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O  I/We underwent training or attended courses that provide general knowledge of the nature and risks of derivatives
(e.g. relevant online or classroom courses offered by academic institutions or financial institutions) ,
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O  I/We have past or current work experience related to derivative products (e.g. work experience in bank or financial
institutions)
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O 1/We have conducted 5 or more transactions in derivative products (whether traded on an exchange or not) within
past 3 years
(e.g. Derivative Warrants, Callable Bull/Bear Contracts, Stock Options, Exchange Traded Funds, etc)
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d  I/We confirm that I/we have reviewed and fully understood the provided “Risk Disclosure Statement of the relevant
Derivative Products”, and have obtained explanation Malahon Securities Limited (“Malahon”) in a language (English
or Chinese) of my/our choice.
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I/lwe hereby confirm that the above information provided is true and complete. I/we also understand that Malahon
Securities Limited will rely on the above information provided to assess whether I/we have acquired knowledge of
derivative products, in order to comply with relevant requirements of the Code of Conduct for Persons Licensed by or
Registered with the Securities and Futures Commission.
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I/We AGREE to trade derivative products with and through Malahon. | am/We are now signed to confirm and accept the
explanation of risks in trading different derivative products provided by Malahon. I/We clearly understand the risks that
may be caused by trading these derivative products and agree to bear such risks, as well as to take responsibilities
involved.

EyEs S*T—[J:glﬁﬂij%“’f’fﬁfﬁ,—;({ri ﬁ‘lf# bbb o 4 k/F. SETP R rF JJﬂjfﬁjt Tﬁz E,Wi%lmi Eiﬁ (Rl ARl B
J'E‘LBEEPJL?E‘J Yt L/*';‘A‘ IF lﬁlyﬁf{"i &lf lq”iu—{sﬂlrﬂ—hlzﬁb 7&% I-SEB—}V JF
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Name Date
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Signature of Licensed Person CE No. Date:
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Risk Disclosure Statement for Derivative Products traded on an exchange
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Trading of exchange-traded derivative products such as Callable Bull/Bear Contracts (CBBC), Derivative Warrants, Synthetic
Exchange-Traded Fund (Synthetic ETF) involve significant risks. It is crucial for you as investors to fully understand the risks
and consequences involved in trading these exchange-traded derivative products before you trade them.
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General major risks of trading exchange-traded derivative products include but are not limited to the following:
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Issuer Default Risk & Fﬁfﬂ—‘i‘\?‘; B @
In the event that a derivative 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 the issuers of derivative products.
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Uncollateralized Product Risk S’F&'j??@ﬁll,’zﬂ!ﬁ
Uncollateralized derivative 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.
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Gearing Risk T‘Fiﬁﬂg?[!ﬁ

Derivative products 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 such derivative products may fall to zero resulting in a total loss of the initial investment.
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Expiry Considerations | 3Ry
Derivative 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.
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Extraordinary Price Movements ‘ﬁ’ﬂé]’?ﬁ‘*?’"ﬁﬁ
The price of a derivative product may not match its theoretical price due to outside influences such as market supply and demand factors.
As aresult, actual traded prices can be higher or Iower than the theoretical price.
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Liquidity Risk J3jE! & 1@
The Stock Exchange of Hong Kong Limited requires all derivative 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 fulfil its role, investors may not be able to buy or sell the derivative product until a new liquidity provider
has been assigned.
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Foreign Exchange Risk 9} B/ &

Investors trading derivative 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 price of the derivative product.
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In addition, there are risks pertaining to the particular type of derivative products:
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Callable Bull/Bear Contracts (CBBC) ﬁ;ﬁ:—

Mandatory Call Risk il [t &

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 5=y %

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.
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Derivative Warrants {=<% fisf

Time Decay Risk Eﬂj iy Rty
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.
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Volatility Risk iﬂi}ﬂﬁ’gﬁ[&ﬁ
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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Synthetic Exchange-Traded Fund (Synthetic ETF) aﬁf mgﬁm Ev % FLEHIEJEHELQ( 7 ETF)

Market Risk ﬂji‘ﬂ’;ﬂiﬁ
Investors are exposed to the political, economic, currency and other risks related to the Synthetic ETF’s underlying index.
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Counterparty Risk % pb%7= & [&

Where a Synthetic ETF invests in derivatives to replicate the index performance, investors are exposed to the credit risk of the
counterparties who issued the derivatives, in addition to the risks relating to the index. Further, potential contagion and concentration
risks of the derivative issuers should be taken into account (e.g. 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 other derivative counterparties
of the Synthetic ETF). Some Synthetic ETFs have collateral to reduce the counterparty risk, but there may be a risk that the market value
of the collateral has fallen substantially when the Synthetic ETF seeks to realise the collateral.
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Tracking Error jfi%#E
There may be disparity between the performance of the Synthetic ETF and the performance of the underlying index due to, for instance,
failure of the tracking strategy, currency differences, fees and expenses.
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Trading at a Discount or Premium J‘J?’?%P?i&]’%}lﬁ]?ﬂ

Where the index/market that the Synthetic ETF tracks is subject to restricted access, the efficiency in unit creation or redemption to keep
the price of the Synthetic ETF in line with its net asset value (NAV) may be disrupted, causing the Synthetic ETF to trade at a higher
premium or discount to its NAV. Investors who buy a Synthetic ETF at a premium may not be able to recover the premium in the event of
termination.
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ACKNOWLEDGEMENT BY CLIENT % t’lﬁ%?,’é’

I/We acknowledge and confirm that the Risk Disclosure Statement was provided and fully explained in a language of my/our choice

(English or Chinese); and I/we was/were invited to read the Risk Disclosure Statement, ask questions and take independent advice if I/we

wished.
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(Signed by Client® =1 55%) Date: [!#]: Account No :

DECLARATION BY REGISTERED PERSON (“RP”)
| declare that | have provided the Risk Disclosure Statement in a Language of the customer's choice (English or Chinese); and have
invited the above customer to read the Risk Disclosure Statement, ask questions and take independent advice if the customer so wishes.

(Signed by RP) Date Name of RP CE No. of RP



