Risk disclosure statements Ef&iEE=EAR

Risk of securities trading £§353% 58V E &
The prices of securities fluctuate, sometimes dramatically. The price of a security may move up or down, and may become valueless. It is as likely that losses will

be incurred rather than profit made as a result of buying and selling securities.
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Risk of trading futures and options HJ£ K BAfERS 50 RS

The risk of loss in trading futures contracts or options is substantial. In some circumstances, you may sustain losses in excess of your initial margin funds. Placing
contingent orders, such as "stop-loss" or "stop-limit" orders, will not necessarily avoid loss. Market conditions may make it impossible to execute such orders. You
may be called upon at short notice to deposit additional margin funds. If the required funds are not provided within the prescribed time, your position may be
liquidated. You will remain liable for any resulting deficit in your account. You should therefore study and understand futures contracts and options before you
trade and carefully consider whether such trading is suitable in the light of your own financial position and investment objectives. If you trade options you should
inform yourself of exercise and expiration procedures and your rights and obligations upon exercise or expiry.

BEEHESAONRENSRERILIEX - EETERT - MAESNERUETERRITEANRIESEER - ERRE 7T HERER - flm ke
5 "IRE" SR INRDEESIRRIER - MBERUERRSERREEANT - RULESERBEAREREARIMIFRE BRINAKEEE IR BRI
BIARHMAEHER - RATEGHTURESHRTE - BN - RIOAREZHROIRFAETRUMERNERBERRE - QI - REEENBMEER
HEGHARGE  UERRBASHNMEARTARERR  FAZEEREEEEEGNR - IRREENE  ERATTEHRRERPEIHAKNER -
PARARIEIT GO RATE R Bt B BARS RO R B /AT -

Risk of trading in leveraged foreign exchange contracts &= 4NEZZ 5HYE S

The risk of loss in leveraged foreign exchange trading can be substantial. You may sustain losses in excess of your initial margin funds. Placing contingent orders,
such as "stop-loss" or "stop-limit" orders, will not necessarily limit losses to the intended amounts. Market conditions may make it impossible to execute such
orders. You may be called upon at short notice to deposit additional margin funds. If the required funds are not provided within the prescribed time, your
position may be liquidated. You will remain liable for any resulting deficit in your account. You should therefore carefully consider whether such trading is suitable
in light of your own financial position and investment objectives.
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Risk of trading Growth Enterprise Market stocks B & 8l 3RS Ay B S

Growth Enterprise Market (GEM) stocks involve a high investment risk. In particular, companies may list on GEM with neither a track record of profitability nor
any obligation to forecast future profitability. GEM stocks may be very volatile and illiquid. You should make the decision to invest only after due and careful
consideration. The greater risk profile and other characteristics of GEM mean that it is a market more suited to professional and other sophisticated investors.
Current information on GEM stocks may only be found on the internet website operated by The Stock Exchange of Hong Kong Limited. GEM Companies are
usually not required to issue paid announcements in gazetted newspapers. You should seek independent professional advice if you are uncertain of or have not
understood any aspect of this risk disclosure statement or the nature and risks involved in trading of GEM stocks.
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Risks of client assets received or held outside Hong Kong 7E% 3 DAS Mt B EFA I Z EEE R

Client assets received or held by the licensed or registered person outside Hong Kong are subject to the applicable laws and regulations of the relevant overseas
jurisdiction which may be different from the Securities and Futures Ordinance (Cap.571) and the rules made thereunder. Consequently, such client assets may
not enjoy the same protection as that conferred on client assets received or held in Hong Kong.
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Risk of providing an authority to repledge your securities collateral etc. 2L RV ASIEH LS FHERNITRENER

