RISK DISCLOSURE STATEMENTS
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The following risk disclosure statements are provided pursuant to the Code of Conduct for Persons Licensed by or

Registered with the Securities and Futures Commission
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RISK OF SECURITIES TRADING

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.

RISK OF TRADING GROWTH ENTERPRISE MARKET
STOCKS

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 do not understand any aspect of this risk disclosure
statement or the nature and risks involved in trading of GEM stocks.

Currency risks

The profit or loss in transactions in foreign currency-denominated
assets (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 assets to
another currency.

Risk of Settled in Renminbi

If the Client holds a local currency other than RMB, the Client will
be exposed to currency risk if the Client invests in a RMB product
due to the need for the conversion of the local currency into RMB.
During the conversion, the Client will also incur currency
conversion costs. Even if the price of the RMB asset remains the
same when the Client purchases it and when the Client redeems /
sells it, the Client will still incur a loss when you convert the
redemption / sale proceeds into local currency if RMB has
depreciated.

Transactions in other jurisdictions

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 regulations which may offer
different or diminished investor protection. Before you trade, you
should enquire about any rules relevant to your particular
transactions in those jurisdictions. 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 for details about the types of
redress available in both your home jurisdiction and other relevant
jurisdictions before you start to trade.

RISK OF MARGIN TRADING

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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9.1

RISK OF PROVIDING AN AUTHORITY TO REPLEDGE
YOUR SECURITIES COLLATERAL ETC.

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 no 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 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.

RISK OF TRADING NASDAQ-AMEX SECURITIES AT THE
STOCK EXCHANGE OF HONG KONG LIMITED

The securities under the Nasdag-Amex Pilot Program (“PP”) are
aimed at sophisticated investors. You should consult a licensed or
registered person and become familiarised 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.

RISKS INVOLVED IN TRADING STRUCTURED
PRODUCTS

Derivative warrant trading involves high risks and is not suitable for
every investor. Investors should understand and consider the
following risks before trading in derivate warrants.

Issuer default risk: In the event that a structured product 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 structured product issuers.

Note: “Issuers Credit Rating” showing the credit ratings of
individual issuers is now available under the Issuer and Liquidity
Provider Information sub-section under Derivative Warrants and
under CBBCs section on the HKEX corporate website.
Uncollateralized product risk: Uncollateralized structured products
are not 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.

Gearing risk: Structured products such as derivative warrants and
callable bull/bear contracts (CBBCs) 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
structured product may fall to zero resulting in a total loss of the
initial investment.

Expiry considerations: Structured products have an 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.

Extraordinary price movements: The price of a structured product
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.

Foreign exchange risk: Investors trading structured products with
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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
structured product price.

Liquidity risk: The Exchange requires all structured product 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.

Some Additional Risks Involved in Trading Derivative
Warrants

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

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.

Some Additional Risks Involved in Trading CBBCs

Mandatory call risk: Investors trading CBBCs should be aware of
their intraday “knockout” or mandatory call feature. A CBBC will
cease trading when the underlying asset value equals the mandatory
call price/level as stated in the listing documents. Investors will only
be entitled to the residual value of the terminated CBBC as
calculated by the product issuer in accordance with the listing
documents. Investors should also note that the residual value can be
zero.

However, the trade inputted by the investor may still be executed
and confirmed by the investors after the MCE since there may be
some time lapse between the MCE time and suspension of the
CBBC trading. Any trades executed after the MCE (i.e. Post MCE
Trades) will not be recognized and will be cancelled. Therefore,
investors should be aware of the risk and ought to apply special
caution when the CBBC is trading close to the Call Price.

Issuers will announce the exact call time within 1 hour after the
trigger of MCE, and HKEx will also send the list of Post MCE
Trades to the relevant Exchange Participants (brokers) who in turn
will inform their clients accordingly. For avoidance of doubt on
whether their trades have been cancelled (i.e. whether they are Post
MCE Trades), the investors may check with their brokers.

Besides, the Mandatory Call Event (MCE) of a CBBC with
overseas assets as underlying may be triggered outside the
Exchange’s trading hours.

Funding costs : The issue price of a CBBC includes funding costs.
Funding costs are gradually reduced over time as the CBBC moves
towards expiry. The longer the duration of the CBBC, the higher the
total funding costs. In the event that a CBBC is called, investors
will lose the funding costs for the entire lifespan of the CBBC. The
formula for calculating the funding costs are stated in the listing
documents.

