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General Knowledge and Risks of Virtual Asset and Related Product

2 158 5 ) F2 15 5 7 A B 2 om N A0 5 A A Bl L B

=]

Introduction

This explanatory note is intended to assist the clients of Fubon Securities (Hong Kong) Limited ("Fubon
Securities") in equipping the clients with knowledge, and understanding the features and risks, of the virtual
asset (also known as “crypto assets”) (“VA”) and VA-related products (“VA-Related Product”).
TEERPEEHRIERS(FE)BRAS ( ME "ERESF.) WEPEBIAREREE (THEA "NEBEE, M
TEREE.)) NEREEREER (M T EREEMAEM ) NAE - R IERESEMER -

VA, which is a high risk product, is one of the financial instruments in the market and may not be suitable for
clients who have no knowledge of, and are incapable of understanding, the features and risks of VA. Thus,
the clients, who desire to make investment in VA-Related Product, but do not have knowledge and
understand the features and risks thereof, should not invest in VA-Related Product. This explanatory note
sets out non-exhaustive knowledge, features and risks of VA and VA-Related Product, such as nature,
characteristics and major risks.
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Please note that since it is not practicable to set out all knowledges, features and risks of VA and VA-Related
Product in one go, the clients are recommended to take all such other steps as may be necessary to learn enough
knowledge, and fully understand the features and risks, of VA and VA-Related Product before making any
investment decisions of VA-Related Product and, if necessary, consult independent professional advisors in that
regard.
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Whatis VA ?
HTEEEREE?

In this explanatory note, VA means assets in form of digital representation of value that is used as a medium of
exchange for payment of goods and services, discharge of a debt or investment and may be transferred, stored
or traded electronically (e.g. Bitcoins) provided that VA which is issued by the central bank or government (e.g.
fiat currencies in digital form) or limited purpose digital tokens; constitutes securities, a futures contract, any float
or deposit under stored value facility are excluded.

RAWERR  EREESRUEBLEAREGENEE  JRARNEYHRT  BEEHARERZINRZIEEIE - I
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What is VA-Related Product?

In this explanatory note, VA-Related Product means product which has a principal investment objective or
strategy to invest in VA; derives its value principally from the value and characteristics of VA or track; or replicate
the investment results or returns which closely match or correspond to VA.

RAHERA - EHEEHEERER EXZREHTURBAREREREE  HBETEREEREENEBENK
K58 SEME R B ER B ENRIRLUEBGI TV S B REA R -

Basic Concept EX =
* Blockchain: is a cryptographically secured ledger that tracks transactions on a decentralized network
which is a collection of computers so that the transaction record under the decentralized network cannot
be altered retroactively without the alteration of all subsequent blocks and the consensus of the
decentralized network.
B E—BEEPOMVENBBUERIZNNELZEZR5E - ARG ILH#HEUEP MEN DA EFEA
BNER E - BRSaHEEANBRANER XD ATVABEENER T - 2 EHREX -

* Smart contract: is a self-executing program that automates the actions required in a blockchain
transaction when predefined conditions are met, without the need for third-party intervention.
BEESH B EERKRKEERER BRE=SNTA  BBRTREERSPHAFNFREBANTHOER -

» DeFi, Decentralized finance: is a blanket term for the global system of blockchains and applications that
are being developed to provide traditional financial services (e.g. lending, borrowing or trading) without
intermediaries.
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» DEX, decentralized exchange: is a Blockchain-based exchange, where users trade directly through smart
contracts, and is a peer-to-peer marketplace where transactions occur directly between crypto traders
without intermediaries.

EFMER S BE—EERBRENRSA - BRFUERBREEGNETRS  B—EMHHTS  RFE
BENBEEISE ZEET, HHAPNIHES -

» Public Key and Private Key: A public key is a cryptographic key used for encryption and verifying digital
signatures created with corresponding private key. In the context of blockchain, a public key can be used
to generate a blockchain address and is freely shareable. It allows others to send encrypted messages or
VA to the owner of the corresponding private key. A private key is a secret key that must be kept
confidential. It is used to decrypt messages encrypted with the corresponding public key or to create
digital signatures for verifying the authenticity of a transaction or message.

PIWEIE . PRE—ENE LR - ARMBEREREBD BRI EABNEURZS - EERET - ARUA
REMBREEMI - WHYIMBERDE - At AJLUBE A ARREESYEBIBNAFREEREENMENR -
hIRE—RBLRARENER  ARBEEREERABINENAE  ARERBEUEZURERSNNENEE
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» Cold Wallet and Hot Wallet: Hot wallet is software-based wallets that is typically connected to the internet.
It is used for regular transactions and provides convenience for frequent access to cryptocurrencies. It is
worth noting that hot wallet is more susceptible to hacking, malware, and other cybersecurity risks due to
its online nature. Cold wallet is offline wallet that is not connected to the internet. They can take various
forms, such as hardware wallet, paper wallet, or offline-generated private key. Cold wallet is used for secure,
long-term storage of cryptocurrencies, as it will effectively avoid hacking and other online threats.
BTREREEES R LEE EEAN A DREGERNEE - R EREAREERS - UHEEERE
FHMERE -BESIENZE KLEELRESRIBENE  BERAGNHMPELZHE - R NEEE
BARRERE  AHEOMAERE  IRASELN - A1 : E4EE  AREMAERNTLR - R TEEETER
RZENRIBGHRINZEE  RETERERLS  SEANBERREREMEMSR LR -
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Common Types of VA and VA-Related Products & R EREEMNEREEHFAER

Bitcoin: is the first and most well-known VA. It utilizes blockchain technology to create a digital currency
system that operates without the central authorities or intermediaries and is characterized by
decentralization and anonymity.