There is risk if you provide the licensed or registered person with an authority that allows it to apply your securities or securities collateral pursuant to a
securities borrowing and lending agreement, repledge your securities collateral for financial accommodation or deposit your securities collateral as collateral for
the discharge and satisfaction of its settlement obligations and liabilities. If your securities or securities collateral are received or held by the licensed or
registered person in Hong Kong, the above arrangement is allowed only if you consent in writing. Moreover, unless you are a professional investor, your authority
must specify the period for which it is current and be limited to not more than 12 months. If you are a professional investor, these restrictions do not apply.
Additionally, your authority may be deemed to be renewed (i.e. without your written consent) if the licensed or registered person issues you a reminder at least
14 days prior to the expiry of the authority, and you do not object to such deemed renewal before the expiry date of your then existing authority. You are not
required by any law to sign these authorities. But an authority may be required by licensed or registered persons, for example, to facilitate margin lending to you
or to allow your securities or securities collateral to be lent to or deposited as collateral with third parties. The licensed or registered person should explain to you
the purposes for which one of these authorities is to be used. If you sign one of these authorities and your securities or securities collateral are lent to or
deposited with third parties, those third parties will have a lien or charge on your securities or securities collateral. Although the licensed or registered person is
responsible to you for securities or securities collateral lent or deposited under your authority, a default by it could result in the loss of your securities or
securities collateral. A cash account not involving securities borrowing and lending is available from most licensed or registered persons. If you do not require
margin facilities or do not wish your securities or securities collateral to be lent or pledged, do not sign the above authorities and ask to open this type of cash
account.
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Risk of providing an authority to hold mail or to direct mail to third parties }ZELEEM BRI AR SE = HRVIFIEE R AR
If you provide the licensed or registered person with an authority to hold mail or to direct mail to third parties, it is important for you to promptly collect in

person all contract notes and statements of your account and review them in detail to ensure that any anomalies or mistakes can be detected in a timely fashion.
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Risk of margin trading {#:8&EEHE
The risk of loss in financing a transaction by deposit of collateral is significant. You may sustain losses in excess of your cash and any other assets deposited as
collateral with the licensed or registered person. Market conditions may make it impossible to execute contingent orders, such as "stop-loss" or "stop-limit"
orders. You may be called upon at short notice to make additional margin deposits or interest payments. If the required margin deposits or interest payments are
not made within the prescribed time, your collateral may be liquidated without your consent. Moreover, you will remain liable for any resulting deficit in your
account and interest charged on your account. You should therefore carefully consider whether such a financing arrangement is suitable in light of your own
financial position and investment objectives.
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Risk of trading Nasdag-Amex securities at The Stock Exchange of Hong Kong Limited7E F B &3 B ETA R A T H B4R E 7T — EBE AR B SRS

The securities under the Nasdag-Amex Pilot Program (“PP”) are aimed at sophisticated investors. You should consult the licensed or registered person and
become familiarized with the PP before trading in the PP securities. You should be aware that the PP securities are not regulated as a primary or secondary listing
on the Main Board or the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited.
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Additional risk disclosure for futures and options trading B & R A HEHIAENEleH =

This brief statement does not disclose all of the risks and other significant aspects of trading in futures and options. In light of the risks, you should undertake
such transactions only if you understand the nature of the contracts (and contractual relationships) into which you are entering and the extent of your exposure
to risk. Trading in futures and options is not suitable for many members of the public. You should carefully consider whether trading is appropriate for you in light
of your experience, objectives, financial resources and other relevant circumstances.

FERTCH=EENERPENMERBRAEMEZEEE - EARMNS - MEETEYLERSA - BEEES ] NSO E(RBERN SR
%) MIRRILAERBNRERREE - PERPEEEHREAZREZHNLAES - RENASHNRELR  REBR  YRERKEMABRIRE - b
HEECEEE

3

\)Et
it

HEEE

Futures HiER

Effect of “Leverage” or “Gearing” Transactions in futures carry a high degree of risk. The amount of initial margin is small relative to the value of the futures
contract so that transactions are “leveraged” or “geared”. A relatively small market movement will have a proportionately larger impact on the funds you have
deposited or will have to deposit: this may work against you as well as for you. You may sustain a total loss of initial margin funds and any additional funds
deposited with the firm to maintain your position. If the market moves against your position or margin levels are increased, you may be called upon to pay
substantial additional funds on short notice to maintain your position. If you fail to comply with a request for additional funds within the time prescribed, your

position may be liquidated at a loss and you will be liable for any resulting deficit.
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Risk-reducing orders or strategies JH{EEIEI SIS REIL LTS

