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Risk of securities trading  

The prices of securities fluctuate, sometimes dramatically. The price of a security may move up or down, and may 
become valueless. It is as likely that losses will be incurred rather than profit made as a result of buying and selling 
securities. 

 

 
 

Risk of trading futures and options  

The risk of loss in trading futures contracts or options is substantial. In some circumstances, you may sustain losses 
in excess of your initial margin funds. Placing contingent orders, such as "stop-loss" or "stop-limit" orders, will not 
necessarily avoid loss. Market conditions may make it impossible to execute such orders. You may be called upon at 
short notice to deposit additional margin funds. If the required funds are not provided within the prescribed time, 
your position may be liquidated. You will remain liable for any resulting deficit in your account. You should therefore 
study and understand futures contracts and options before you trade and carefully consider whether such trading is 
suitable in the light of your own financial position and investment objectives. If you trade options you should inform 
yourself of exercise and expiration procedures and your rights and obligations upon exercise or expiry. 

 

   

 
 

Risk of trading in leveraged foreign exchange contracts  

The risk of loss in leveraged foreign exchange trading can be substantial. You may sustain losses in excess of your 
initial margin funds. Placing contingent orders, such as "stop-loss" or "stop-limit" orders, will not necessarily limit 
losses to the intended amounts. Market conditions may make it impossible to execute such orders. You may be 
called upon at short notice to deposit additional margin funds. If the required funds are not provided within the 
prescribed time, your position may be liquidated. You will remain liable for any resulting deficit in your account. You 
should therefore carefully consider whether such trading is suitable in light of your own financial position and 
investment objectives. 
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Risks of client assets received or held outside Hong Kong  

Client assets received or held by the licensed or registered person outside Hong Kong are subject to the applicable 
laws and regulations of the relevant overseas jurisdiction which may be different from the Securities and Futures 
Ordinance (Cap.571) and the rules made thereunder. Consequently, such client assets may not enjoy the same 
protection as that conferred on client assets received or held in Hong Kong. 

 

 571 
,  

 

Risk of trading Growth Enterprise Market stocks  

Growth Enterprise Market (GEM) stocks involve a high investment risk. In particular, companies may list on GEM 
with neither a track record of profitability nor any obligation to forecast future profitability. GEM stocks may be very 
volatile and illiquid. 

 
You should make the decision to invest only after due and careful consideration. The greater risk profile and other 
characteristics of GEM mean that it is a market more suited to professional and other sophisticated investors. 

 
Current information on GEM stocks may only be found on the internet website operated by The Stock Exchange of 
Hong Kong Limited. GEM Companies are usually not required to issue paid announcements in gazetted newspapers. 

 
You should seek independent professional advice if you are uncertain of or have not understood any aspect of this 
risk disclosure statement or the nature and risks involved in trading of GEM stocks. 

 

 
 

,
 

 

 

 

 



RISK DISCLOSURE STATEMENT (Version: Jul 2020) 
 (2020 7 ) 

3 

 

  

Risk of providing an authority to hold mail or to direct mail to third parties 
 

If you provide the licensed or registered person with an authority to hold mail or to direct mail to third parties, it is 
important for you to promptly collect in person all contract notes and statements of your account and review them 
in detail to ensure that any anomalies or mistakes can be detected in a timely fashion. 

 

 
 

Risk of margin trading  

The risk of loss in financing a transaction by deposit of collateral is significant. You may sustain losses in excess of 
your cash and any other assets deposited as collateral with the licensed or registered person. Market conditions may 
make it impossible to execute contingent orders, such as "stop-loss" or "stop-limit" orders. You may be called upon 
at short notice to make additional margin deposits or interest payments. If the required margin deposits or interest 
payments are not made within the prescribed time, your collateral may be liquidated without your consent. 
Moreover, you will remain liable for any resulting deficit in your account and interest charged on your account. You 
should therefore carefully consider whether such a financing arrangement is suitable in light of your own financial 
position and investment objectives. 

 

,

 

 
Risk of trading Nasdaq-Amex securities at The Stock Exchange of Hong Kong Limited 

-  

The securities under the Nasdaq-Amex Pilot Program  are aimed at sophisticated investors. You should consult 
the licensed or registered person and become familiarised with the PP before trading in the PP securities. You should 
be aware that the PP securities are not regulated as a primary or secondary listing on the Main Board or the Growth 
Enterprise Market of The Stock Exchange of Hong Kong Limited. 