LB EE— AT EERERNEREE  ERABRRERN 2 —EAREPREBHPTHNEFEEER
BEERME ERUEEE -

Ethereum: is another major VA. It is not only a cryptocurrency but also supports the development of
smart contracts and decentralised finance applications.

UXE 25— RBEBNEREE  ©TAMEE—ENEEE  EBEXSHBEEESNNEREF MESRH -

Stablecoin: is a VA that is designed to maintain a stable value relative to certain assets, typically currencies.

BEE - E25nRRLEE (BEEEE ) 45 HNREBENEREE

Tokenized Asset: Asset tokenization is the process of converting rights to a physical or digital asset into a
digital token on a blockchain. The tokenization process can produce tokenized asset either fungible token
that is readily exchanged, or non-fungible token (NFTs) that represent unique asset.

REBEEE EEABLEREYEESRFEENENBCARIRE FNEFHE - BB RE T LR
EEE  SFJEBRAE  JERBRRSRE ;) FFEELE (NFTs ) SERNEBREKEENEE

VA ETF: is a VA-Related Product issued by a fund company that has a principal investment objective or
strategy to invest in VA; or derive their value principally from the value and characteristics of VA; or track
or replicate the investment results or returns which closely match or correspond to VA.

EREE ETF: 2—BEESQTRT TEREETARBAREREHREE , HEETEREEREENE
BERER,; B EREREENRIBUERATVS N HEBENRELRNOH  WEREEHBER -

VA futures ETF: is a derivative product and VA Related-Product which obtains exposure to VA primarily
through futures contracts, which is traded on conventional regulated exchanges, rather than spot VA that
is typically traded on less regulated platforms. As such, client in VA futures ETF is mainly subject to market
risks of the underlying VA and relevant futures risks while investing in spot VA or other overseas VA spot
ETFs will be directly exposed to additional significant risks related to custody, platform, manipulation and
fraud etc. Unlike passively managed ETF that tracks certain underlying indices, VA futures ETFs in Hong
Kong generally adopt active investment strategies, to allow flexibility in portfolio composition, rolling
strategy and handling of market disruption events.
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EREEPSETF: E—RBOTLERKREREEARER T2BENERTEENRISAMEENHEGHER
HEEREENRERR  BAREEREERINTFE LRINBEEEREE - At - EREEME ETFNE
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AE BFBNEREENE ETF —RRAFHURERE  DEEREASER BEEXBREEMSTESH
TEEREEN -

VA spot ETF: obtains exposure to VA by directly holding VA. Currently, VA spot ETF authorised by the
Securities and Futures Commission ( “SFC” ) is only allowed to invest in VAs that are accessible to Hong
Kong public for trading on SFC-licensed virtual asset trading platforms ( “Licensed VATP” ). In addition,
these VA spot ETF can only trade VA on Licensed VATPs and safekeep the VA holdings at locally regulated
entities, such as Licensed VATPs, banks or their locally incorporated subsidiaries. These measures are
designed to protect clients against the novel risks associated with VA.

EREERS ETF: 2EBEMNEEEIREE  LENHBAEREENRERR - B - S5 MIESHESR
ZEE ("REE ) AUNEREERE ETF UURBENEHREBE  RRRNESFARLEEHMRBNEREERSFR
("THRERBEERSTA.) LIAIRHFEEAVEENEREE - K ELEEREERE ETF RBBIHEE
REERGVFLEEEREE  UAEEREERGREEEILENHE Al SFERERBEERS TS R
THERBEBEMA LN FAT - BLEMRSEHHERBZSENBRER  SEPRHRE -
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VA futures ETF Bt EEESE ETF
How does it a work? #I{a[3&E({E ?

A VA futures ETF (e.g. a bitcoin futures ETF or an ether futures ETF) gains exposure to VAs primarily through futures
contracts traded on exchanges (e.g. Chicago Mercantile Exchange ( “CME" )). In Hong Kong, VA futures ETFs
utilize active investment strategies to allow for flexibility in portfolio composition, rolling strategy, and handling
of market disruption events. It does not aim to track any index or benchmark. Depending on its investment
strategy, the fund manager of a VA futures ETF may invest in futures contracts with varying maturities, either short-
term, long-term, or a combination, and adjust the portfolio composition periodically.

FEREEFEIALS ETF (BIA0 : ELRFHEHALSE ETF SELIURHSHALS ETF) X HEBRRE %E%EE’J?&%?MT@UQD CZMEBRRS
P ("CME. ) ESIHESLVEIVEREREEIRERE - REE - EREEYE ETF RAZSHERERE - DIRERFRE
REMEGEN EERBAHESTESHEETBEREEN - I ETF AESKEMEUIREEERE - AR —£ ETF
MisEXRE  ESQEDUEERENEHIBERNRESY - ESARZHANPESY - WAREEEEHAE
REMEGHEA -

Itis noted that some overseas exchange traded products may provide exposure to other VA and may also be risky.
As these products and their offering documents are not reviewed and authorized by the SFC, clients will have no
protection under the Securities and Futures Ordinance (Cap. 571 of Laws of Hong Kong) ( “SFO" ) in terms of
product structure, features and documentation.