The placing of certain orders (e.g. “stop-loss” orders, or “stop limit” orders) which are intended to limit losses to certain amounts may not be effective because
market conditions may make it impossible to execute such orders. Strategies using combinations of positions, such as “spread” and “straddle” positions may be
as risky as taking simple “long” or “short” positions.
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Options HAtE
Variable degree of risk 7N[E]E\GTZEE
Transactions in options carry a high degree of risk. Purchasers and sellers of options should familiarize themselves with the type of option (i.e. put or call) which
they contemplate trading and the associated risks. You should calculate the extent to which the value of the options must increase for your position to become
profitable, taking into account the premium and all transaction costs. The purchaser of options may offset or exercise the options or allow the options to expire.
The exercise of an option results either in a cash settlement or in the purchaser acquiring or delivering the underlying interest. If the option is on a futures
contract, the purchaser will acquire a futures position with associated liabilities for margin (see the section on Futures above). If the purchased options expire
worthless, you will suffer a total loss of your investment which will consist of the option premium plus transaction costs. If you are contemplating purchasing
deep-out-of-the-money options, you should be aware that the chance of such options becoming profitable ordinarily is remote. Selling (“writing” or “granting”)
an option generally entails considerably greater risk than purchasing options. Although the premium received by the seller is fixed, the seller may sustain a loss
well in excess of that amount. The seller will be liable for additional margin to maintain the position if the market moves unfavorably. The seller will also be
exposed to the risk of the purchaser exercising the option and the seller will be obligated to either settle the option in cash or to acquire or deliver the underlying
interest. If the option is on a futures contract, the seller will acquire a position in a futures contract with associated liabilities for margin (see the section on
Futures above). If the option is “covered” by the seller holding a corresponding position in the underlying interest or a futures contract or another option, the risk
may be reduced. If the option is not covered, the risk of loss can be unlimited. Certain exchanges in some jurisdictions permit deferred payment of the option
premium, exposing the purchaser to liability for margin payments not exceeding the amount of the premium. The purchaser is still subject to the risk of losing
the premium and transaction costs. When the option is exercised or expires, the purchaser is responsible for any unpaid premium outstanding at that time.
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Additional risks common to futures and options Hi £ K HAHERY L 3 B BB

You should ask the firm with which you deal about the terms and conditions of the specific futures or options which you are trading and associated obligations
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(e.g. the circumstances under which you may become obliged to make or take delivery of the underlying interest of a futures contract and, in respect of options,
expiration dates and restrictions on the time for exercise). Under certain circumstances the specifications of outstanding contracts (including the exercise price of
an option) may be modified by the exchange or clearing house to reflect changes in the underlying interest.
REDBRETRZNEREAMEENERPENRESHONRREAR - MREREEGINEFEER TRAEEEEMPEGHINHEREEE
TR - R EAEMS - BN R RTRNRREIRE) - REMFNEEATERELERT - HEEEARTENSHONAAN(EFERHETEE) - L
R EKHERE EREE -

Suspension or restriction of trading and pricing relationships ¥J{E=EFREIRZ 5 B EE {4

Market conditions (e.g. illiquidity) and/or the operation of the rules of certain markets (e.g. the suspension of trading in any contract or contract month because
of price limits or “circuit breakers”) may increase the risk of loss by making it difficult or impossible to effect transactions or liquidate/offset positions. If you have
sold options, this may increase the risk of loss. Further, normal pricing relationships between the underlying interest and the futures, and the underlying interest
and the option may not exist. This can occur when, for example, the futures contract underlying the option is subject to price limits while the option is not. The
absence of an underlying reference price may make it difficult to judge “fair value”.
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Deposited cash and property ZiHVER S B EAEE

You should familiarize yourself with the protections given to money or other property you deposit for domestic and foreign transactions, particularly in the event
of a firm insolvency or bankruptcy. The extent to which you may recover your money or property may be governed by specific legislation or local rules. In some
jurisdictions, property which had been specifically identifiable as your own will be pro-rated in the same manner as cash for purposes of distribution in the event
of a shortfall.

