s FIRIEE 30852014 HE R 9ERE:
20/F, 308 Central Des Voeux, No. 308 Des Voeux Road Central, Sheung Wan, Hong Kong

For Office Use Only A F|EH

VICTO RY H%*u AE Code:

SECURITIES B85 —

Account No.

Website: https://www.victorysec.com.hk  Email: cs@victorysec.com.hk Tel: 25252437 Fax: 28107616 CE NO.: ABN091

ADDITIONAL RISK DISCLOSURE STATEMENT
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Risk of Trading Derivative Warrants (“DWs”)
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Issuer default risk

In the event that a DW 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 DW issuers.
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Uncollateralized product risk

Uncollateralized DWs 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.
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Gearing Risk
DWs 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 DW may fall to zero resulting in a total loss of the initial investment.
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Expiry considerations
DWs 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.
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Extraordinary price movements
The price of a DW 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 DWs 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 DW price.
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Liquidity risk
The Stock Exchange of Hong Kong Limited requires all DW 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.
Tap] il e
mﬁ%’n £ AR L ISt NS B T 5 £ VRS - VB N B OB 7 O I
By - 2% wagai b AP TIPSR ] fspT i SSER A 5 Lo

S1-



8. Time decay risk
All things being equal, the value of a DW will decay over time as it approaches its expiry date. DWs should therefore not be viewed as long term
investments.
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9.  Volatility risk
Prices of DWs 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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Risk of Trading Callable Bull/Bear Contracts (CBBCs)
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1. Issuer default risk
In the event that a CBBC 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 CBBC issuers.
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2. Uncollateralized product risk
Uncollateralized CBBCs 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.
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3. Gearing risk
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 CBBC may fall to zero resulting in a total loss of the initial investment.
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4.  Expiry considerations
CBBCs 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.
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5. Extraordinary price movements
The price of CBBC 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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6. Foreign exchange risk
Investors trading CBBCs 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 CBBC price.
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7. Liquidity risk
The Stock Exchange of Hong Kong Limited requires all CBBC 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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8. 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.
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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 CBBS 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.
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Risk of Trading Exchange Traded Funds (ETFs)
PR A N O

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 mangers 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 errors
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 fulfill their role,
investors may not be able to buy or sell the product.
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Counterparty risk involved in ETFs with different replication strategies
(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.
(b) Synthetic replication strategies
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:
(i) Swap-based ETFs
e 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 of fail to honor
their contractual commitments.
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(i) Derivative embedded ETFs
e 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.
e 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.
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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Acknowledge the understanding of the risks associated with DWs, CBBCs and ETFs by Client

HURERMOP G ES RE T ETAC BRI SR

&

Client’s Signature(s) & 135"
(To be signed by all account holders in case of joint account)

(VRS ERRET  BTE R R TR A

In the event of any inconsistencies or discrepancies between the English and Chinese versions, the English version shall prevail.
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Derivatives test

TET AFBFMEHREEK:

Exemption Requirements for Derivatives Account Opening:

* #75 FRM, CFA IEZ B LR EEENEN(CTETRAEAHS)

Holder of FRM, CFA or the person who has passed Hong Kong Securities and Investment
Institute Paper 9 (Derivatives)

« RIRBFSURE 3 FHER HITE E S A B TIEER

Work experience related to derivative products currently or within the past 3 years
« RIBE 3 EZHT S KA EBHALTEERNX S

Executed 5 or more transactions related to derivatives in the past 3 years

BE 3 FNEEIARNB—RITEERZME ZERNVIENIEERE

Have attended any training or courses which are related to the nature and risks of
general derivatives within the past 3 years

I EFR e AR R IR

*Documentary proof must be provided for the above exemption
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FIEHFBE L ZE, Please tick the most appropriate answer.
1. FRER?

