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Derivative Products Knowledge Assessment & Derivative Knowledge Test
(Notice for trading Derivative Product & Risk Disclosure Statement)
FEASTRBEFEREIFA LI ETPRHRFTLIASFETE LB g ER)

1. According to paragraph 5.2 of the Code of Conduct for Persons Licensed by or Registered with the Securities and Futures Commission, a
licensed or registered person should ensure the suitability of the recommendation or solicitation for the client is reasonable, and should
assure itself that the client understands the nature and risks of the products when providing derivatives services.
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2. Clients who do not have derivative knowledge will not be allowed to trade derivatives. If you have any relevant knowledge, please fill in or
update the " Derivative and Structured Products Knowledge Assessment " as soon as possible for on-going derivatives trading.
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3. Moreover, clients who have traded derivatives 5 times in CIS Securities Asset Management Limited (“CIS”) for the past three years have to
submit the assessment to update your derivative knowledge status.
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4. For Joint account, please complete a assessment for each client.
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SECTION 1 : Derivative and Structured Products Knowledge Assessment

FE  ITE RSB EE LR AL

A derivative product is a contract that derives its value from the performance of an underlying assets, including but not limited to equity options, rights issues, CBBCs,
warrants, synthetic futures / ETFs, leveraged and reverse products, leveraged Forex, swap, etc.
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1. Do you have in-depth/substantial knowledge in the nature and risks of derivative and structured investment products?

BT R BT A R AR MRS A R BB B Pl sk ?
[ No (Please go to the client confirmation section) & (ZZ8LE &R 1)
[0 Yes (Please complete Q2-4) E:(57 55/ /2 2-4)

2. Have you ever undergone any training or attended courses on derivative and structured investment products?

N W SR A R T A S AR MR A B LAY B [ B E S B R R AR
O No (Please complete Section 3 Derivative Knowledge Test) & (355546 5 = 25 7774 T A A5

[0 Yes (ote) 2251 (Name of training or attended courses £%3)I[ 232 44 )

3. Have you ever obtained any working experience related to derivative and structured investment products?

Pl T WSS 0T4: R4S MR 2 S A A /AR
O No (Please complete Section 3 Derivative Knowledge Test) & (355546 5 = 25 7174 T A 4156
O Yes & (Name of Employer & F £47%: Department Ef5[: Position i {ir: )

4. Have you ever executed 5 or more transactions related to derivative and structured investment products over the past 3 years? (whether traded on an
exchange or not)
B 3EF » BN RE YT 5 REbl EBT A RS AR A 2 5? (R SRS E T 5)
O No (Please complete Section 3 Derivative Knowledge Test) & (3525t 48 = 25 57174 T A A3 H157)
O Yes (mote2) %(31‘ 2)

If you answer “yes” in any question above, you will be classified as having general knowledge of derivative and structured investment products.
MEE TR LR —REEER” - HESaiFiiTE RSB EERE —Rm -

Note 1: It is suggested to provide the certificate or attendance record.

B L R R B R A

Note 2: It is suggested to provide the statement or contract notes which shows at least one transaction of the derivatives products.
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SECTION 2: RISK DISCLOSURE STATEMENT (Derivatives)
FEy RSB IR (T ER)

RISK DISCLOSURE STATEMENT

The brief statement is intended as a general guide to highlight some basic risks associated and does not mean to cover all of the risks and other significant aspects of trading
in structured or derivative products ( such as Futures and Options, Derivative warrants. Callable Bull / Bear Contracts (CBBC), Exchange Traded Funds (ETF), and Rights
etc.). In consideration of the risks associated, you (being the Client and Investor of structure or derivative products). should undertake such transactions only if you understand
the nature of the structure products into which you are entering and the extent of your exposure to risk. Trading is structured or derivative products is not suitable for many
members of the public. You should carefully consider whether trading is appropriate for you in light of your experience, objectives, financial resources and other relevant
circumstances.