MRRBERMIBINETNRZERRIENE T Z - REERSEZS ANV ESTESIPLRE  FRREARBRRELARNEERNRE -
EREENZORERNHE—F - UEARRREREARENE MR - ERLESZEER - WONRENFENE e ZH - AITREBRR
W ER IR MIRLLAI DB TR -

Commission and other charges {&: kz E At {cEs
Before you begin to trade, you should obtain a clear explanation of all commission, fees and other charges for which you will be liable. These charges will affect
your net profit (if any) or increase your loss.
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Transactions in other jurisdictions fF At E A EREETRS

Transactions on markets in other jurisdictions, including markets formally linked to a domestic market, may expose you to additional risk. Such markets may be
subject to regulation which may offer different or diminished investor protection. Before you trade you should enquire about any rules relevant to your particular
transactions. Your local regulatory authority will be unable to compel the enforcement of the rules of regulatory authorities or markets in other jurisdictions
where your transactions have been effected. You should ask the firm with which you deal for details about the types of redress available in both your home
jurisdiction and other relevant jurisdictions before you start to trade.
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Currency risks E%EE R

The profit or loss in transactions in foreign currency denominated contracts (whether they are traded in your own or another jurisdiction) will be affected by
fluctuations in currency rates where there is a need to convert from the currency denomination of the contract to another currency.
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Trading facilities 3% 5 &%
Electronic trading facilities are supported by computer-based component systems for the order-routing, execution, matching, registration or clearing of trades. As
with all facilities and systems, they are vulnerable to temporary disruption or failure. Your ability to recover certain losses may be subject to limits on liability
imposed by the system provider, the market, the clearing house and/or participant firms. Such limits may vary: you should ask the firm with
which you deal for details in this respect.
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Electronic trading B35

Trading on an electronic trading system may differ from trading on other electronic trading systems. If you undertake transactions on an electronic trading system,
you will be exposed to risks associated with the system including the failure of hardware and software. The result of any system failure may be that your order is
either not executed according to your instructions or is not executed at all.
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Off-exchange transactions 24325

In some jurisdictions, and only then in restricted circumstances, firms are permitted to effect off-exchange transactions. The firm with which you deal may be
acting as your counterparty to the transaction. It may be difficult or impossible to liquidate an existing position, to assess the value, to determine a fair price or to
assess the exposure to risk. For these reasons, these transactions may involve increased risks. Off-exchange transactions may be less regulated or subject to a
separate regulatory regime. Before you undertake such transactions, you should familiarize yourself with applicable rules and attendant risks.
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Every Exchange Contract shall be subject to the charge of a Investor Compensation Fund levy and a levy pursuant to the SFO, the cost of both of which shall be

borne by the client. BNHIRAEHAIOBHRREEREESHBERRE (KRERBERA) PAURNEE kK EAMRERAHRZFEE -

If the client suffers pecuniary loss by reason of the licensed or registered person’s default, the liability of the Investor Compensation Fund will be restricted to
valid claims as provided for in the SFO and the relevant subsidiary legislation and will be subject to the monetary limits specified in the Securities and Futures
(Investor Compensation — Compensation Limits) Rules and accordingly there can be no assurance that any pecuniary loss sustained by reason of such a default

will necessarily be recouped from the Investor Compensation Fund in full, in part or at all;
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Transactions related to exchange traded futures and options contracts shall be subject to the rules of the relevant markets and exchanges. A statement that the
licensed or registered person is required, upon the request of HKFE (in the case where the licensed or registered person is an exchange participant of HKFE) or
the Commission, to disclose the name, beneficial identity and such other information concerning the client as the Exchange or the Commission may require and
that the client agrees to provide such information concerning the client as the licensed or registered person may require in order for the licensed or registered
person to comply with this requirement;
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The client may have varying level and type of protection in relation to transactions on different markets and exchanges;

EFUEERENRTERRZAETRBMES N ERERERINFRE -

The licensed or registered person may, subject to the provisions of the SFO and any applicable law, take the opposite position to the client's order in relation to
any exchange traded futures and options contracts, whether on the licensed or registered person’s own account or for the account of its associated company or
other clients of the licensed or registered person, provided that such trade is executed competitively on or through the facilities of HKFE in accordance with its
rules or the facilities of any other commodity, futures or options exchange in accordance with the rules and regulations of such other exchange;
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The client acknowledges that the Clearing House may do all things necessary to transfer any open positions held by the licensed or registered person on the
client’s behalf and any money and security standing to the credit of its account with the licensed or registered person to another exchange participant of HKFE in
the event the rights of the licensed or registered person as an exchange participant of HKFE are suspended or revoked;
EREREEMIERBASEMAERSPERANRS M2 HENEN B FRAHER  RN—YVILETE  UERZBMANGEMACREREE -
WEEARFEGH - RZEFEFSBASGEMAEMBINREFANEURERES - BHE5 —EHRANRSHSHE ;

