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This brief statement does not disclose all of the risks and other significant aspects of any
transaction. In light of the risks, you should undertake such transactions only if you understand the
nature of the contracts (and contractual relationships) into which you are entering and the extent of
your exposure to risk. You should carefully consider whether trading is appropriate for you in light
of your experience, objectives, financial resources and other relevant circumstances. While Huayu
Securities Limited (“HYS”) proposes to give this general risk warning. It is not acting as your
financial advisor and you must not regard HYS as so acting. You should consult your own
independent legal, tax or financial advisors prior to entering into any transaction.

B R AT A AR A 2 i O — BB

Risks of Trading in Derivatives and Structured Products
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Derivative transactions (“Derivative Transactions”) can involve a range of products (including some
more generally known as structured notes and also including products known as structured deposits).
Such products can either be apparently simple (such as forwards or options) or highly (and perhaps
individually) structured.
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These products can have substantial benefits for users but they carry with them substantial risks which
must be clearly understood by their users. Considering the possible risks, you should ensure that you
have all necessary information you require to assess a Derivative Transaction before deciding on its
appropriateness for you. You should consider what you intend to achieve from the Derivative
Transaction, including your financial and operational resources, and any tax and accounting
considerations. You should be aware of any general framework for Derivative Transactions established
by any governing body. There may also be significant regulatory or other legal considerations to be
taken into account.
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For the sake of simplicity, Derivative Transactions can be divided into four basic forms, although the
forms can be overlapping and one deal can be a combination of those four forms. The basic forms are
swaps, options, forwards and hybrid instruments (which are asset, liability, equity or debt obligations
with an embedded transaction from one of the other three categories). Derivative Transactions can be
settled in cash, by delivery of property against other property or cash, or by normal hold to maturity
with no cash settlements. No matter what form is involved, a common feature of all derivatives is that
the obligations of one or both of the parties are based on price movements in an underlying financial
asset from which the transaction is derived. This financial asset may be, for example, securities
(including shares and bonds), interest rates, indices, currencies or the creditworthiness of a reference
entity.
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You should not enter into a Derivative Transaction unless you fully understand:

®  TA T RHIIEE A A R AR AT A T H B B <l
the nature and fundamentals of a derivative and the financial asset underlying such derivative;

® HREANTAETHE S HARR
the legal terms and conditions of the documentation for such derivative;
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the extent of the economic risk to which you are exposed as a result of entering into such
Derivative Transaction
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the tax treatment of such derivative (which can be complex and/or uncertain); and
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the regulatory treatment of such derivative.
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Risks of Over-the-Counter (“OTC”) Swap Products
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Prior to engaging in OTC Swap product transactions, the investor/client should understand the inherent
risks involved. In particular, the various risks associated with each financial instrument or derivative
product should be evaluated separately as well as taking the structured product as a whole. Each OTC
Swap product has its own risk profile and given the unlimited number of possible combinations. It is
not possible to detail in this Risk Disclosure Statement all the risks which may arise in any particular

J2. Risk disclosure on High Risk Products JE\[&H75E2E0H (5 a7 ) - Aprl9
2



> = —_—
HEHREFERLAE
Huayu Securities Limited
BRI HERIESTIRFFIDIIEIZ0E
Suite 930, 9/F Ocean Centre, Harbour City, 5 Canton Road, Kowloon, H.K.
EELFEHE Main Tel : (852) 29 055 055
{8 E Fax : (852) 2845 3538

casc.

A/ % P AR S A BUIRT S A% B AR RS RO R AT AL S R . AR
B/ % 7 R HEAT AL 5 B G A B R MBS 55 X BOEE R L IR & /%5 P AR E BN B
FARATA B LN JE R 8 i 2 W B AE JE AT 22 5 e B h i PR B b, A /B P ES
RELHEEE R/

Investor/client should carefully consider whether trading or investment is suitable in light of their own
financial position and investment objectives. Investor/client should seek independent financial and
professional advice before trading or investment. If investor/client are uncertain of or have not
understood any aspect of the following risk disclosure statements or the nature and risks involved in
trading or investment, investor/client should seek independent advice.
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OTC Swap products are available to professional investors only. The investor/client should not buy
an OTC Swap product unless the investor/client is prepared to sustain a total loss of the money the

investor/client have invested plus any commission or other transaction charges.
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Huayu Securities Limited is acting as an agent in the distribution of OTC Swap products only but
NOT an issuer of the products.
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Investors should note that any OTC Swap products will not be covered by Hong Kong's Investor

Compensation Fund.
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OTC Swap products trading account is not a trust account. The account is reflecting the contractual
value of OTC Swap between the issuer and investor/client only. The ultimate beneficial ownership
is belonging to the OTC Swap issuer instead of investor/client until maturity of OTC Swap

products.
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The investor/client should note that with OTC Swap products, buyers can only assert their rights
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against the issuer. Hence, particular attention needs to be paid to issuer risk. The investor/client

should therefore be aware that a total loss of his investment is possible if the issuer should default.
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OTC Swap products are designed to be held till maturity. Once the transaction for the product is
confirmed, investor will not be allowed to early withdrawal or terminate or transfer any or all of

the deposit before the maturity.
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OTC Swap products often involve a high degree of gearing, so that a relatively small movement in
the price of the underlying securities results in a disproportionately large movement in the price.
The

values of OTC Swap products are not fixed, but fluctuate with the market, which may be influenced
by many factors, including changes in the economic and/or political environment. The prices of