BEBINIZ G EEELOUEERENEMEREE - WolstEERMARANER - BRELEmMEHENGHRA
RIUREZERNRD - BPIEELEHE - RERISUE TR A2 (25 KHERE) (FEAHE 571 8 ) ("(EHFR
HAERGID ) RIS -

Note JXEEIR

® A VA futures ETF is indirectly exposed to the risks of the underlying VA through investment in the relevant
VA futures, such as VA is highly speculative, VA prices are extremely volatile and affected by numerous events
or factors that are unforeseeable, regulations on VA are still developing and increasing, etc..
EREENEETF Z2BRENEREENS BEAEHFEEREERENAR I EREEESERMEM -
HEESRKRE - 23 RSHDIARNEF Y UKEREHEENEE M EMMENS -

® A VAfutures ETF is a derivative product and is targeted at clients who understand its nature and risks.
EREEPRE ETF 2—@rEEm  HEEHRE-LPAEEEmNMTERERNER -

® The performance of a VA futures ETF can significantly deviate from that of the VA's spot price, because the
VA futures ETF invests in VA futures but not in the VA directly.
EREEPEETF RENEHEERS  MIEEERRENEREE  EREEPE ETF WRIRIUAKXREERE
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ERNIREE -

Everyone should exercise caution when trading a VA futures ETF. Before investing in such ETF, particularly if
clients wish to adopt a buy-and-hold strategy, clients should read its offering documents carefully and fully
understand its features, exposure, operation and risks. Clients should also have a clear understanding of how
VA futures contracts work and the rollover mechanism involved. Clients should pay particular attention to
the risks under exceptional market circumstances, such as significant or total loss of your investment in the
ETF in a short period of time and how rollover of futures contracts may adversely affect the value and
performance of the ETF.

S EEREERE ETF B2EETS - EPEREZSEREENE ETF 5l - HRIZNHERNEA LT AR
& RICFAIREZEMRNEENYE - ZEABERE - IRENTS - BEKER - @K - ERNESEHRAE
REEPESNEREFNSANEERT  WEAIBEERATSBER FRER - AIM : EREKEREZEHA
HoRERZ ETF N2 - LRESHNEESHZ ETF WEBERRREREEAFNZE -

Investment in VA futures ETFs should only be ancillary in the investment portfolio because they are highly
volatile and do not necessarily provide any diversification effect.

HREREERE ETF B AKE - MAMNBENTRDMEROUR - Bt EREHEST  EHREEHRE ETFBRE
EEMRIRE -

If the clients are not prepared to accept significant and unexpected changes in the value of a VA futures ETF
(including the value of such dropping to zero) and the possibility that the clients could lose the entire
investment in the VA futures ETF, the clients should not invest in it.

MREPAEEIEHEENRS ETF BELIREAKRTAT ZINNEE (BiE  HBENKZEZR ) DURYUBEREERE
HEEREETFNEERE  ERFEARRERERHEEPNSE ETF -

Given that a futures-based ETF needs to “rollover” the futures contract (i.e. selling existing futures
contracts that are about to expire and replacing them with a futures contract that will expire at a later date)
to maintain the exposure to the VA, a loss may incur (i.e. a roll cost, or a negative roll yield) and would
adversely affect the net asset value ( “NAV" ) of the ETF.

ERUIESERN ETF RZLHESVEE (B HERASMNPESHTLUEMHEBRNRPAESHEN ).
DISHHEREENRE - RItUEE8EE (B BEERAABEE R ) HWETFWEEFEBAANEE -

Liquidity Risks: The large size of the positions which the VA futures ETF may acquire increases the risk of

illiquidity, may make its positions more difficult to liquidate, and increase the losses incurred while trying to

do so. The rolling strategy of the VA futures ETF and the ability of the ETF in diversifying its futures position

may also be adversely affected.

REMENR . EREERS ETF UEREBAKRENRE LR UEZEMASMAENER ot EEH TR

WIEMREFEERAEERNER - EREEHE ETF WEERE R ETF 28R ERENE NN BER BN F 2 -
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VA futures inverse products &SN [FE S
How does it a work? U{al3E1E ?

VA futures inverse products are inverse products, designed to invest in VA futures with the objective of providing
a daily return equivalent to an inverse return (capped at 1 time (-1x)) of the specified VA futures index, or
underlying index.

EREERERNERBRLAEST BPEAREREREENS  LIRHEHESREEEREENSRH - AERBERME
REEE ( LBRA—E (-1x)) WEHMER -

Similar to VA futures ETFs, VA futures inverse products involve risks related to VA and their futures. They also carry
risks associated with inverse products. These products have a complex structure and risk exposure, and are
intended for experienced, trading-oriented clients.

HEREERE ETF ALl EREEPERODERSKAEREENEREEHEABOER - BTV RE RO Em
HEARER - BLEmfnEsiE  BREHAMIE RIS - I BEDERE S R EMEENER s -

Clients should review the information and key risks associated with VA and VA futures, as well as the risks and
characteristics of inverse products before deciding to invest in VA futures inverse products.
BEREFHEREEPEROERNREREZR - BE2REREHRSEAEREERENENRTERR - KR
52 17 7E b B B R

® A VA futures inverse product differs from conventional ETFs by aiming for daily reverse returns relative to
the underlying index. It increases in value when the index decreases and decreases in value when the index
rises.
EREEHEROEMDAELSR ETF NARZEER - BEEm S EEKMHEEEE H [E R &SR - MRBEE
H A ROERNVEHRSNE ; OREERH T - RAOEROERS L7 -

® A VA futures inverse product is designed for short-term holding, typically not exceeding one day. Its
performance over extended periods may diverge from and lack correlation with the inverse performance of
its underlying index during that time frame.
EREENEROEMBESHNS  BA—XUg 83 ZEMNFIREAEABERNRAFRIRLIRFERHES
AHEEE -
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® Due to the significant price volatility associated with VA futures, the value of a VA futures inverse product

can experience substantial declines within a single day, leading to difficulties in rebalancing its futures
holdings by the end of the trading day. Consequently, the daily tracking difference for this product may be
greater compared to leveraged and inverse products based on conventional underlying assets.
A R B A R (RO BIRIZ - I I S (BB FTREAE — RAUKE % - SRGERBEM P EHRERURS
5 BHEGHIREHR M = P AT E A AR R A

B

A VA futures inverse product meets its investment goal by closing current short positions in expiring futures
contracts and shorting longer-term futures contracts. If the market is in backwardation (near-term contract
prices are higher than long-term ones), a negative roll yield might result, affecting the NAV negatively as
short positions are repeatedly covered at higher prices.