All monies, securities and other property received by the licensed or registered person from the client or from any other person (including a clearing house) for
the account of the client shall be held by the licensed or registered person as trustee and segregated from the licensed or registered person’s own assets. These
assets so held by the licensed or registered person shall not form part of the assets of the licensed or registered person for insolvency or winding up purposes
but shall be returned to the client promptly upon the appointment of a provisional liquidator, liquidator or similar officer over all or any part of the licensed or
registered person’s business or assets;
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Any monies, approved debt securities or approved securities received by the licensed or registered person from the client or from any other person (including

the Clearing House) are held and the client authorizes the licensed or registered person to apply any such monies, approved debt securities or approved
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securities. In particular, the licensed or registered person may apply such monies, approved debt securities or approved securities in or towards meeting the
licensed or registered person’s obligations to any party insofar as such obligations arise in connection with or incidental to F.O. Business transacted on that
client's behalf;
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The client acknowledges that in respect of any account of the licensed or registered person maintained with the Clearing House, whether or not such account is
maintained wholly or partly in respect of F.O. Business transacted on behalf of that client and whether or not monies, approved debt securities or approved
securities paid or deposited by that client has been paid to or deposited with the Clearing House, as between the licensed or registered person and the Clearing
House, the licensed or registered person deals as principal and accordingly no such account is impressed with any trust or other equitable interest in favour of
the client and monies, approved debt securities and approved securities paid to or deposited with the Clearing House are thereby freed from the trust.
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The period within which margin calls and demands for variation adjustments must be met, the licensed or registered person may be required to report to HKFE
and the Commission particulars of all open positions in respect of which two successive margin calls and demands for variation adjustments are not met within
the period specified by the licensed or registered person and the licensed or registered person may require more margin or variation adjustments than that
specified by the Exchange and/or the Clearing House and may close out open positions in respect of which any margin calls and demands for variation
adjustments are not met within the period specified by the licensed or registered person or at the time of making such call(s) or demand(s);
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The client acknowledges that the licensed or registered person is bound by Rules of Hong Kong Futures Exchange Ltd (“HKFE Rules”) which permit HKFE to take
steps to limit the positions or require the closing out of contracts on behalf of such clients who in the opinion of the Exchange are accumulating positions which
are or may be detrimental to any particular Market or Markets, or which are or may be capable of adversely affecting the fair and orderly operation of any
Market or Markets as the case may be; and ZEFEERIFEALEMARZ (FEHERSAHRA) (" (HAZFARED " VAR - MzxSHRABFHREE
N78 - REFENBEIREIANRZEEFBEHNTE  AAERMRAELEEFAMREN AR EEN USRI —ENZE R ENTIHER
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The licensed person is subject to the sole business requirement and it can only provide financial accommodation to facilitate the acquisition of listed securities
and, where applicable, for the continued holding of those securities. The client will not be able to withdraw funds under the facility unless they are for such
purposes; and the licensed person cannot effect dealing in securities for or on behalf of clients, except for the liquidation of their securities collateral in order to
collect margin calls or outstanding debts. FZIFHEAZRBRE —EBFEWREFMES RoRHAEEZ LIS I HESHEERTENBER)ZSHESNMESE
B BRERARRBELNEZHENES - RIFRSESEFNSLTESNEESBAZSESZH  REFBANSRERETESRS - BF
EPNESEAEMREFEMWEEHNRE IR EEERE RIS -



DERIVATIVE PRODUCTS RISK DISCLOSURE STATEMENT

Derivative Warrants

Derivative warrants are an instrument which gives investors the right — but not the obligation — to buy or sell underlying asset (e.g. a stock) at a pre-set price on
or before a specified date. Derivative warrants are generally divided into two types: calls and puts. Derivative warrants can be linked with a single stock, a basket
of stocks, an index, a currency, a commodity or a futures contract. Derivative warrants are usually settled in cash when they are exercised at expiry. Holder of call
warrants have the right, but not obligation, to purchase from the issuer a given amount of the underlying asset at a predetermined price (also known as the
Exercise Price”) within a certain time period. Conversely, holders of put warrant have the right, but not obligation, to sell to the issuer a given amount of the
underlying asset at a predetermined price within a certain time period. Investor should be aware that other factors being equal the value of derivative warrant

will decrease over time. Derivative warrants should never be viewed as products that are brought and held as long term investments.
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Exchange Traded Funds