 
-
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Risk of providing an authority to repledge your securities collateral etc. 
 

There is risk if you provide the licensed or registered person with an authority that allows it to apply your securities 
or securities collateral pursuant to a securities borrowing and lending agreement, repledge your securities collateral 
for financial accommodation or deposit your securities collateral as collateral for the discharge and satisfaction of 
its settlement obligations and liabilities. 

 
If your securities or securities collateral are received or held by the licensed or registered person in Hong Kong, the 
above arrangement is allowed only if you consent in writing. Moreover, unless you are a professional investor, your 
authority must specify the period for which it is current and be limited to not more than 12 months. If you are a 
professional investor, these restrictions do not apply. 

 
Additionally, your authority may be deemed to be renewed (i.e. without your written consent) if the licensed or 
registered person issues you a reminder at least 14 days prior to the expiry of the authority, and you do not object 
to such deemed renewal before the expiry date of your then existing authority. 
You are not required by any law to sign these authorities. But an authority may be required by licensed or registered 
persons, for example, to facilitate margin lending to you or to allow your securities or securities collateral to be lent 
to or deposited as collateral with third parties. The licensed or registered person should explain to you the purposes 
for which one of these authorities is to be used. 

 
If you sign one of these authorities and your securities or securities collateral are lent to or deposited with third 
parties, those third parties will have a lien or charge on your securities or securities collateral. Although the licensed 
or registered person is responsible to you for securities or securities collateral lent or deposited under your authority, 
a default by it could result in the loss of your securities or securities collateral. 
A cash account not involving securities borrowing and lending is available from most licensed or registered persons. 
If you do not require margin facilities or do not wish your securities or securities collateral to be lent or pledged, do 
not sign the above authorities and ask to open this type of cash account. 

 

 

 

,
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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. The Customer's 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: the Customer 
should ask the firm with which the Customer deals for details in this respect. 

 

/  
 

Electronic Trading  

Trading on one electronic trading system may differ from trading on another electronic trading system. If the 
Customer undertakes transactions on an electronic trading system, the Customer 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 the 
Customer's order is either not executed according to the Customer's instructions or is not executed at all. 

 

 

 

Risks of exchange-traded Derivative Warrants ("DW"), Funds that invest in derivative instruments ("ETF"), 
Callable Bun/Bear Contracts ("CBBC") and Equities Linked Instruments ("ELI") (collectively referred as 
"Derivative Products") 

 

 
 

The following risk disclosure does not delineate all risks related to Derivative Products. If the Customer has any 
concerns or doubts in relation to the risks of Derivative Products, the Customer should obtain independent 
professional advice before making any investment decision. The Customer should assess his own risk appetite and 
financial position, products features and the creditworthiness of the issuer prior to investing in Derivative Products. 
The Customer should not invest in Derivative Products unless he fully understands and is willing to take on the risks 
of investing in Derivative Products, including losing all his investment capital. 

 

, ,
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General Risk of Investing in Derivative Products  

1  Derivative Products are complex, leveraged investment products that involve a high degree of risk. 
2  Derivative Products have limited life and will expire upon maturity. The time value of Derivative Products 

decreases over time and becomes worthless upon maturity, resulting in a total loss of investment capital. 
3  Price volatilities of Derivative Products are much higher than that of their underlying assets. The prices of 

Derivative Products are determined by a number of factors, including but not limited to interest rate, time 
to maturity of the Derivative Products, the underlying asset price that the Derivative Products are linked 
to, the volatility of underlying asset price, the liquidity of the underlying securities etc. A small movement 
of these factors may result in a drastic price change of the Derivative Products. When two or more factors 
are exerting effects on a Derivative Product simultaneously, the price of the Derivative Products may 
become unpredictable. 

4  Derivative Products can be illiquid. Trading in Derivative Products will be suspended if the trading in their 
underlying assets is suspended. The liquidity provider may be the only market participant for the 
Derivative Products and therefore the secondary market for the Derivative Products may be limited. 
There is no guarantee that the Customer will be able to liquidate his position whenever the Customer 
wishes. 

5  The Customer will be exposed to the counterparty risk associated with the Derivative Products. In the 
event that the issuer and/or guarantor defaults, the Customer may lose all his investment capital. 

 
1.   

2.  
,  

3.  

 

4.  