FEBEE A B A L i R T S AU ARERH B B - REHE—EE  EME-PEIESEIEHIE 540
HE o WEEHRE RIS A4 - IREHBHIRREZ (backwardation) - Bl : FHHSKNERSREMIE
BRER  IEEEREEPERDERUSRERSHNERTLEIIRIBMPESHNEER  mAYUREBRAE
BWE - EgRUEEREEHER ESNEEFE L MR EE FEEEARPE -
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VA spot ETF ERIEEIRSE ETF

How does it a work?

AT 2
A VA spot ETF, like a bitcoin or ether spot ETF, gains exposure by directly holding VA. These ETFs track an

underlying index for passive management or use a valuation index reflecting the spot price, aggregating trade
data from selected platforms based on liquidity, data quality, and transparency.

et G ETF (1« tER IR E ETF s CURESIRE ETR) BREHERT AR E - AEIUER R BEE A &R
- EREERE ETF —REei—EHEEE (IRSERDEENEREERE ETF ) XA —EGERE - ZEE
BHERBEREE  BBEERNBHEEEE "HoYe ., LEEAR "ROTFEe . NEREERSE  URMERERSE
ENREER ("THOTFEe . A—ERFAEEZRER )-

Note

AEEIH

® A VA spot ETF is exposed to risks like the speculative nature of VAs, extreme price volatility due to
unforeseeable events, and increasing regulations.

EREERE ETF RZHE A EHMNER - Il . SERE - BREREA - UREEARAEHEE -

e AVA spot ETF is for clients who grasp its nature and risks.
EREERE ETF SE#Y rRItEERBU RERNES -

®  Exercise caution when trading a VA spot ETF. Clients could lose their entire investment in one day. Read the
offering documents carefully to understand its features, exposure, operation, and risks before investing.
HEREERE ETF F2EH  SRPUBRE—RRNEBERABEES - RER - AF4IREHNE S T iR SRR
HE ~ IR R E b -

® VA spot ETFs are highly volatile and may not diversify your portfolio, so they should only be a small part of
your investments.

EREERST ETFREMAR - ROGESEUER - RE - BRBREFRICEHE SRS

® If you cannot accept potential significant value changes or total loss of a VA spot ETF, do not invest in it.

WRRABEERREREERR ETF BEXNERSEREE - URIERRZERE - F7REEEEM °
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Risk related to the underlying VA
FAREBENEREEERE

Investing in VA futures ETFs and/or VA spot ETFs presents indirect or direct exposure to the risks associated with
the underlying VA. Consequently, any negative factors affecting the price of the underlying VAs could also
impact the price of the corresponding investment products. Therefore, apart from the major risks of ETFs and
the specific risks involved in futures-based ETFs and VA spot ETF, clients should also be aware of the following
risks in relation to VA.

KREEHREEMREETF /AREREEIRS EFTF SREEFNERRENEEEREENER - Bt - TR EREE
BREEANFZENAR o ERRREERNER - B BR 7 ETFNETZER KIS ETF BEREEIRE ETF
NFEERRS - ERPMEALRZE IS U TEREREEZNER -

VA prices are extremely volatile and affected by numerous events or factors that are unforeseeable and potentially
difficult to evaluate. They include changes in overall market sentiment, changes in acceptance of the VA,
regulatory changes, security failures of the underlying network or related trading platforms, related fraud, market
manipulation, contagious effect from collapses of major players in the VA market and other further development
of the underlying network.

EREENBERUBEIFRRE  W2R RS HATEN RSV EFAZNRE 8% meBENE(L  BEHE
ERREENNE  BEE2E  HEESIRSFaNZERE  BEETA  miGRA - TESBERIFSIEAEHNE
MU RARBEHRIMRE— DR R -

®  Features of VA: VA is a new innovation in a fast-changing industry, marked by speculation, rapid price
changes, and uncertainty. Without central authority or government backing, a VA's price can be adversely
affected if its development or acceptance slows, stops, or reverses.
EREENSY . EirgE 2R ERES(ERES - EAMETERERCF  SERBAEEL - EREER
BHRRERE (FM: R1T ) 28 BEOARBUTXS - IRBBEWE - FHEEE  JeEXEEREEZERS -

ml)

® Evolving Regulation: VA regulations are evolving and growing. Changes may impact VA investments, restrict
use and exchange, or affect blockchain networks or trading venues, potentially lowering VA value. In extreme
cases, VA might be made illegal by government actions. Potential regulatory changes and actions
concerning VA in general, or any specific VA, may significantly alter the nature of investments in VA-related
Products and could adversely affect their values.
FENFEMNZRRE | EEEENEENERRENEN - EES A TH ST NEEREENRELE - REIE
ERAERER  SFEEREERXISNERBESNGFANENF  KMEEREENEEELTE - EBKEBER T
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BRNATEESEREEEATAE  BENEERLRTE (YEREEREE—FEEEOTEEA ) Tht
SERAEE LXEEHAEARERVRENE TN IEARETNEY -

New Trading Venue: VA trading venues are relatively new and often not extensively regulated. They generally
do not adhere to the same stringent regulations as traditional financial market platforms and are not
typically obligated to offer the same level of customer protection as regulated securities or futures
exchanges. As a result, VA trading platforms may be more vulnerable to risks such as theft, fraud, operational
failures, security breaches, market manipulation, and insider trading compared to established, regulated
exchanges for securities, derivatives, and other currencies. Some VA trading venues have collapsed or closed
due to these issues. Consequently, VA prices may experience larger and/or more frequent sudden declines
than assets traded on traditional exchanges.
WRHFE  EREERSTaBRENR  ASARBEBNEE - EREERSFRBEABTHRERSRTIET
SHENEREZERE  RBELIARFREEIEERSUPERGMBERINZFRE - Bt - HbEREmE
Sre EREERXRSFVTOERZEXER - AU : £ 555 - A - 8LE2FN - mBRANNERS - B
RLEEREEXSFATRELEREMAIFMEER - Bt - BERXSMNEEMRL  EREENERYUETEXN
REMESRAEMRIA T -

Cyberattacks: VA is at risk of cyberattacks. Cybersecurity threats to its network and trading platforms can
undermine public confidence and reduce its value. Malicious actors might exploit network flaws to steal VA,
control the network, or issue unauthorized VA, negatively affecting its value and liquidity.

