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Assessment of client’ s knowledge on derivative products
AL E P HITEERARE

Client Name E2F &1 . Account No.IE B5RAS

According to the requirement of paragraph 5.1A of the {Code of Conduct) issued by the Securities and Futures
Commission, a licensed or registered person (including Prior Securities Limited) should assess the client’ s knowledge
of derivatives and characterize the client based on his/her knowledge of derivatives.The following is the criteria for
assessing a client’ s knowledge of derivative products.

REFSRPESHEREZEE (BIER) 5 51ABRNRE  FRASGERABEFRRESBRAT)EILERHITE
TENRE  UREEFHITETEMNREREFLNE - UM ERIZHEERPZEEHTTEERARE -

1 | I/We have executed five or more transactions in any derivative product (whether traded | 0 Yes2 |0 No&
on an exchange or not), within the past three years.
AN/ EEEEBE-—FANEEBARIULBERATEERNRS(FAHEEERIMES) -

2 | I/We have undergone training or attended courses on derivative products. OYes2 |0 No&
AN/ EEEEZARITEERNIEISEEHERRE -
3 | I/We have current or previous work experience related toderivative products. OYes2 |ONo&

FN/ESHRBNBERTEEMBRAN TIFLR -

If corporate client, please provide the following data IR ATEF @ BHRHEMUTER : -
Name(s) of responsible person(s) for making investment decisions
BERERAEATZHS .

Confirmation by client EF#ER : /We XA /EE 0O wishBE A do not wish &=
to trade exchange-traded derivative products. ERXRSFMEB 2 TTEER -

Declaration by Client 2 F2H

[/We have carefully read and understood the above " Risk Disclosure Statement for Derivative Products”. I/We accept
to bear the potential risks associated with trading in exchange-traded derivative products. KA/E&EFARERBE
BEREY T T EMmZARIRERR , - AN/ EEERREEENERSMEE 2 EmPIHE RN BERR -

FE(Y) H(m) H(D)

==

Client’ sSignature(s)&F%E

Note : Exchange-traded derivative products include but are not limited to derivative warrants, callable bull/bear contracts, synthetic exchange
-traded funds etc.5 : REMBEEZITEERBIBEARNITERRE - 456E CHRSIMEEEESS -

Risk Disclosure Statement B [&#EZM (to be completed by the Company HHAASIEE)

I/We, Prior Securities Limited representative(s), hereby declare and confirm that I/we have provided the risk disclosure
statement annexed hereto in a language of Client’ s Choice (English/Chinese) ; and The Client was invited to read
the enclosed risk disclosure statement, to ask questions and take independent advice if the Client so wished.
AN/EERFRBHFARATNAMBE - WELBAREIRAAN/ESCRB HEE PREENES(ENEPN) =21
IWRAROERIKEER . REFPCRBFREBEN L 2ERKEERSE REBEREKBUNER (NEFPELEER) -

X [0 Face to Face E¥E

O Telephone &
Signature of Licensed Person Name of Liensed Person CE No Date Recorded Line No Time
AR FREASE P RARR =3 EERERE 5E
For office use only Signature verified by Inputted by Checked by Approved by
AREEA
Date B
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Risk Disclosure Statement for Derivative Products
TEERZERIK E EH

Trading of exchange-traded derivative products involves high risks and is not suitable for every
investor. Investors should understand and consider the following risks before trading in derivative
products. EBERSMBEEZTEERSREREE - UIFEBEREELSES - REZEETEEMALESERA
REBUTHER

Some Risks Associated with Structured Products #5814 2= fa A9 — Lo AR BE JEL B

1. Issuerdefault risk ¥{TEREEME
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. (& AEBHERBTHREMAEBTEEMBTESNEL  REZRWEASHEE
HEEA  HBTHEOEELDBELERER - Bt REEARHBEEBHERRTENMORER

2 Uncollateralized product risk JE## % fm /@&
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. FFEIREBHEMIIAEEER - MERTHRE  REZJLUBKESZH
RE - BEREEMEAFER  REE BB LEHXH -

3.  Gearing risk &2 &
Structured products such as derivative warrants and callable bull/bear contracts (CBBCs) are leveraged and
can change invalue 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. B EMMITERRE R4 REYZERER - HEEUZANHBEENRRILRMREE - 7
BEEZAER  ARMENNEBEYLUNEER  BREVRENESHESE

4 Expiry considerations BXEINER
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.
EEMEmRBIENE  PENERI—XAE - REZRESEMNIIGE - EARTEEmEERNERUREE
fic EER SR -

5  Extraordinary price movements {55k {E1&#% 8
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. AR M EMNERASRSIMREAZRIHSHK)MARREERE - HILERARZXECLUSEE
N PURBIERE -

6  Foreign exchange risk SMEEE
Investors trading structured products 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 structured product price. EXREEZMEEABUHEMNBREENIFLUB D EA -
HieZEEIMNERPE - BT MK U HBEEENEBEEENERTE  ETTEEBUERNER -

7  Liquidity risk FiEEEE
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. BRFIREMBABMERBTEHEAE —SRMNERZE—
MEEBRMHE - REERHENVHEEAERREUMERESFESE - FARBERHZXRBUFLETHE -
ERERNREZUMARETEE  EEAMNMEE BHEZMEHARL -
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Some Additional Risks Involved in Trading Derivative Warrants B & 74 #3850 — L8851 B I

1  Time decay risk IS FEE IS
All things being equal, the value of a derivative warrant will decay over time as it approaches its expiry date.

