A EPERTE T 5 R FEI{,EIUF%.%&B EN T

PR BIREH) IR TES )

5 #5  H R

regEl | O wART O FelRT O SRR

?‘{'t'[ ?ﬁﬁ : J‘ﬁt @JEF‘E, :

A= RS R (JIEREI R

] r[ﬁr ;*E ﬁfép{r:& éﬁplﬂﬁﬁgnﬂlf'f;‘%ﬁ[%gl

O . k I%Eﬁﬁ‘/:{_}j Pt s E%FF FTJ I =

L] 3. &ribtsmd 3¢F¢'3§LW 5 RSl R ﬁ:ﬂ@ﬁ“* oo BIO0  d AEREE - F ERE - TR
H A - g;gg,g;;@ \ﬁt;f:ﬁ[aengf W PRI TR £

L 4 ﬁ*lpgﬁgj“'ﬁf'ﬁdé%ﬂ“% F'FJE' ’ BITE'F'J (- Jﬂg“ﬂ FLEV T ph R gy iyt Eifﬁl o
T@%@&W o }E{Q @—j’?ﬁ éﬁ k ,Fﬁ— #JJ/ uﬂr[(‘}\w F[& Hld/ )]ELL[IrEJ%%u

5= #i5)  K P

HOTRE R R 5 A %F‘F'LJ?**IH’ET}’E“ o R F RIGE e FEE PR R AN

FOERI IR *ui ESCHE SN Y |

%ﬂ@i?@?%%#ﬁ%ﬁé@ﬁéﬂﬂ & IR OH T T I b AT
(el o e 3Hﬁ#WHIWWi§ﬁWﬂ?W?W R I 7 (-

I
V& fﬁ»zﬁfﬁ/pﬁﬂm R F I

COVgss Ei= T e kT ED

TPHT  FPRIE T ES B

Fi s A E B £

F A g g HLRARBR

Customer Services Department RQC Department

Verified by: Approved by: ndutted by: Checked by:

01 Jul 2011



Risk Disclosure Statement of the relevant Derivatie Products
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The following risk disclosure statement is providedhursuant to the Code of Conduct for Persons Licenskeby or Registered with
the Securities or Futures Commission and Hong Kongthange.
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1.

RISKS INVOLVED IN TRADING CALLABLE BULL/BEAR CONTRACTS (“CBBC") IF'JE“}—T HEFNH W PR &

Mandatory call FiH[Isp!

CBBC are not suitable for all types of investorsl &amvestors should consider their risk appetitempto trading. In any case, one should not trade i

CBBC unless he/she understands the nature of tuiprand is prepared to lose the total amountsiedesince a CBBC will be called by the issuer when

the price of the underlying asset hits the Calt€end trading in that CBBC will expire early. Bfiyfor Category N CBBC will be zero when they expi

early. When Category R CBBC expire early the holiay receive a small amount of Residual Value ptmbut there may be no Residual Value

payment in adverse situations. Brokers may chidngje clients a service fee for the coIIectionhﬂ Residual Value payment from the respective issue
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In general, the larger the buffer between the Bade and the Spot Price of the underlying asket|dwer the probability of the CBBC being callédce
the underlying asset of that CBBC would have toeeigmce a larger movement in the price before BBC will be called. However at the same time,
the Iarger the buffer, the lower the leverage ¢ffatt be.
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Once the CBBC is called, even though the underlgisget may bounce back in the right directionGB8C which has been called will not be revived and
investors will not be able to profit from the boergack.
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Besides, the Mandatory Call Event (MCE) of a CBBithwverseas assets as underlying may be triggeresitie the Exchange's trading hours.
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Gearing effects f§it [E*|

Since a CBBC is a leveraged product, the percerdagege in the price of a CBBC is greater compavriéil that of the underlying asset. Investors may
suffer higher losses in percentage terms if th@gekthe price of the underlying asset to movewne but it moves in the opposite direction.
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Limited life [EAVE 354

A CBBC has a limited life, as denoted by the fixegbiry date, with a lifespan of 3 months to 5 yearghe life of a CBBC may be shorter if called brefo
the fixed expiry date. The price of a CBBC fludksawith the changes in the price of the underlyaget from time to time and may become worthless
after expiry and in certain cases, even beforenthlmal expiry if the CBBC has been called early.
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Movement with underlying asset fEIREE Y fUd-&

Although the price of a CBBC tends to follow clgséte price of its underlying asset, but in sonteations it may not (i.e. delta may not always lrse

to one). Prices of CBBC are affected by a numbéaaiors, including its own demand and supply,diag costs and time to expiry. Moreover, the delta
for a particular CBBC may not always be close te,an particular when the price of the underlyiisget is close to the Call Price.
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Liquidity 3] %!