MEBWE . EREREESHZIMEIE - (HHHERESERSEENZZAR - g8 ARKEEONMERE
EEE NS BREOAZUEINABEREBINEE - EHRENIFEIRTEREE - BESHIUEBRETEER
BEENEBEMREM -

Software Updates: As the VA network is primarily an open-source project, developers may periodically
propose updates to the software of a particular VA. If the updated software proves incompatible with the
original software and a significant portion (though not necessarily a majority) of users and miners choose
not to adopt the updated software, this could lead to a "hard fork" of the VA network. Consequently, one
branch would operate on the older version of the software while the other operates on the updated version.
This scenario results in two parallel versions of the VA network and a bifurcation of the blockchain
underpinning the VA network. Such an occurrence could affect the demand for the VA and negatively
influence its prices.
REER  HRNERE RS EREE—EREAEEE - AREUEE AEREEMERNEREENRIFETE
o IREMEBORGBAERRGARE  MEEHE (A —ERAZH ) WAHPRIELEZEAEREEHEIR
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® Limited performance history: The benchmark indexes being tracked by VA ETF has a limited performance
history and may fail to track the global market price of the cryptocurrencies. Furthermore, the price of
underlying indexes is subject to volatility experienced by the constituent digital asset platforms.
ABRMELRR  EREERGMEESESEMRNEEEHEAARNELRIR - st ABHNEEBHNEIK
5B - 5 - EREHNERERIBUREENIEFEETaMERIRSTE -

® Liquidity risk: The market for VA traded on Licensed VATPs is still developing and may experience periods of
illiquidity. Such liquidity risk may result from the absence of buyers, limited trading activity, underdeveloped
secondary markets, regulatory changes, cybersecurity issues, and similar factors.
REMEER . SEEREERSTaNERBEERSTS EEREMRE - USLERHMEACHRE © ReridE
AT REARE BER AR ~ ARV Z0EE) « AR 4y - BB 8L R E L MEE -

®  Ownership concentration risk: There is a potential risk of ownership concentration in the VA market, as it is
believed that the largest wallets hold a substantial percentage of the VA in circulation. Significant sales by
these holders may negatively impact the market price of the respective VA.
BRESTER  EREETSURFERAMETEKE ERRANEREERBERAMEEKLFRYm#ES
MRS E - IRBLEFBEANETAELE SR EREEERELETE -
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Other Risks E.fth @k
Trading platforms X 5F&EE

VA trading platforms are typically operated by private companies, with a few being regulated, and many located
overseas. If these platforms stop operating, collapse, or experience hacking, clients might lose some or all of the
VA held on them, and it could be challenging to seek recourse or recover losses.
EREERXGFABERMALTIEE  HPREVHEREE  BAMORNEN - EBLERSFLFLEF - fIFFE
FEEWE  EFUBEEHRSONENEREEERRX - HEHFIBEREHDURLRENER -

Difficulty in verifying the ownership SRiEFTE#E F £ @ %

It might be difficult to verify ownership of VA-related Products due to their decentralized nature. The absence of

a central backing authority makes it difficult to establish clear ownership records, leading to complexities and
potential disputes. Additionally, the pseudonymous nature of VA-related Products' transactions further
complicates the process of verifying ownership. Transactions involving VA-related Products are irrevocable. Lost
or stolen VA-related Products may be irretrievable. Once a transaction has been verified and recorded on a
blockchain, lost or stolen VA-related Products generally will not be reversible.
ARERSERFEMOEROMESYE - TJEERUBRREMAE - RE—EPRENEBESEUBWIEERRE
SR EMEREMUINBENSTE BE EREEHFERRZINERME DB FREFMAENEMY - TR
EREEHFEERNRZATHE EXARENEREEMRFERIEREER - —BXS5EEIRE FHRRE W
ERUMENEREENAENRERITE -

Nature and uncertainties over the legal characteristics JE 245t R A E 1 A IS

VAs are generally regarded as virtual commodities and do not constitute legal tender in many jurisdictions,
including Hong Kong. They are not guaranteed or backed by the government, any issuing institution, or physical
assets. As such, VA-related Products are difficult to value, and they may not have intrinsic value at all. VAs may not
confer the same level of legal or ownership rights as traditional assets, leading to legal uncertainties regarding
whether they can be recognized as "property" under Hong Kong law or the laws of overseas jurisdictions. And
such legal uncertainty may affect the nature and enforceability of clients' interests in such VA-related Products.
EREERRHNEAERDR TEEEEEANHFZIIERERIABIAIERE - BMIAKRIEIEAT - H@381TH#
BAEVEENERIAXT Bt EREEHFERBEUGE  BEEURTERANEEE EREEVEELIGER
BEE—GRRHEMEEEERNAESNMEEERN EREFBIZIBITEIERRWERT  BEEUMUHKER "ME" &7
EREAEEY - WRARAEEM ISR EEFERERPHNEZUEBERETRNITYE - UEMBEFEPHRE
ZAVEN
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Wallet security #8117 %

In recent years, there has been an increase in incidents involving VA hacks and scams, particularly affecting hot
wallets connected to the internet. These incidents can result in financial losses for clients. Additionally, clients may
lose their VA if their devices are infected by a virus or if they misplace their private key.