Movement with underlying asset: Although the price of a CBBC
tends to follow closely the price of its underlying asset, but in some
situations it may not (i.e. delta may not always be close to one).
Prices of CBBC are affected by a number of factors, including its
own demand and supply, funding costs and time to expiry.
Moreover, the delta for a particular CBBC may not always be close
to one, in particular when the price of the underlying asset is close
to the Call Price.

Risks Associated with ETFs

Synthetic ETFs do not buy the assets in their benchmark. Instead,
they typically invest in financial derivative instruments to replicate
the benchmark’s performance. The ETFs are required to be fully
collateralized when investing in derivatives (details of the net and
gross counterparty exposure and types and composition of the
collateral are published on the ETF’s website). Investors should
read the ETF prospectus carefully to ensure they understand how
the fund operates.

Counterparty risk : Synthetic ETFs are subject to counterparty
risk associated with the derivatives issuers and may suffer losses if
the derivatives issuers default or fail to honour their contractual
commitments. Further, potential contagion and concentration risks
of the derivative issuers should be taken into account (eg since
derivative issuers are predominantly international financial
institutions, the failure of one derivative counterparty of a synthetic
ETF may have a “knock-on” effect on the other derivative
counterparties of the synthetic ETF). Although synthetic ETFs are
fully collateralized from their counterparties, this may not
completely remove the counterparty risk. For instance, 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 losses to the ETF.

Market risk : ETFs are exposed to the economic, political,
currency, legal and other risks of a specific sector or market related
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to the index that it is tracking. ETF managers 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 benchmarks.

Tracking error risk : Tracking error is the difference between the
performance of an ETF and its underlying benchmark. Tracking
error can arise due to factors such as the impact of the Total
Expense Ratio (TER), changes in the composition of the underlying
benchmark and type of ETF (physical vs synthetic). The TER of an
ETF may include management fee and other fees and costs (eg
transaction costs, stamp duties, costs for preparing financial reports
and other prescribed documentation, legal and auditing fees,
insurance costs, fees for custody services, etc) — there is no
universal definition. An ETF’s estimated TER is stated in the
prospectus. The estimated TER of an ETF does not necessarily
represent the fund’s tracking error because the fund’s NAV may be
affected by other factors, eg dividends and other income from the
portfolio, and in the case of a synthetic ETF, the indirect costs borne
by the fund may only be reflected in the market value of the
derivatives it holds.

Risk in trading at discount or premium to NAV : The market price
of an ETF may be at a discount or premium to its NAV. This price
discrepancy is caused by supply and demand factors and may be
more likely to emerge during periods of high market volatility and
uncertainty. This phenomenon may also be observed in ETFs
tracking specific markets or sectors that are subject to direct
investment restrictions. As a result, investors who buy at a premium
may suffer losses even if the NAV is higher when they sell and they
may not fully recover their investment in the event of termination of
the ETF.

Liquidity risk Although ETFs usually have one or more market
makers (known as Securities Market Makers, or SMMs) to help
provide liquidity, there is no assurance that active trading will be
maintained at all times. In the event that the SMMs are unable to
fulfil their obligations, investors may not be able to buy or sell the
ETF through the trading system or may find the market price of the
ETF is at a discount or premium to its NAV. Frequently A

RISKS OF TRADING IN LEVERAGED AND INVERSE
PRODUCTS (“L&I PRODUCTS”)

Leveraged and Inverse Products (L&I Products) offer a new world
of opportunities for active investors who want to pursue short-term
market views. L&I Products, structured as Exchange Traded Funds
(ETFs), seek to achieve short term investment results that
correspond to the daily magnified or daily inverse performance of
their underlying benchmarks on a daily basis

Today, the performance multiple is capped at two times (2x) for
leveraged products and negative one time (-1x) for inverse products.
L&I Products have three key features: 1. Daily investment objective
— seek to achieve a multiple (2x or -1x) of their benchmark’s daily
performance, before fees and expenses; 2. Compounding effects of
daily returns — performance can deviate from the multiple of the
benchmark’s cumulative return when held for longer than one
trading day; and 3. Use of derivatives — invest a portion or all of
their net assets in derivatives, typically futures or swaps.