Although CBBC have liquidity providers, there is gwarantee that investors will be able to buy/S8BC at their target prices any time they wish.
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Funding costs B175H%H |

The issue price of a CBBC includes funding costsiasuers will specify the formula for calculatitige funding costs of their CBBC at launch in trstifig
documents. Since the funding costs for each CBBGd may be different as it includes the issu@ranting /stock borrowing costs after adjustment fo
expected ordinary dividend of the stock (if the emyging is a Hong Kong stock since the CBBC wilt he adjusted for ordinary dividend) plus the issue
profit margin, investors are advised to comparefinding costs of different issuers for CBBC wittngar underlying assets and terms.  The fundingso
will gradually be reduced over time along with ®BBC in the secondary market as the CBBC movesrtisvexpiry. In general, the longer the duration of
the CBBC, the higher the total funding costs wél gince it is similar to investors borrowing foloager tenure to trade in the underlying asset. Wée
CBBC is called, the CBBC holders (investors) wilsé¢ the funding cost for the full period since fimeding cost is built into the CBBC price upfrorit a
launch even though with the MCE, the actual pedbéunding for the CBBC turns out to be shorteralmy case, investors should note that the funding
costs of a CBBC after launch may vary during its &nd the Liquidity Provider is not obliged to pide a quote for the CBBC based on the theoretical
calculation of the funding costs for that CBBCaatrich.
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Trading of CBBC close to Call Price #¥7UTa! [IFF% by
When the underlying asset is trading close to thié Rrice, the price of a CBBC may be more volatiéh wider spreads and uncertain liquidity. CBBC
may be called at any time and trading will term@nas a result.
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However, the trade inputted by the investor maysti executed and confirmed by the investors afteMCE since there may be some time lapse between
the MCE time and suspension of the CBBC tradingny frades executed after the MCE (i.e. Post MCEd&@sa will not be recognized and will be
cancelled. Therefore, investors should be awatba)fisk and ought to apply special caution when@BBC is trading close to the Call Price.
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Issuers will announce the exact call time withildur after the trigger of MCE, and HKEXx will alsersl the list of Post MCE Trades to the relevant
Exchange Participants (brokers) who in turn wifoim their clients accordingly. For avoidance ofidt on whether their trades have been cancelled (i
whether they are Post MCE Trades) the investogsahack with their brokers.
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CBBC with overseas underlying asset$& i &¥i& 58 SAv-f 558
Investors trading CBBC with overseas underlyingetsssire exposed to an exchange rate risk as tbe @nd cash settlement amount of the CBBC are
converted from a foreign currency into Hong Kondlats. Exchange rates between currencies arerdieied by forces of supply and demand in the
foreign exchange markets which are affected byouarfactors.
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Besides, CBBC issued on overseas underlying assgtde called outside the Exchange’s trading houirs such case, the CBBC will be terminated from
trading on the Exchange in the next trading sessicgoon after the issuer has notified the Exchatgeit the occurrence of the MCE. There will be no
automatic suspension of the CBBC by AMS/3. ForeGaty R CBBC, valuation of the residual value Ww#l determined on the valuation day according to
the terms in the listing documents
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RISKS INVOLVED IN TRADING DERIVATIVE WARRANTS  {#%¥h=4 @5 (“ "’#’)}H‘%Fuﬁ?‘@
Derivative warrant trading involves high risks aedhot suitable for every |nvestor Investors stjaurhderstand and consider the following risks heefor
trading in derivate warrants.
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Issuer Risk 3% =55

Derivative warrant holders are unsecured credivbran issuer and have no preferential claim to @ssets an issuer may hold. Therefore, investors are
exposed to credit risk in respect of the issuer.
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Gearing Risk fgi# s f&
Although derivative warrants may cost a fractiortaf price of the underlying assets, a derivatimerant may change in value more or less rapidlg thea
underlying asset. In the worst case the valueefiirivative warrants falls to zero and holders kbir entire purchase price.
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Limited Life £!'#;3%#q
Unlike stocks, derivative warrants have an expagedand therefore a limited life. Unless the deiveawarrants are in-the-money, they become wasthle
at expiration.
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Time Decay [ [i%E

One should bé aware that other factors being dhealalue of derivative warrants will decrease diree. Therefore, derivative warrants should néxer
viewed as products that are bought and held astmnginvestments
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Volatility [
Other factors being equal an increase in the \ityadif the underlying asset should lead to a higharrant price and a decrease in volatility lead tower
derivative warrant price.
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Market Forces m%'liﬁl