JEdsive
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General
— %R B

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.
BTRIRE R

i G R E 3 T T R IR T R R T HL P S8 TR AR (T - B R R IR e A 3 TTRG LT E At B SR B - HIt - EEAR R
CEREIEE B TREMI T BB -

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.

FEHEAT S S
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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.

TR

SRR LU A RS S ARG R A b+ BB AR AR R A AR LRI R 5 - S B AR S EE T DR EE - B E TR

HNESHEHRL -

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.

FRERHIER
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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.

FREREE)

SR A Y S B TR R SRR 2 (TS5 oK) 7 s EL R (8 - NI I B S (AT DA /R ] DB B S -

Foreign exchange risk

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.

S E R

A E T E B A M AR A IR OB R B - H e S AN R o BN S R B rT AR A Y B IS i A R - S AR M
R -

Liquidity risk

Th(l Excgange 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.

SEE R

WA PR E A &S M fn i TR 2 R B — B0 mBE— R fUR B R < FUR SRS hECRRERE T EHEE - HAURERIELR
B ILEITIGE - ARERNEERARETEE - AEAMIUSRREEZELIKRE -

Derivative Warrants
PTARERE

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.
PR ERAE B
S HAMIE A TR R - EESRR > NI RGIE -

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.

B b
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DA REREHY S AT B AE R B A AR AY S [HORIR I Mgk I B UL AR AR -

CBBC
HpESY

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.

Ezall N

EFHEE RS - AWEAIES ] LRIH THOH ) SoafUElnYRr @ o AR HYAE R & A (B E_E SO P Ay SR I B K AR R R EE
[El » e R R URnl A E B B YA RS e A TR B RSl ”r%u”ﬂiéﬁﬂﬁ?fﬁﬁ CEE - FerEETILES) -

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.

RIE A
ARSI TH O BB - MERA G ARERET R A MR - 4-RREHIES BB AT o B RAARSE ] - R HBER T

RSB ROTIRER A - R AR ERE AR A L TS f: -

Exchange Traded Funds (ETF)
RoFTEE

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 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.

it

R APTE G £ RB M SRR - TR E A A (AR - (2R )R - S5 P B B A A ] R [ SR 2 2 HAR (Bl R REAERR
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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.

Bt

BRI SMEEESRBEHME M EENEERE - FEYT KRB S E BRGNS E RHAMER - MR EEERHE - XEFTEEESK
HAERRISEENE -

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.

DI B S

RAFMABERA S ER TR GE N aRN EEEHE - & R ORNENEE - SR IR LN EIRCE S R SHPEH— o E R ER
HITISIT R ST R B A IR T AE & A LI -

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.

SNE S

A T E A M S AH B A IR OB R B H e S AN R © BN S R B rT AR B A Y B IS i A R - R S AR M
HYfERE o

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.

DRyl
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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 utilising 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:
1. Swap-based ETFs
> 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.
2. Derivative embedded ETFs

> 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.
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
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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.
R B B RE SR EHERISRIE S R TR
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Futures and Options

R

Effect of “Leverage” or “Gearing”

Transactions in futures carry a high degree of risk. The amount of initial margin is small relative to the value of the futures contract so that transactions are “leveraged” or
“geared”. A relatively small market movement will have a proportionately larger impact on the funds you have deposited or will have to deposit: this may work against you
as well as for you. You may sustain a total loss of initial margin funds and any additional funds deposited with the firm to maintain your position. If the market moves against
your position or margin levels are increased, you may be called upon to pay substantial additional funds on short notice to maintain your position. If you fail to comply with
a request for additional funds within the time prescribed, your position may be liquidated at a loss and you will be liable for any resulting deficit.

“’fﬁﬁ”%
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EORF R 2 AR E SSRGS & » FTbL - SHRRER - SMERME A AR S o IR RE R 2B F B Oras & S R AERT A S 1 B BT 17 A B RS
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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.