MER - AEREEHENRENENIGERGRE D B8 ( L EZEEI ERMENAEE ) SukENERER
18K - IS - RIBRIRBRRIEBERILNR - o ERPAEMBEEREE

)4]\

lllegal activities JBFE1TH

The high level of anonymity associated with VA may facilitate their use by criminals for money laundering or
financing terrorist activities. Furthermore, VAs are increasingly being employed as a medium for fraudulent
schemes.

HAREHREEREASEERY ABAAELFES P EREREEETRENER - b EFERDRADZERER -
BANBEREEEITER -

Source: Investor and Financial Education Council (IFEC) https://www.ifec.org.hk/web/en/index.page

BERKER . 8 EERBMBBEZEE https://www.ifec.org.hk/web/tc/index.page

Major Risks Associated with Derivative Products
B{TE M mAERI R EEE bR
Counterparty Risk 325 %F 5 R

When the issuer of a derivative product is a third party, such as a listed company or financial institution, if the

issuer encounters financial problems and their credit rating declines, or if they go bankrupt due to solvency issues,
the value of the derivative product will be affected and may even lose all value.

STEMBmNBRTAZHRARE N EMATNERME  MRBITHBIMHBER  WEBERTHOERIRNE;
FEMRMPERENENBEMER - TEUEmNEBEERSRIIFE  EEUBEXREMENEE -

Market Risk AiiERE

The price of derivative products depends on the value of the underlying asset. Generally, the price fluctuations of

the underlying asset will directly affect the price of the derivative product, which constitutes the investment risk
of the underlying asset.

PTTEMERNERERRENEENEE - —REXT  ENEENERRISERZZETEMLERNER  B25FH0
BEENRERR -

mif

Liquidity Risk Jfi@hEEs
Derivative products may be difficult to sell or convert into cash at low cost. Some derivative products may be hard
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to sell and convert to cash before their maturity date. If these derivative products cannot be sold, clients will have
to wait until the derivative products mature to get their money back.

PrEMBE Mo RELENERRNERAIRESHNER - —EOrEMBmER R Za - olsEBUHENEBRAIRE -
MRAEEIRELESTENRm - EFEEANZLM/MNES 28 - ABASHEITTEMBERIABALL -

Interest Rate Risk Fi[== & k&
Interest rates and the value of all derivative products are closely related. Any derivative product will eventually be

exchanged for an "asset" and "cash," or converted between two currencies. Since "cash" is inevitably linked with
interest rates, changes in interest rates will certainly affect the value of derivative products.
NERPATTEMEmOEESEYHEEN - TUTEMEREREEIBR "EE, N "RBE . SEMEEE ZEE
e BR "HE ) EVOANMARBERE - EHIf - AR CEEERETEMEEmVEE

Leverage Risk FEi&EE

Although the price of derivative warrants may be only a small portion of the price of the underlying asset, the

change in value of derivative warrants may be faster or slower than the change in value of the underlying product.
In the worst-case scenario, the value of derivative warrants may drop to zero, causing the holder to lose the entire
principal.

HATTERBNERUBEREZEENEEBRN—/NED - TEEREENECEEESEENEMBENELIRER
REENE - ERBER T - OTEEBNEEIES FEIR - FEARKERZBLE -

General Major Risks Associated with Exchange-Traded Derivative Products
RPMEBTEERMTIN—REERR

Issuer default risk 21T ELEIE
In the event that an exchange-traded derivative product issuer becomes insolvent and defaults on their issued

products, clients will be considered as unsecured creditors and will have no preferential claims to any assets held
by the issuer. Clients should therefore pay close attention to the financial strength and credit worthiness of
exchange-traded derivative product issuers. Since exchange-traded derivative products are not asset backed, in
the event of issuer bankruptcy, clients can lose their entire investment.
WERXFMEETEEMBRTERREMAREBTEUMBTEMNEL  ERRWKAARERGEEAN  HRTHEEE
ENREBAREE - At - ERFRARHNBERGMEENTEERRTENT INREN - HRRSMESETEEMIIRA
BEERR BARTEWNE ZPESBXREZIRE -

=

t

Gearing risk 1812 A&
Exchange-traded derivative products such as DWs, CBBCs and Leveraged and Inverse Investment Products are

leveraged and can change in value rapidly according to the gearing ratio relative to the underlying assets. Clients
should be aware that the value of an exchange-traded derivative product may fall to zero resulting in a total loss
of the initial investment.
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\

RDMEBEITEEMWMPTERRE - FRENEEARODREEMIIBERER  EEEVRERHRBEEEENERL
RMRENE - EFRBER  RSMEBENTEEMNEEUUKES  SEVNREEEEKX -

I]

_|.

Limited life B %HARR
Most of the exchange-traded derivative products have an expiry date after which the products may become

worthless. Clients should be aware of the expiry time horizon and choose a product with an appropriate lifespan
for their trading strategy.

AP RZMEBEBTEEMIRBINRE FHRERRSELFEREE - SPRESEMNIIEGRE - BARMEEmR
B ERRU B MR RL S E X F KHES -

I]]

Extraordinary price movements £F B8 & &)

The price of an exchange—traded derivative 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.

RGAEETEEMNEBRNERBINMEEREHSHK)MARNEERE - B - ERAREOIUS RN LUERE

HimlE -

Foreign exchange risk M & Fg

Clients trading exchange-traded 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 and thereby also affect the exchange-traded derivative product price.
EEPMEENRGMEETTEEmMNBEREELIFLUBITREN - EREFEELIMNERR - B ZIRRAKE) 0 ¥4
FEENBEEENAEETE BEFRERFGMEETEERNERS -

Liquidity risk it iE £ @&

HKEx requires all exchange-traded 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 fulfill its role, clients may not be able to buy or sell the product
until a new liquidity provider has been assigned.
ROGMMEMBARGMEBNTEERRTEEREB—EEEmZE—R2RABERHTE - MESRERHENBERSER
REMERRE DUHEEE - EnRSRHEEXRFUFLETER AHRERNZPIAARETES  EEZEHARE
SRMHE -

Volatility risk i iE & k&
Prices of DWs and CBBCs can increase or decrease in line with the implied volatility of underlying asset price.