2

Derivative warrants should therefore not be viewed as long term investments. {REEMIERAE - TT4#ER
REAZER  BESAE  RIEAERARERE -

2 Volatility risk 5 i@ & &
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. $74 R EE O EHEBEEBKRNSIHK
BMAYK  REZFRISHEEEENRIE -

Some Additional Risks Involved in Trading CBBCs BB 4-ARBAV— LRI B IR

1  Mandatory call risk 3& &l UZ =] /& fg

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. REEE B AR - AEEFARFOLEIA "HUE ) si@bWEIMNE S - BERENEREE
BEEE LM AR e et W EE/KE - FaREAMFLER - | - REZRBEWRICSFLEEENFREHERD
BITER EMXHEE SR HARNOREGREE (IR MBREEIMUES) -

2 Funding costs RiER A
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. 48REMEZTECEEMERA - ME
RASREFAREEORMBEMZEE D - FRBNERAER - BARERAAS - B —RFRIRKE - wEEHE
KRB EEBIIMERR - MERAWAERNERFREZN LXK -

Some Risks Associated with Exchange Traded Funds (ETFs) X ZFrEEE £/ — LAHR B IS

1  Market risk T35 & b

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.
REGMEERTTEREMELEY - THE/ABNIBEEARNWRE - B55Em) KRR - KSFEBEEESK
HolHARKBESZERE  BEENAEEKDPRBERIETHRE - REZVAEERABBEE/EERNKE
MERZE KR -

2 Tracking errors BftiR=
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.)
ERERGFMEBESHNFRIREARBE/EENFIERE - RRUMURERGMEERTHNRGERAMER -
HERR/EENEHES REMEBEESKENEREBSESEAER - ( ERNERKRERT S EH/EEARY
BARUKR GREBEH #RTFX )

3 Trading at discount or premium LU ZES EHER S
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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REMEBEEHNERUASSRAEREZEEFE  EPETEEHKRAZN[E - EHERNBERBRE(ELE
MEALEZR  BFIEH -EHERRERRNTS/TRNRZMERESMOUEEEIER

4 Counterparty risk involved in ETFs with different replication strategies X ZFiEEE SN AREHRIES
R4 = [ b

a) Full replication and representative sampling strategies T2 EH &K EEXRURARIE

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
tendsto beless of concern. RATEZREBEXBNRSMEER S - BEEZREENHRLEERERABAN
RN/ EE - IREEERARUERARRKE 1 - ARKREREDES(MAZZENWHEER DR/ EE - EERE
HEEEMARE_EMBTOAERTIENR FMEEES  HRXSHUFARBEAZIA™E -

b) Synthetic replication strategies % &R B 5K
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: ¥ 4x
SRARBORSGMEEERES  IZZEBEHNHMTETEREMERENRIR - R - REGSEREEKRE
N REFEEEESIBLAMIE

i. Swap-based ETFs MUsHiE 418K

Total return swaps allow ETF managers to replicate the benchmark performance of ETFs without
purchasing the underlying assets. 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.
BRBIHERSREEE KB DERESEENREMARBEERREE - LUSHSHABHNR
SREERTRAZRERPRSBNRGHFER - BRSSP RENAERBTHENER - 225
B REK -

ii. Derivative embedded ETFs A$T4&T BB

ETF managers may also use other derivative instruments to synthetically replicate the economic
benefit 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.

REAEEESAET I MAEMTETR - REEREREENKENR - BAETETETBA—ENZ
E81TERT -  LTEIEBANRSMEEESTAZRERITENRSHFRER - HRITHRAIA
AEE THGHEGE - BENESETIEX

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. It is important that
investors understand and critically assess the implications arising due to different ETF structures and
characteristics. XSFIEEEZAENGERR  URAEERRRERHRERITEE - 1% SREFRZEN—B
T ERBNHEYLEEREYMBZE  SRSMEBESHERNEE - REZEE FRIARETLAEHN
RGMEERETHEBREEEANTE BLAER -

Ver.20160701 4/6 Derivatives (Assessment / Risk Disclosure / Questionnaire)



Room 902, 9/F Harcourt House, 39 Gloucester Road, Wan Chai, Hong Kong

% Prior Securities Limited EEHT 51T 30 HERAE 0 1902 =
FIREBSERALAT Tel 85 : (852) 21100181 Fax f8E : (852) 21100183
SFC CE NO. & th 45 3% - BEG494 Email BH : info@priorsecurities.com.hk

TEEmRaEERE

WEPBERIAHITEERBRS - WEERMARSBRAS)( "FR" )MBEETEERFL 2 ARERE -
AU NOTETERBE !

HARFEEN D

1 FEREREGIEWE  HEEREARIERE? o2 0O&
2. KB EERARESESFRENET—HRER ? N2 HO&
3. ARERBHEIWNE - REEZZEEETER? = H&
TR R

4. BOBRAERREEEETTEER(BiRNEP—IRER ? 02 0O&
5. EREREGEETEEE(ERNEP—IRER ? NHzE O&
6. SIBRERREEESITEER(BR)NWEP—IEER ? o2 0O&
ETF &%

7. RGMEBEE(ETHNZTEZEEWERATRENEWEN SRS ? o2 0O&
8. IERBEERSMEER S (ETRHWHEP—IAER ? &
9. AEEHEBS AN FRAREERSMEBREZ(ETRHNEP—IRRER ? O=ZE O&
2NN (IR IRAS ) RBZEDFIR

FAANETTEERZRBHMELRTME - MARARBTTEERZBE - FACTERRMBEITEERIF
L2 RERRE - AANBEBEARATEERNSRER KBRS AERZHBRITEERAHRIBERR -

BEFRE HEA :
For office use only Signature verified by Inputted by Checked by Approved by
AATEH
Date HE
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