Exchange Traded Funds (“ETFs”) are passively-managed and open-ended funds, which are traded on the securities market of Hong Kong Exchanges and Clearing
Limited (HKEx). All listed ETFs are authorized by the Securities and Futures Commission (SFC) as collective investment schemes. Most ETFs track a portfolio of
assets to provide diversified exposure to selected market themes. However, ETFs may also track single underlying assets. ETFs can be broadly grouped into
Physical ETFs and Synthetic ETFs. Many of Physical ETFs directly buy all the assets needed to replicate the composition and weighting of their benchmark (e.g.
constituents of a stock index). However, some only buy a portion of the assets needed to replicate the benchmark or assets which have a high degree of
correlation with the underlying benchmark but are not part of it. Some physical ETFs with underlying equity-based indices may also invest partially in futures and
options contracts. Lending the shares they own is another strategy used by some physical ETFs. On the other hand, Synthetic ETFs do not buy the assets in their
benchmark. Instead, they typically invest in financial derivative instruments to replicate the benchmark’s performance. Synthetic ETFs are subject to counterparty
risk associated with derivatives issuers and may suffer losses if the derivatives issuers default or fail to honour their contractual commitments. Investors should

read the ETF prospectus carefully to ensure they understand how the fund operates.
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Callable Bull/Bear Contracts

Callable Bull/Bear Contracts (“CBBC”) are a type of derivative product that tracks the performance of an underlying asset without requiring investors to pay the
full price required to own the actual asset. They are issued either as Bull or Bear contracts with a fixed expiry date, allowing investors to take bullish or bearish
positions on the underlying asset. CBBC are issued with the condition that during their lifespan they will be called by the issuers when the price of the underlying
asset reaches a level (known as the “Call Price”) specified in the listing document. If the Call Price is reached before expiry, the CBBC will expiry early and the
trading of that CBBC will be terminated immediately. Once the CBBC is called, even though the underlying asset may bounce back in the right direction, the CBBC
which has been called will not be revived and investors will not be able to profit from the bounce-back.
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Risk of Trading Derivative Warrants

Issuer default risk

In the event that a derivatives warrant issuer becomes insolvent and defaults on their listed securities, investors will be considered as unsecured creditors and

will have no preferential claims to any assets held by the issuer. Investors should therefore pay close attention to the financial strength and credit worthiness of

derivative warrant issuers.
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Uncollateralized product risk

Uncollateralized derivative warrants are note asset backed. In the event of issuer bankruptcy, investors can lose their entire investment. Investors should read the
listing documents to determine if a product is uncollateralized.

FFHE IR 2 L B

FIRIPITERRERIRAEERR - MERTHRE - REBNWREUZIZREX - ERTEMEERIER  REZAMAR LHXX4 -

Gearing risk

Derivative warrants are leveraged and can change in value rapidly according to the gearing ratio relative to the underlying assets. Investors should be aware that
the value of a derivative warrant may fall to zero resulting in a total loss of the initial investment.
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Expiry considerations
Derivative warrants have expiry date after which the issue may become worthless. Investors should be aware of the expiry time horizon and choose a product

with an appropriate lifespan for their trading strategy.
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Extraordinary price movements

The price of a derivative warrant may not match its theoretical price due to outside influences such as market supply and demand factors. As a result, actual
traded prices can be higher or lower than the theoretical price.
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Foreign exchange risk
Investors trading derivative warrants with underlying assets not denominated in Hong Kong dollars are also exposed to exchange rate risk. Currency rate
fluctuations can adversely affect the underlying asset value, also affecting the derivative warrant price.
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Liquidity risk

The Stock Exchange of Hong Kong Limited requires all derivative warrant issuers to appoint a liquidity provider for each individual issue. The role of liquidity
providers is to provide two way quotes to facilitate trading of their products. In the event that a liquidity provider defaults or ceases to fulfill its role, investors
may not be able to buy or sell the product until a new liquidity provider has been assigned.
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Time decay risk