Clients should be aware of the underlying asset volatility.
PTEER RFRRENBRUBHEAEEERNSBKEM AN - ERRIEHEAEERKE -
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Intraday investment risk BB 12 E & I&
Leveraged and Inverse Investment Products are normally rebalanced at day end. As such, return for clients that

invest for periods of less than a full trading day will generally be greater than or less than (x) times leveraged
investment exposure to the Index, depending upon the movement of the Index from the end of one trading day
until the time of purchase.

BREEAROREEMEENR—HREREMRE - Qi - REFBARRERXSHNER - HERE—REARE/NRTE
HBERELR  BIR—ARSGHERBEEZEBAZK S LNERERME -

Portfolio turnover risk 23 #0 & B E 2 & b

Daily rebalancing of Leveraged and Inverse Investment Products' holdings causes a higher level of portfolio

transactions than conventional ETFs. High levels of transactions increase brokerage and other transaction costs.
BREAROREEMSHENAZEREATETESIANRIRERESR ETF BZ - RIRXSRAZENELCHERE
thRXZEH -

Difference in price limit risk PR{EZZEE I
Leveraged and Inverse Investment Products' investment objective is to provide investment results that closely

correspond to (x) times the daily performance of the Index. Although the Index is an equity index, the Products
will invest in Index Futures. For example, the daily price limit for individual stocks of the Index at present is +/-
30% while the daily price limit for Index Futures is +/- 20%. As such, should the Index's daily price movement be
greater than the price limit of the Index Futures, the Products may not be able to achieve its investment objective
as the Index Futures are unable to deliver a return beyond their price limit.
BIEEROREEMNIREERER T IEHEMEEEHRIE X BHIREES - #AEHERERE - BERRRER
REHAE - AN BB R A 2 RIS S HIRE R +/-30% - MEEHENSHREZ+/-20% - ALt - e8NS H
BREEDARRZEEHENIRE  ERoERIEIERERR  AAZEEHETAERHBHERENCER -

Trading suspension risk
EIFEENER
During the suspension of trading of the Products, clients and potential clients cannot buy and sell units in the

Stock Exchange. In terms of providing a fair and orderly market with regarding the interests of clients, the
Exchange may suspend the units trading whenever it is appropriate. If the trading of units is suspended, the
subscription and redemption of units may also be suspended.

EEREFEENE  EFRPABEEPRABEEMIMBE RLEEN - EHMXARA/MALEBEFNTSUREEZ S

mMs  BFEEEEEZR  MRXFUEFEUNES - fEUEFEE - BEUNRERELTCESIERF -

N

E

Inverse performance risk
[z 150 %= 3R AY &1 B
Inverse Investment Products track the inverse daily performance of the Index. Should the value of the underlying

securities of the Index increase, it could have a negative effect on the performance of the Products. Unitholders
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could, in certain circumstances including a bull market, face minimal or no returns, or may even suffer a complete
loss, on such investments.

RmERREHNEHRORER - MEHNWHERRESIEE  oEHERNREEREENEE - £ TER N (8%4
h ) BUFBAUEMZSRENSLEMITLOR - AEEZEZZZHEX -

Inverse Product vs. short selling risk RE1E mABE R EZAE K

Investing in Inverse Investment Products is different from taking a short position. Because of rebalancing, the

return profile of the Products is not the same as that of a short position. In a volatile market with frequent
directional swings, the performance of the Products may deviate from a short position.

RRERBAREANE - BRETENRAE  EmRHREERELAMEE - £HiEKE  KBEIRILEHZEONIER
N ERMRBUBERBERITENER -

Long term holding risk REFFE R

Some Products are not intended for holding longer than one day as the performance of the Products over a

period longer than one day will very likely differ in amount and possibly direction from the leveraged performance
of the Index over that same period (e.g. the loss may be more than (X) times the fall in the Index). The effect of
compounding becomes more pronounced on the Product’ s performance as the Index experiences volatility.
With higher Index volatility, the deviation of the Product’ s performance from the inverse performance of the
Index will increase, and the performance of the Products will generally be adversely affected. As a result of daily
rebalancing, the Index’ s volatility and the effects of compounding of each day’ s return over time, it is even
possible that the Products will lose money over time while the Index’ s performance falls or is flat.
HmERIIFFAFABE—HMmME  BREREBA—HIBENRIBEREHTER K570 EER o Se A Ts 8t B — i
RERFRIRAE ( BIMNBROIEEBLIEEKREE ) EEBHIRKESE  EaNBRHERNRIREERENTE - 15
FREMES - EmRIBFREENRIBEBERBNEERIEN  MEMNRE—REZIANNEE - ERNBHETE
WA - FHNRSMEEEREEREASHORNESWE  ERHRREBRIRES - EmEZUEZH
BEBMEREE -

Passive investments risks #E1= 12 2 @ &

Some Products are not "actively managed" and therefore the manager will not adopt any temporary defensive

position when the Index moves in an unfavorable direction. In such circumstances the products will also decrease
in value.

HERIAZ "UEHHAEE - RIEEBAAZERRODAR S ORE B REERHEER - IS ER NERRY
BEtZR) -

Complex and Non-Complex Products
EHEIFERER
SFC set out the factors in the notes under the Code of Conduct and the Guidelines on Online Distribution and

Advisory Platforms, in order to determine whether a product is non-complex or complex.
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BEEEE] L (BRI ESHEREZE G ANGMARTER) (T #pER] ) REL (B LB RIREEETE
1851) (T4851.) LRHMAZEmEEREMEmIIFEMEM -

Complex Products included but not limited to Equity derivatives traded on the SEHK (e.g. DWs, CBBCs and listed
share options), L&l Products, Synthetic ETFs and futures-based ETFs authorized by the SFC and traded on the
SEHK, Futures contracts traded on the HKFE, Complex Bonds and Unlisted Structured Products, etc.