What is an inline warrant?
A FFEEMES
Unstructured product
B. GEtEM A m
Structured product
CIPTETEH
Non-derivatives
D. RIZ(i&i& 10 F)IRETHR
Long term (over 10 years) investment vehicle

2. UTH—aH4RENREZIERE?
Which of the following statements about a CBBC is correct?
ASBLEWFHEBEE, RIBLHBREMEE, BTRREAXSM
Bull contracts are bullish on the underlying asset; bear contracts are bearish
on the underlying asset; the issuer is usually an exchange
B.4BABXREREE, RILAFBHHEEEE BTHREAXZAN
Bull contracts are bearish on the underlying asset; bear contracts are bullish
on the underlying asset; the issuer is usually an exchange
CHELEHHEMBEE REABRKEMEE BITHBEARERT
Bull contracts are bullish on underlying assets; bear contracts are bearish on
underlying assets; issuers are usually investment banks
D. 4 BABXRMEMEE, RELFHFHEMEE BOUHRESERT
Bull contracts are bearish on underlying assets; bear contracts are bullish on
underlying assets; issuers are usually investment banks
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3. 4R EERE:
A ZRTHEE
equal to strike price
B. §RBURRITEIE
above or below the strike price
C.eRHFRITEE
above the strike price
D. KRS FETHEE

below the strike price

4. PTHEEENEREE, TR TIIWIE?
A TIG1EE
Market index
B. 5k
Foreign currency
C. ARSI R
Private company shares
D. FHA SR

Listed company shares

5. MTERETRITINGTIRMIREHBEYRIK?
A N8
Inline warrant
B. 4-REZE
CBBC
C. PTHEHEE
Derivative Warrants
D. B4 IEEHIE

Hang Seng Index Futures
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A 1R ENERRITEE

The price and strike price of the underlying asset

B. AR EERHYK IR

The volatility of the underlying asset price

C. BERER BUF EF 45 B ORI ERAS ]

Time remaining until fiscal year end date

D. JEFHHRE EIk AR

Expected dividends from underlying assets

. IR RIS R REIAEE N E E?

A EEIEBHIE B4

Hang Seng Index Futures Contract

B. [E4- 58]

Hang Seng Index

C.lE4E8HIE

Hang Seng Index Futures

D.H B {58

H-Share China Enterprises Index

- BERETEHESRITHRENE. NTHMESTE TRTHTE THREHENE

Bgx?

A HHEERITHIHESA

Sell HSBC futures contracts

B. EAEZIRITHEEEA

Buy HSBC futures contracts

C./d & & B ERITHIBZ D

Sell HSBC shares

D. B N\FEZSRITHIRERE

Buy HSBC Bear Contracts
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9. WBEETNE4E (FRFGEE) BTEHERE

Please calculate the theoretical price of the following N-type bull contracts
(without residual value) at the time of issuance:

HEE $120

Spot price

KEHE (#f785RTE)  $105

Recovery prlce (determined at the time of issue

TEE (BfTFEIE)  $100

Strike price (determined at the time of issue)

MEER (8%) $8
Financial expenses (8%)
BAMERILE 100:1
Contract Equity Ratio

[] A $0.07

[] B.$0.12

[] C.$0.23

[] D.s0.28

10.5% R 8458 (SRIeR(EHE) HNEREARS0.38, &:

Assuming that the theoretical price of Type R bull contracts (including
residual value) is $0.38, if:
1. BEEKESS (BRIKEE) ;
Spot price fell to $98 (recovery price hit);
2. BHEASY (FMEREHEEEATKOEAHEZET EXZRFBRANE
KB ZE)
The settlement price is $97 (not lower than the lowest transaction price
of the underlying asset after the mandatory recall event to the next
trading session);
3. f71EE (R1THRTE) %995
Strike price (set at issue) is $95;

4. EHERIEERS 100:1;
The contract equity ratio is 100:1;
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Please calculate its return or loss amount:

A. [21%5$0.02
Return $0.02

B. j§515$0.02
Loss $0.02

C. §5#8$0.35
Loss $0.35

D. §515$0.36
Loss $0.36

KAANERCEE [TTETRERFNREER], IHRATHK [$14 TEERAR] &
MEBEE -
[ confirm that [ have read the "Exemption Requirements for Derivatives Account

Opening"” and have personally completed the "Derivatives Product Test", and hereby
certify by my signature.

252 Signature:

% 2 Name:

BE59%8E ID No.:

HHH Date:
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