In addition to the basic factors that determinettie®retical price of a derivative warrant, derivatwarrant prices are also affected by all othewailing
market forces including the demand for and supptye derivative warrants. Supply and demand formag be greatest when a derivative warrant issue is
almost sold out and when issuers make further sssfian existing derivative warrant issue.
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RISKS INVOLVED IN TRADING EXCHANGE TRADED FUNDS (“ETFs")  #£%Y% FLEH'E]E:rﬁl@?#,‘%EIfJ[ﬁ‘IKﬁ

Market risk i
ETFs are typically designed to track the perforneaotcertain indices, market sectors, or groupassets such as stocks, bonds, or commodities. ETF
managers may use different strategies to achigsegtial, but in general they do not have the digmeo take defensive positions in declining méske
Investors must be prepared to bear the risk ofdasssvolatility associated with the underlying irtessets.
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Tracking errors 3 =

Tracking errors refer to the disparity in perforroarbetween an ETF and its underlying index/as3etsking errors can arise due to factors such as th
impact of transaction fees and expenses incurrgdetdETF, changes in composition of the underlyimipx/assets, and the ETF manager’s replication
strategy. (The common replication strategies ireléul replication/representative sampling and kgiit replication which are discussed in more tletai
below.)
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Trading at discount or premium I'J#72RE5IS iE[‘dr Bb

An ETF may be traded at a discount or premiumstiNeet Asset Value (NAV). This price discrepancgasised by supply and demand factors, and may be
particularly likely to emerge during periods of higharket volatility and uncertainty. This phenomemoay also be observed for ETFs tracking specific
markets or sectors that are subject to direct invest restrictions.
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Foreign exchange risk 9} Bt &
Investors trading ETFs with underlying assets reotaininated in Hong Kong dollars are also exposeskéhange rate risk. Currency rate fluctuations can
adversely affect the underlying asset value, dfgeting the ETF price.
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Liquidity risk _ jiif]E! & &

Securities Market Makers (SMMs) are Exchange Rpéits that provide liquidity to facilitate tradimg ETFs. Although most ETFs are supported by one
or more SMMs, there is no assurance that activkrgawill be maintained. In the event that the SMti#sault or cease to fulfill their role, investaray

not be able to buy or sell the product.
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Counterparty risk involved in ETFs with different r eplication strategies % pb&rgITHL £ iY77 [l HIER AP ™ S50=F B

(@) Full replication and representative sampling stiate 5t = Hrif] » & & [*%[bij:ip '*]EI
An ETF using a full replication strategy generadiyns to invest in all constituent stocks/assetshan same weightings as its benchmark. ETFs
adopting a representative sampling strategy wilégt in some, but not all of the relevant constitigtocks/assets. For ETFs that invest directihén
underlying assets rather than through syntheticlingents issued by third parties, counterparty tésids to be less of concern.
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(b) Synthetrc}replicatron strategies: {4 F I

ETFs utilising a synthetic replication strategy sseaps or other derivative instruments to gain exp® to a benchmark. Currently, synthetic
replication ETFs can be further categorized into forms:
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i Swap-based ETHS #iiH#] 7 %%59

Total return swaps allow ETF managers to repitia¢ benchmark performance of ETFs without puinlgate underlying assets.
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Swap-based ETFs are exposed to counterpartpfrisie swap dealers and may suffer losses if saeleds default or fail to honor their
contractual commitments.
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ii. Derrvative embedded ETRY =4 ~ £! iﬁﬁ%
ETF managers may also use other derivative imgnts to synthetically replicate the economic bienéthe relevant benchmark.
The derivative instruments may be issued by emaudtiple issuers.
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Derivative embedded ETFs are subject to copatey risk of the derivative instrume tsssuers and may suffer losses if such issuers
default or fail to honour their contractual coitments.
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Even where collateral is obtained by an ETF, #ubject to the collateral provider fulfilling isbligations. There is a further risk that when tight
against the collateral is exercised, the markétevaf the collateral could be substantially ldsant the amount secured resulting in significans lms
the ETF.
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It is important that investors understand andoatiy assess the implications arising due to défifeé ETF structures and characteristics.
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This Risk Disclosure Staterment is for your information only, if you ha \/qany queriesin regard of the contents of this Risk Disclosure gatement please refer and
enter the website of HKEX (http://wamw.hkex.com.hk) or SFC (http:/Mmww.sfc.hk).
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