ARSI B e R B SR
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Variable degree of risk

Transactions in options carry a high degree of risk. Purchasers and sellers of options should familiarise themselves with the type of option (i.e. put or call) which they
contemplate trading and the associated risks. You should calculate the extent to which the value of the options must increase for your position to become profitable, taking
into account the premium and all transaction costs. The purchaser of options may offset or exercise the options or allow the options to expire. The exercise of an option results
either in a cash settlement or in the purchaser acquiring or delivering the underlying interest. If the option is on a futures contract, the purchaser will acquire a futures position
with associated liabilities for margin (see the section on Futures above). If the purchased options expire worthless, you will suffer a total loss of your investment which will
consist of the option premium plus transaction costs. If you are contemplating purchasing deep-out-of-the-money options, you should be aware that the chance of such options
becoming profitable ordinarily is remote. Selling (“writing” or “granting”) an option generally entails considerably greater risk than purchasing options. Although the premium
received by the seller is fixed, the seller may sustain a loss well in excess of that amount. The seller will be liable for additional margin to maintain the position if the market
moves unfavourably. The seller will also be exposed to the risk of the purchaser exercising the option and the seller will be obligated to either settle the option in cash or to
acquire or deliver the underlying interest. If the option is on a futures contract, the seller will acquire a position in a futures contract with associated liabilities for margin (see
the section on Futures above). If the option is “covered” by the seller holding a corresponding position in the underlying interest or a futures contract or another option, the
risk may be reduced. If the option is not covered, the risk of loss can be unlimited. Certain exchanges in some jurisdictions permit deferred payment of the option premium,
exposing the purchaser to liability for margin payments not exceeding the amount of the premium. The purchaser is still subject to the risk of losing the premium and
transaction costs. When the option is exercised or expires, the purchaser is responsible for any unpaid premium outstanding at that time.

FEIRERAEEE
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Terms and conditions of contracts

You should ask the firm with which you deal about the terms and conditions of the specific futures or options which you are trading and associated obligations (e.g. the
circumstances under which you may become obliged to make or take delivery of the underlying interest of a futures contract and, in respect of options, expiration dates and
restrictions on the time for exercise). Under certain circumstances the specifications of outstanding contracts (including the exercise price of an option) may be modified by
the exchange or clearing house to reflect changes in the underlying interest.
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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. If you have sold options, this may
increase the risk of loss. Further, normal pricing relationships between the underlying interest and the futures, and the underlying interest and the option may not exist. This
can occur when, for example, the futures contract underlying the option is subject to price limits while the option is not. The absence of an underlying reference price may
make it difficult to judge “fair value”.

UEERIRER 5 R B

TS EIL (BN TIE R R A 2 ) K St Ee iR AR 1T (B0 R EAS R F 5 B I S BT & AN A5 5) » B DU s iE ks - 2R
R EH BN L B E BT R BB SR AT o AR IR B REREE  (RAURZ AR R T RE 0 - LA - ARRE A BT 2 DU
HERH B AR SR IR TE & RS BRI T RE XA AE - (I > BTEIIRERT S KAV S 4R Z EAS IRABIFTAR IR - (EHIREAB AR 2 AR - Sh= MR E 25
GBI E L B T A T ERR -

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.
FREOE R E
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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.

SR HABCE
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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.

FEHAM S A EREEE TS
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Currency risks

The profi)t/ 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.

et
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Trading facilities

Electror?ic 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.

B i
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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 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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CLIE

NT CONFIRMATION

PR

A.

If you answered NO in question 1 of Section 1, please tick the box below.
WL BRI - ST JARIE LS5 -

O 1/We confirm that I/we have no knowledge of derivatives at present and understand that CIS will not accept my/our subscription and switching instructions
to acquire shares in any CIS’s investment products that require my/our general knowledge in the nature and risks of derivative, until I/we have provided
proof of my/our general knowledge in derivatives.
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1/We declare that the information provided above is true and accurate.

ANIEEHERL DL BRI Bk a8 E T R e -

I/We acknowledge receipt of and be invited to study carefully the Risk Disclosure Statement (Derivatives).