 

 

5.  /

 
 

Specific risk relating to DW  

DW are instruments which give investors the right (but not the obligation) to buy or sell the underlying asset (e.g. a 
stock) at a pre-set price on or before a specified date. DW could be illiquid. Liquidity provider of a DW is not obligated 
to provide bid quote for that DW if the liquidity provider determines the fair value of that DW falls below HK$0.01. 
DW may have no value upon expiry. The Customer may have to hold that DW until it expires and the Customer may 
lose all his investment capital. 

 

HK$0.01
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Specific risk relating to ETF  

ETF may invest in stock index future contracts and other derivatives, Derivatives have a high degree of price 
variability and are subject to occasional rapid and substantial changes. Compared to conventional securities, 
derivatives can be more sensitive to changes in interest rates or to sudden fluctuations in market prices due to both 
the low margin deposits required, and the extremely high degree of leverage involved in derivative products. As a 
result, a relatively small price movement in the derivative product may result in immediate and substantial loss (or 
gain) to the ETF. An ETF's losses may be greater if it invests in derivatives than if it invests only in conventional 
securities. In addition, many derivatives are not traded on exchanges. As a result, an ETF that engages in transactions 
involving derivatives is subject to the risk of the inability or refusal to perform with respect to such contracts on the 
part of any counterparties with which that ETF trades and as such may also expose the ETF to additional liquidity 
risks. This risk is also affected by the fact that over-the-counter derivatives markets are generally not regulated by 
government authorities and participants in these markets are not required to make continuous markets in the 
contracts they trade. 

 

 
 

Specific risk relating to CBBC  

A CBBC has a fixed expiry date and closely tracks the performance of an underlying asset (for example, a share, index, 
commodity or currency), It can be a bull or bear contract allowing the Customer to take a bullish or a bearish position 
on the underlying asset. 

 
A CBBC will be called by its issuer when the price of its underlying asset hits the call price. Once it is called, the 
contract cannot be revived and the Customer will not benefit even if the underlying asset bounces back to a favorable 
position. Any trades executed after this mandatory call event will not be recognized and will be cancelled. The 
Customer should be aware that CBBC is a complex leveraged investment which may not be suitable for all investors. 
With its gearing feature, it may magnify potential returns and potential losses as well. In the worst-case scenario, 
the Customer may lose all of his investment. The Customer should exercise special caution when the CBBC is trading 
close to its call price. 

 
Although CBBC have liquidity providers, there is no guarantee that investors will be able to buy or sell CBBC at their 
target prices any time they wish. 
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Risk of investing in REITs  
A Real Estate Investment Trust (REIT) is a collective investment scheme that aims to deliver a source of recurrent 
income to investors through focused investment in a portfolio of income-generating real estate such as shopping 
malls, offices, hotels and service apartments. 
Investment risk: A REIT is an investment product. There is no guaranteed return of investment in a REIT and the 
Client may suffer substantial losses of capital. Distributions received from a REIT may not be sufficient to recoup the 

 
Market risk: Investments in real estate are subject to the risk of the general economic conditions. Any cyclical 
economic factors may cause fluctuations in occupancy and rental rates of the real estate held by a REIT. This will in 
turn adversely affect the income derived by a REIT from its real estate investment. 
Concentration risk: Where a REIT relies on a single real estate to generate all of its revenue, any circumstance that 
adversely affects the operations or business of that single real estate, or its attractiveness to tenants, may adversely 
affect the revenue generated and the REIT will not have income from other real estate to mitigate any ensuing loss 
arising from such circumstance. A concentration of investment in a single real estate causes the REIT to be highly 
susceptible to relevant real estate market conditions. 
Interest rate risk: Fluctuations in interest rates may increase the interest costs incurred by a REIT in respect of its 
borrowings and may have an adverse effect on the level of activity in the property market. The financial position of 
the REIT and its ability to make distributions this may be adversely affected. Moreover, the trading price of the REIT 
units is likely to decline if there is an increase in interest rates. 
Distribution risk: The distributions of a REIT may be made out of capital. The Client should pay attention to the 
composition of distributions declared by a REIT (for example, the extent to which the distribution declared is 
composed of, and the types of, income and capital) as disclosed in the relevant results announcement and the 
financial reports of the REIT.  
 