Risks involved in trading L&I Products Like ETFs, the risk of L&l
Products can include counterparty risk, market risk, tracking errors,
trading at discount or premium, and liquidity risk. In addition,
investors should understand how the performance of L&I Products
is likely to be affected when they are held for more than one trading
day (compounding effect) as described previously.

The risk of loss in trading in L&I Products is substantial. In
particular, they are not suitable for investors who are unfamiliar
with the features and risks of L&I Products, as they are designed for
daily investment results, and/or investors who are looking for a
long-term investment and cannot actively monitor their holdings.
Therefore, L&I Products are normally not suitable for many
members of the public who wish to invest in collective investment
schemes or ETFs as a low risk exchange-listed product in order to
diversify their investment risks. The regulatory authorities have,
taking into account their special risk profile, prohibited and/ or
discouraged the use of margin finance for investment in L&I
Products. Investors must carefully consider whether trading is
appropriate for you in light of your experience, objectives, financial
resources and other relevant circumstances.

L&I Products may currently be traded, cleared and settled in Hong
Kong dollars, Renminbi and/or US dollars. Investors trading 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 product price.

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. You should
consult your own business, legal, tax and accounting advisers with
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13.

14.
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17.

respect to proposed L&I Product transactions and you should refrain
from entering into any transaction unless you have fully understood
the terms and risks of the transaction, including the extent of your
potential risk of loss.

RIGHT ISSUE

For exercising and trading of the rights issue, investors have to pay
attention to the deadline and other timelines. Rights issues that are
not exercised will have no value upon expiry. But if investors
decide to let the rights lapse, then investors will not need to take any
action unless investors want to sell the rights in the market. In that
case, the rights must be sold during the specified trading period
within the subscription period, after which they will become
worthless. If investors pass up the rights, the shareholding in the
expanded capital of HWSCL will be diluted.

RISK OF OVER-THE-COUNTER TRANSACTION

You should only undertake Over-The-Counter ("OTC") trading if
you understand the nature of such trading and such trading facilities
and the extent of your exposure to risks. If in doubt, you should
seek independent professional advice.

OTC transactions are subject to risk, including

counterparty risk, risk that the particular securities fails to
subsequently be listed on the Exchange, lower

liquidity and higher volatility. Settlement of the relevant
transactions is not guaranteed and you will be

responsible for any losses or expenses resulting from

your and/or your counterparty's settlement failures.

The prices of Securities traded on OTC market may

differ significantly from their opening or traded prices
transacted during the regular market hours upon the

listing of the Securities on the Exchange. The prices

displayed on the OTC market may not reflect the prices in other
concurrently operating automated trading systems dealing in the
same Securities.

In particular, the OTC market is not regulated by the

Exchange and the relevant transaction will not be

covered by the Investor Compensation Fund until it is

properly recorded on the trading system of the

Exchange upon the listing of the Securities on the

Exchange.

RISK OF COLLECTIVE INVESTMENT SCHEMES
Collective Investment Scheme may invest extensively (up to100%)
in financial derivative instruments, fixed income securities and/or
structured products (including, but not limited to credit default
swaps, sub-investment grade debt, mortgage-backed securities and
other asset-backed securities) and be subject to various risks
(including but not limited to counterparty risk, liquidity risk, credit
risk and market risk). Collective Investment Scheme may use
trading strategies that use financial derivative instruments which
may be unsuccessful due to a number of reasons; including, but not
limited to volatile market conditions, imperfect correlation between
the movements in securities on which derivatives are based, lack of
liquidity within markets and counterparty default risk.

RISK OF TRADING OF FOREIGN SECURITIES,
INCLUDING B SHARES LISTED IN THE PEOPLE’S
REPUBLIC OF CHINA

You should only undertake trading of foreign securities if you
understand the nature of foreign securities trading and the extent of
your exposure to risks. In particular, foreign securities trading is not
regulated by the SEHK and will not be covered by the Investor
Compensation Fund despite the fact that HWSCL is an exchange
participant of the SEHK. You should carefully consider whether
such trading is appropriate for you in light of your experience, risk
profile and other relevant circumstances and seek independent
professional advice if you are in doubt.

RISK OF PROVIDING AN AUTHORITY TO HOLD MAIL
OR TO DIRECT MAIL TO THIRD PARTIES

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.