A NIE RS TR R W8 355 4 B 5 b i B B (T 42 BER)

I/lwe understand that CIS will rely on the above information provided to assess whether l/we have acquired knowledge of derivative and
structured investment 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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Signature(s) (with Business Chop if applicable)
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SECTION 3: DERIVATIVE KNOWLEDGE TEST
% By ¢ £74E T B A5

The derivative knowledge test enables us to understand whether you have general knowledge of the nature and risks of derivative under
the regulatory requirement of investor characterization pursuant to paragraph 5.1A of the Code of Conduct for Persons Licensed by or
Registered with the Securities and Futures Commission.

FT4E T EAERNES 2 BT A S B G R R A\ Sk A RSF RIS 5.1A SIS E S ENEE TR DEERMTHEE T 2T ST E
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2. This test serves to help CIS understand your knowledge in derivatives and assess whether your chose products is suitable for you. Your answers to the
question(s) below would facilitate us to provide you with quality financial services. CIS will swiftly inform you of this test result.
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1. Which of the following is not a type of derivatives? DL FHf—3HWFENTATE ?
O A) Forwards &4
O B)  Futures Hi&
O C) Indexes f5%%
O D) SwapssiiEdy

2. Which of the following is not a main purpose for trading derivatives? DA I—IE W JEE BT T AN LR ?
O A) Arbitrage &
O B) Capital appreciation EAIE{H
O C) Hedging ¥
O D)  Speculation F5f#

3. Which of the following is a false statement? [} NIJf—IE 3 R IERE ?
O A) Futures can be traded over the counter EHETLL%&I\&%%T%‘T
O B) Futures can be traded on exchanges HI &5 7] jA%2 B AT E &
O C) Options can be traded over the counter Hﬂ#&T}Jﬂi@&l\x%E%ﬁ
O D) Options can be traded on exchanges HifE 0] A %8 S FTE

4. Which of the following is not a typical risk associated with derivative products? DA NUF—IE G JE5TAR 2 iy LR 2
O A) Creditrisk {Z &
O B) Liquidity risk ;7 @yl E s
O C) Marketrisk mis5 g
O D) Social risk 4 g

5. What does hedging involve? 5034 K DL NF—I8 ?
O A) Taking a futures position opposite to one’s spot market position = A B3R & A (i1t K AYE S B AL
O B) Taking a futures position parallel to one’s spot market position B A Bi¥R & Hii5 & A AHEAVHI & Az
O C)  Holding a portfolio of assets in different markets 55~ [E 5V E E
O D) Holding both derivatives and assets /5174 T B R & 7&E

6. Which of the following will cause derivatives to magnify loss in adverse conditions? L\ FUf—TE & 4745 T EAE T K EERHRHEIIN A 2
O A) Hedging %
O B) Leverage /&%
O C) Redemption Ji&[A]
O D) Switching B

7. Which of the following is not a common feature that can be found in derivatives? DL N—IE W IERTA T EAYE RAEF ?
O A) Coupon ZHFIE
O B) Margin &49#% 4%
O C)  Premium HifE4:
O D)  Time value H&fEHE

8. Which of the following is a risk led by default of a third party? DL FU—IE 25 = 77 B4 E g 2
A)  Management risk & ¥ &g

B)  Market risk 735\

C)  Liquidity risk i@t E b

D)  Credit (Counterparty) risk (& (X5 EF) &k
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CLIENT(S)’ DECLARATIONS AND SIGNATURE(S)
EFRHEEER

a.

I/We confirm that the above information is true and correct and l/we provide CIS with the above information wholly based on my/our own
judgment and decision.

KN/ EFHER LB RS - AN BEEEEAN T EHE RO E R R A LR &R -

I/We understand that the provision of information in this test is voluntary for the purpose of my/our derivative knowledge test. If I/we fail to
provide the information, the current test will not be processed.

RN/ BEFHAPRAMES EREEER B A N BEETAE TR BN - AN TEREREARER  ZRZH
B R B -

Signature(s) (with Business Chop if applicable)

EEEE (UEA  IEAEHE)

Date
HiH

* For Joint account, please complete this test for each client. For a corporate or unincorporated account, the authorized signatory who makes investment decisions on
behalf of the company should complete and sign this test.
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