 
  

   
   

     
   

  
   

  
   

   
  

 
  



RISK DISCLOSURE STATEMENT (Version: Jul 2020) 
 (2020 7 ) 

9 

 

  

Risk of Bond Trading   
Default risk: This is a risk that bond issuer will be unable to pay bondholder the payment, contractual interest or 
principal as scheduled. You should pay attention to credit ratings of bond issuers. Lower rated bond issuers may be 
more likely to default and bondholder may lose the whole or most of their investment.  
Interest rate risk: It is the major risk associated with bond investments. The price of a fixed rate bond will fall when 
the interest rate rises. The bond price would fall below the purchase price should interest rate rise after the date of 
purchase.  
Exchange rate risk: Bond that is dominated in foreign currency is exposed to exchange rate risk. Fluctuations in 
foreign exchange rate may adversely affect the underlying value and price of the investments.  
Liquidity risk: In the event of emergency to sell bond before its maturity, there is no assurance that the bond will be 
actively trading in the secondary market. If the bond issuer defaults or ceases to fulfill their role, you as the investor 
may not be able buy or sell the product.  
Equity risk: For bonds that are convertible, equity risk may exist and the underlying value and return of investments 
may be adversely affected. 
 

:  

    

:   

   

:  

   

:  

   

:   

 

Bonds with special features   
Some bonds may contain special features and risks that warrant special attention. These include bonds:  
1. That are perpetual in nature and interest pay-out depends on the viability of the issuer in the very long term;  
2. That have subordinated ranking and in case of liquidation of the issuer, investors can only get back the principal 

after other senior creditors are paid;  
3. That are callable and investors face reinvestment risk when the issuer exercises its right to redeem the bond 

before it matures;  
4. That have variable and/or deferral of interest payment terms and investors would face uncertainty over the 

amount and time of the interest payments to be received;  
5. That have extendable maturity dates and investors would not have a definite schedule of principal repayment;  
6. That are convertible or exchangeable in nature and investors are subject to both equity and bond investment 

risk; and/or  
7. That have contingent write down or loss absorption feature and the bond may be written-off fully or partially 

or converted to common stock on the occurrence of a trigger event.  
 

  

1. ; 

2. ; 

3. ; 

4. /  

5. ; 

6. ; /  

7.  
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Risk Disclosure Statement on Leveraged and Inverse Product
Investment risk: 
intended for all investors. There is no guarantee of repaying the principal amount.  
Volatility risk: Prices of L&I Products may be more volatile than conventional exchange traded funds (ETFs) because 
of using leverage and the rebalancing activities.  
Unlike conventional ETFs: L&I Products are different from conventional ETFs. They do not share the same 
characteristics and risks as conventional ETFs.  
Long-term holding risk: L&I Products are not intended for holding longer than the rebalancing interval, typically one 
day. Daily 
than one day deviate in amount and possibly direction from the leveraged/inverse performance of the underlying 
index over the same period. The deviation becomes more pronounced in a volatile market. As a result of daily 

possible that the leveraged product will lose money over time while the underlying index increases or is flat. Likewise, 
it is possible that the inverse product will lose money over time while the underlying index decreases or is flat.  
Risk of rebalancing activities: There is no assurance that L&I Products can rebalance their portfolios on a daily basis 
to achieve their investment objectives. Market disruption, regulatory restrictions or extreme market volatility may 
adversely affect the rebalancing activities.  
Liquidity risk: Rebalancing typically takes place near the end of a trading day (shortly before the close of the 
underlying market) to minimize tracking difference. The short interval of rebalancing may expose L&I Products more 
to market volatility and higher liquidity risk.  
Intraday investment risk: Leverage factor of L&I Products may change during a trading day when the market moves 

the leveraged/opposite return of the underlying index.  
Portfolio turnover risk: Daily rebalancing causes a higher level of portfolio transaction when compared to 
conventional ETFs, and thus increases brokerage and other transaction costs.  
Correlation risk: Fees, expenses, transactions cost as well as costs of using financial derivatives may reduce the 
correlation between the performance of the L&I Product and the leveraged/inverse performance of the underlying 
index on a daily basis.  
Termination risk: L&I Products must be terminated when all the market makers resign. Termination of the L&I 
Product should take place at about the same time when the resignation of the last market maker becomes effective.  
Leverage risk (for leveraged products only): The use of leverage will magnify both gains and losses of leveraged 
products. Unconventional return pattern (for inverse products only): Inverse products aim to deliver the opposite of 
the daily return of the underlying index. If the value of the underlying index increases for extended periods, inverse 
products can lose most or all of their value. Inverse products vs short selling (for inverse products only): Investing in 
inverse products is different from taking a short position. Because of rebalancing, the performance of inverse 
products may deviate from a short position in particular in a volatile market with frequent directional swings. 
 

  

ETF   

ETF ETF   
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