RISK OF BOND TRADING

Default risk: This is a risk that bond issuer will be unable to pay
bondholder the payment, contractual interest or principal as
scheduled. You should pay attention to credit ratings of bond
issuers. Lower rated bond issuers may be more likely to default and
bondholder may lose the whole or most of their investment.
Interest rate risk: It is the major risk associated with bond
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18.

investments. The price of a fixed rate bond will fall when the
interest rate rises. The bond price would fall below the purchase
price should interest rate rise after the date of purchase.

Exchange rate risk: Bond that is dominated in foreign currency is
exposed to exchange rate risk. Fluctuations in foreign exchange rate
may adversely affect the underlying value and price of the
investments.

Liquidity risk: In the event of emergency to sell bond before its
maturity, there is no assurance that the bond will be actively trading
in the secondary market. If the bond issuer defaults or ceases to
fulfill their role, you as the investor may not be able buy or sell the
product.

Equity risk: For bonds that are convertible, equity risk may exist
and the underlying value and return of investments may be
adversely affected.

SOME ADDITIONAL RISKS WITH REAL ESTATE
INVESTMENT TRUST (“REITS”)

Investment risk: A REIT is an investment product. There is no
guaranteed return of investment in a REIT and investor may suffer
substantial losses of capital. Distributions received from a REIT
may not be sufficient to recoup investment capital.

Market risk: Investments in real estate are subject to the risk of the
general economic conditions. Any cyclical economic factors may
cause fluctuations in occupancy and rental rates of the real estate
held by a REIT. This will in turn adversely affect the income
derived by a REIT from its real estate investment.

Concentration risk: Where a REIT relies on a single real estate to
generate all of its revenue, any circumstance that adversely affects
the operations or business of that single real estate, or its
attractiveness to tenants, may adversely affect the revenue generated
and the REIT will not have income from other real estate to mitigate
any ensuing loss arising from such circumstance. A concentration of
investment in a single real estate causes the REIT to be highly
susceptible to relevant real estate market conditions.

Interest rate risk: Fluctuations in interest rates may increase the
interest costs incurred by a REIT in respect of its borrowings and
may have an adverse effect on the level of activity in the property
market. The financial position of the REIT and its ability to make
distributions this may be adversely affected. Moreover, the trading
price of the REIT units is likely to decline if there is an increase in
interest rates.

Distribution risk: The distributions of a REIT may be made out of
capital. Investor should pay attention to the composition of

FERIA TR Lt FEREE R - BRI ERGRIEN R
TR o

SNERR: FEE AL SN TR B 5 M e -
%g%?ﬁfﬂﬁﬁ@}i@fﬁﬁ*a R EE S AR BRI AV B AR IS K
< 5!/

BT [HES RO RIRIRIL A GO - (RO
%E’J L BN EREN TS o (AR TR B AR

TRNT » BRI A TR A E TR -

R R A {507 PR (5957 - FTREAFERC SR - G E
18 S A IS H 2L

B Pt B (R LR BRI VR

A St E (St e AL IR TR
A - B s ZIS%?TTE‘E%X )
RHEGER - FEEEFELATEITRE - RO ER SR -

AT S R KO RS A - (o S
IR 240 FTAES (B M (s LA ) o
SR RIS B DR - 1o e e (R A BN
KA ER AT -

SR Pt (SR SRR — AV AT
WA o FEEEIEIL T » A B B Ay B B e P e

AR VBN » SR SRS [ R » HBrA
Bg Az SRS ERERA - AR
P EL T TR ?E?EE%E“T%%ET&?ILLK*UFE
ﬁﬁ%l?&ﬂ’]i‘a% SerP A B — e T H A e (S et A
& GHESZMHE

Bt T TR -

Al RIS BIbR T 0 ps it A (S 3t AR A (S B R A -
IR REE Rt NTE A AE 2 > B TRE B S (SaTA
ﬁﬂ’jgﬁ“%/}%&/)ﬁﬁﬁbﬁ BES - FIR_EFHIRA I RES (BB
PE(SFEEB A EE T, -

ECEIC B A BRI E

BLR SAHRARY R B E (S
EA L\ﬁt&ﬁﬁkiﬁi SRR

PR - 0% %r_éﬁ?aﬁiﬁ/]$

distributions declared by a REIT (for example, the extent to which SEHRL (WJ?EI/JT 2R B URLE A BB AS - DU SHBCER o3 P
the distribution declared is composed of, and the types of, income {15 ELBID
and capital) as disclosed in the relevant results announcement and
the financial reports of the REIT.
-END -
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