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Risk of Trading of foreign securities, including B Shares listed in the People’ s Republic of China and
shares including A Shares listed in the People’ s Republic of China within Shanghai-Hong Kong Stock
Connect (Northbound Trading Link) and Shenzhen- Hong Kong Stock Connect (Northbound Trading
Link)

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
China PA Securities (Hong Kong) Company Limited ( “CPAS" ) 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.
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Suspension or restriction of trading and pricing relationships

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.
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Deposited cash and property

You should familiarise 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.
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Commission and other charges

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

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

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

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

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

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
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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 familiarise yourself with applicable rules
and attendant risks.
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Risk relating to Trading in US Exchange-listed or Over-the-counter (OTC) Securities or Derivatives
You should understand the US rules applicable to trades in security or security-like instrument in
markets governed by US law before undertaking any such trading. US law could apply to trading in US
markets irrespective of the law applicable in your home jurisdiction. Many (but by no means all) stocks,
bonds and options are listed and traded on US stock exchanges. NASDAQ, which used to be an OTC
market among dealers, has now also become a US exchange. For exchange-listed stocks, bonds and
options, each exchange promulgates rules that supplement the rules of the US Securities & Exchange
Commission ( “SEC" ) for the protection of individuals and institutions trading in the securities listed on
the exchange. OTC trading among dealers can continue in exchange-listed instruments and in
instruments that are not exchange-listed at all. For securities that are not listed on any exchange, trading
can continue through the OTC bulletin board or through the inter-dealer “pink sheets” that carry
representative (not actual) dealer quotes. These facilities are outside of NASDAQ.

Options on securities are subject to SEC rules and the rules of any securities exchange on which the
options are listed. Options on futures contracts on commodities like wheat or gold are governed by
rules of the US Commodity Futures Trading Commission ( “CFTC" ). There are also commercial options,
like options on real estate, that are governed neither by SEC nor CFTC rules. Whether you are intending
to trade in US exchange-listed securities, OTC securities or derivatives, you should understand the
particular rules that govern the market in which you are intending trade. An investment in any of these
instruments tends to increase the risk and the nature of markets in derivatives tends to increase the risk
even further.

Market makers of OTC bulletin board are unable to use electronic means to interact with other dealers
to execute trades. They must manually interact with the market, i.e. use standard phone lines to
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communicate with other dealers to execute trades. This may cause delays in the time it takes to interact
with the market place. This, if coupled with increase in trade volume, may lead to wide price fluctuation
in OTC bulletin board securities as well as lengthy delays in execution time. You should exercise extreme
caution when placing market orders and fully understand the risks associated with trading in OTC
bulletin board. Market data such as quotes, volume and market size may or may not be as up-to-date as
expected with NASDAQ or listed securities. As there may be far fewer market makers participating in
OTC securities markets, the liquidity in that security may be significantly less than those in listed markets.
As such, you may receive a partial execution or the order may not be executed at all. Additionally, the
price received on a market order may be significantly different from the price quoted at the time of
order entry. When fewer shares of a given security are being traded, larger spreads between bid and ask
prices and volatile swings in price may result. In some cases, the liquidation of a position in an OTC
security may not be possible within a reasonable period of time. Issuers of OTC securities have no duty
to provide any information to investors, maintain registration with the SEC or provide regular reports to
investors.
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Default Risks & Counterparty Risks

Every investment products contains default risks and/or counterparty risks. Default risk could come from
the issuer’ s failure to make payments as agreed. At time of market downturn, an issuer may default
due to their inability to raise new debt to roll over or repay old one. Credit ratings are the most common
tools used for assessing bond default risk. A rating represents the opinion of the rating agency at a
particular point of time and may change over time, due to either changes in the financial status of the
issuers or changes in market conditions. Counterparty risk refers to the failure of the trading party in
fulfilling their financial contractual obligations. While ratings by credit agencies represented quality
assurances, investors should not only reference to the credit ratings of the product issuers, but also seek
full understanding of the product structure and its exposure to the financial derivatives in order to avoid
financial loss.
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Risk-reducing orders or strategies

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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