All things being equal, the value of a derivative warrant will decay over time as it approaches it expiry date. Derivative warrants should therefore not be viewed
as long term investments.
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Volatility risk

Prices of derivative warrants can increase or decrease in line with the implied volatility of underlying asset price. Investors should be aware of the underlying
asset volatility.
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Market risk
Derivative warrants may also exposed to the economic, political, currency, legal and other risks of a specific sector or market related to the single stock, basket of

stocks, index, currency, commodity or futures contracts that it is tracking.
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Risk of Trading Exchange Traded Funds (“ETFs”)

BEXRSMEEES ("ETF.) AR

Market risk

ETFs are typically designed to track the performance of certain indices, market sectors, or groups of assets such as stocks, bonds, or commodities. ETF managers
may use different strategies to achieve this goal, but in general they do not have the discretion to take defensive positions in declining markets. Investors must be
prepared to bear the risk of loss and volatility associated with the underlying index/assets.
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Tracking error

Tracking errors refer to the disparity in performance between an ETF and its underlying index/assets. Tracking errors can arise due to factors such as the impact
of transaction fees and expenses incurred to the ETF, changes in composition of the underlying index/assets, and the ETF manager’s replication strategy. (The
common replication strategies include full replication/representative sampling and synthetic replication which are discussed in more detail below).
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Trading at discount or premium

An ETF may be traded at a discount or premium to its Net Asset Value (NAV). This price discrepancy is caused by supply and demand factors, and may be
particularly likely to emerge during periods of high market volatility and uncertainty. This phenomenon may also be observed for ETFs tracking specific markets or
sectors that are subject to direct investment restrictions.
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Foreign exchange risk

Investors trading ETFs with underlying assets not denominated in Hong Kong dollars are also exposed to exchange rate risk. Currency rate fluctuations can
adversely affect the underlying asset value, also affecting the ETF price.
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Liquidity risk
Securities Market Makers (“SMMs”) are Exchange Participants that provide liquidity to facilitate trading in ETFs. Although most ETFs are supported by one or
more SMMs, there is no assurance that active trading will be maintained. In the event that the SMMs default or cease to fulfil their role, investors may not be

able to buy or sell the product.
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Counterparty risk forward involved in ETFs with different replication strategies

FEEERKREHETES RH F RS

(a) Full replication and representative sampling strategies

An ETF using a full replication strategy generally aims to invest in all constituent stocks/assets in the same weightings as its benchmark. ETFs adopting a
representative sampling strategy will invest in some, but not all of the relevant constituent stocks/assets. For ETFs that invest directly in the underlying assets
rather than through synthetic instruments issued by third parties, counterparty risk tends to be less of concern.
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(b) Synthetic replication strategies & % #8 2R 1S
ETFs utilizing a synthetic replication strategy use swaps or other derivative instruments to gain exposure to a benchmark. Currently synthetic replication ETFs can
be further categorized into two forms:
RASHERRBNETFE BB HMiTE TEXBMREENRR - K - SHERETFUB AME
(i) Swap-based ETFs
 Total return swaps allow ETF managers to replicate the benchmark performance of ETFs without purchasing the underlying assets.
e Swap-based ETFs are exposed to counterparty risk of the swap dealers and may suffer losses if such dealers default or fail to honor their contractual
commitments.
3= HAETF
o BRI HREETFIRT DG HETFEENRIEMAREEEBEREE -
c BHETFRAZERARZANRSHFEAR  FRARSBAENFERTEEGHEE - ESNERRIEX -
(i) Derivative embedded ETFs
¢ ETF managers may also use other derivative instruments to synthetically replicate the economic benefits of the relevant benchmark. The derivative instruments
may be issued by one or multiple issuers.
¢ Derivative embedded ETFs are subject to counterparty risk of the derivative instruments’ issuers and may suffer losses if such issuers default or fail to honour

their contractual commitments.
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Even where collateral is obtained by an ETF, it is subject to the collateral provider fulfilling its obligations. There is a further risk that when the right against the
collateral is exercised, the market value of the collateral could be substantially less than the amount secured resulting in significant loss to the ETF.
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