OTC Swap products can therefore be volatile.
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Because of the prices and characteristics of the OTC Swap products are individually negotiated
and there is no central source for obtaining prices, there are inefficiencies in transactions’ pricing.
HYS consequently cannot and does not warrant that its prices or the prices it secures for the
investor/client are or will any time be the best price available to the investor/client. HY S may make
a profit from a transaction with the investor/client no matter what result the transaction has from

the investor/client's point of view.
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The prices of the underlying securities of the OTC Swap products fluctuate, sometimes
dramatically. The price of a security may move up or down, and may become valueless.
Accordingly, it is as likely that loss will be incurred rather than profit made as a result of buying
or selling the OTC Swap products.
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OTC Swap products may have limited liquidity. It may be impossible for the investor/client to
liquidate an existing position or to do so at a satisfactory price because the market finds it difficult

to assess the value, to determine a fair price or assess the exposure to risk.
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OTC Swap products involve conversion of RMB or other foreign currencies, since RMB
investments are subject to exchange rate fluctuations which may provide both opportunities and
risks. The fluctuation in the exchange rate of RMB may result in losses in the event that the
customer converts HKD into RMB or other foreign currencies.

Besides, RMB is currently not fully freely convertible. Corporate customers that intend to conduct
conversion of RMB through banks may occasionally not be able to do so fully or immediately, for
which it is subject to the RMB position of the banks and their commercial decisions at that moment.
Customers should consider and understand the possible impact on their liquidity of RMB funds in

advance.
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Mainland China’s equity market is classified as emerging markets, investments in emerging
markets are more sensitive to social, political or economic development in the region than those in
developed markets, and subject to risk such as market suspension, restrictions on foreign
investment and control or repatriation of capital. There are also possibilities of nationalization,
expropriation or confiscatory taxation, foreign exchange control, political changes, government
regulation, social instability or diplomatic developments which could adversely affect the

economics of the emerging markets or the value of your investment.
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Risks of Over-the-Counter (“OTC”) Derivative Transactions
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OTC derivative transactions, like other financial transactions, involve a variety of significant risks.
The specific risks presented by a particular OTC derivative transaction necessarily depend upon the
terms of the transaction and your circumstances. In general, however, all OTC derivative transactions
involve some combination of market risk, credit risk, funding risk and operational risk.
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Market risk is the risk that the value of a transaction will be adversely affected by fluctuations
in the level or volatility of or correlation or relationship between one or more market prices,
rates or indices or other market factors or by illiquidity in the market for the relevant transaction
or in a related market.
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Credit risk is the risk that a counterparty will fail to perform its obligations to you when due.
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Funding risk is the risk that, as a result of mismatches or delays in the timing of cash flows due
from or to your counterparties in OTC derivative transactions or related hedging, trading,
collateral or other transactions, you or your counterparty will not have adequate cash available
to fund current obligations.
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Operational risk is the risk of loss to you arising from inadequacies in or failures of your
internal systems and controls for monitoring and quantifying the risks and contractual
obligations associated with OTC derivative transactions, for recording and valuing OTC
derivative and related transactions, or for detecting human error, systems failure or
management failure.
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There may be other significant risks that you should consider based on the terms of a specific
transaction. Highly customized OTC derivative transactions in particular may increase liquidity risk
and introduce other significant risk factors of a complex character. Highly leveraged transactions may
experience substantial gains or losses in value as a result of relatively small changes in the value or
level of an underlying or related market factor. Because the price and other terms on which you may
enter into or terminate an OTC derivative transaction are individually negotiated, these may not
represent the best price or terms available to you from other sources. In evaluating the risks and
contractual obligations associated with a particular OTC derivative transaction, you should also
consider that an OTC derivative transaction may be modified or terminated only by mutual consent of
the original parties and subject to agreement on individually negotiated terms. Accordingly, it may not
be possible for you to modify, terminate or offset your obligations or your exposure to the risks
associated with a transaction prior to its scheduled termination date. Similarly, while market makers
and dealers generally quote prices or terms for entering into or terminating OTC derivative transactions
and provide indicative or midmarket quotations with respect to outstanding OTC derivative
transactions, they are generally not contractually obligated to do so. In addition, it may not be possible
to obtain indicative or mid-market quotations for an OTC derivative transaction from a market maker
or dealer that is not a counter party to the transaction. Consequently, it may also be difficult for you to
establish an independent value for an outstanding OTC derivative transaction. You should not regard
your counterparty’s provision of a valuation or indicative price at your request as an offer to enter into
or terminate the relevant transaction at that value or price, unless the value or price is identified by the
counterparty as firm or binding.
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The above does not purport to disclose all of the risks and other material considerations associated
with OTC derivative transactions. You should not construe this generic disclosure statement as
business, legal, tax or accounting advice or as modifying applicable law. You should consult your
own business, legal, tax and accounting advisers with respect to proposed OTC derivative
transactions and you should refrain from entering into any OTC derivative transaction unless you
have fully understood the terms and risks of the transaction, including the extent of your potential
risk of loss.
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