B Em  BREARRK . £FBMRFMESNRECTETLR (A1 : T74ERE - 4RER LHREE ) BERROE
m o Bl ETF REIE ETF - #HAERGMEENIESH  EHES NI LMEBMREERS -

It may be possible to treat a product as non-complex after carrying out the above assessment with due skill, care
and diligence, for example, where the product is of the same type as a non-complex product and is regulated in
or traded on an exchange in a specified jurisdiction.

PUBERREE - /NWOBENSMNEENRELETHEANEE  BuREREmKRAEEMER  BAIKR  BEMEIF
EHEmELE 2R THEERPEZEERRIEENTHRANRSMES -

Important notes for trading Complex Products
REOERERFIERER
Before trading and making investment regarding the Complex Products, clients should collect information and

read the relevant offering documents, especially the details of the risks of various products set out in such
documents. If clients have any questions about the contract provisions, the purchase and sale of complex
products, or other aspects, they should consult lawyer, accountant or other independent professional adviser. No
transaction of complex product should be entered into unless the client understands the nature of buying or
selling the complex product and the extent of risk disclosures.

Before making any investment decision, clients must refer to the latest information on the relevant products.
Clients can also refer to such information announced on the relevant exchange website, including but not limited
to:

ETEMERRINRER - ERPEEREERNITAREARREXG RMETEMBRE XY - FhlE2SZ X HHIE
FARSEEMNERFE - IREFHSAORY EEERMEMNEZHEM S EATURE - BEFRZZEE - ZETE
R EMIBUFERE - RIFEFHAEEEEMERNMEENUAEBKENREE  SAABRHERERETEERS -
EHEHTIRERER - EFVWRSHBBERZEHER - ERNUSBEABRIAEILASHIHEER - BFEARR
i

Hong Kong Stock &ERZEM5 :

https://www.hkex.com.hk

US Stock =BIRTETS :

https://www.nyse.com

)

https://new.nasdag.com

https://www.cboe.com
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China Connect (Shanghai + Shenzhen Stock Connect)
hE BB RRYIRETS

http://www.sse.com.cn

http://www.szse.cn

Warning statements for trading Complex Products

ReEMERZHEEEER
The following warning statements should be made to clients when there are any transactions of Complex Products.
MEFPETEMERRS - WARBERER U TEREMERMNESBRT JETRS !

Clients should exercise caution in relation to the complex product.
EFEHEMERRITEE

Clients may lose more than the invested amount (if applicable).
BEFUBRREMARANETHZNIRESER (NEH )-

For complex products for which the offering documents or information provided by the issuer have not been
reviewed by the SFC, the relevant offering documents have not been reviewed by the SFC and clients are
advised to exercise caution in relation to the offer.

EBR T ARKBEREMEMNEZENINHAERBARAEEEZER  EREPRREGEETS -

For complex products described as having been authorized by the SFC, the authorization does not imply
official recommendation or that SFC authorization is not a recommendation or endorsement of a product
nor does it guarantee the commercial merits of a product or its performance.

B SAERERUNEMER  BEREBAEER I LARNESESENAEEZR I ASNHZERF
EHENTERET - AR ZERNBFEANENRIBIFLIRE -

Where past performance information is provided, the past performance is not indicative of future
performance.

EHEMNERYUEERE  THEWIFRIHBEERIBNER - EPEFLETURERTER - BFAREHEN
BRI HFERER -

For complex products only available to professional investors, the product is only available to professional
investors.
HRERZEREE (Pl) BEENEMER  EPUVEAREERES  IFSHEERS -
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Disclaimer
REEMH

This document has been issued for reference and information purposes only. This document does not disclose all
risks and features of the common types of derivative products. You should not rely on this document alone to
make any investment decision but should read carefully the related offering documentation and any other
relevant documentation, in particular, detailed risks relating to each product contained in such documents. This
document does not by itself constitute, nor is it intended to be nor should it be construed as offer or solicitation
to invest in any of the products mentioned herein.

AXHER—RERNBRARSERRE  WEZELUEUALHOEERNFEZEMRIF - AXHLIF - MESBER 4T
EmIREREESHNMARR - AXHTEMEPFIMETERNREZSEBE SRS HTERA LB RFLEM
BRREERE MASHUIEBETETE -  ANGARFEERTIFESREZIERR - WA T ABEENNUREE - ARHEHIL
ABR - MERER  TABRKZREASEAER BEOFRRERANHFARMLZEUEMRIRE -

Clients should not only consider the information contained in this document nor in the offering documentation
but should undertake their own independent review and seek independent professional advice, if necessary, on
whether entering into any transaction is suitable for the clients in light of their risk tolerance, financial situation,
investment experience, investment objectives, investment horizon and investment knowledge. In case of doubt,
clients are strongly recommended to obtain independent professional advice.

EPARRGBEAXHNAR - MBI EL ZFERFE  WETEBSFENER T - 17 YBNHERN - LIKRSK
PIBELENBUEERSR BEFAERAENRERR MHRRKBEFTEMELIRERTE ; EEFENHER N - BR
ELENRERZABUEERRE - REFLEUKRERER - ERFEARK F#EEZSFERARENTAREXY -
URESFENERKEBRARERES -

Fubon Securities will not be responsible or liable for any loss caused by the investment in any products mentioned
herein.

EBERZERHANER N - EMESPER A AMBRESEAEMS IR ELUHERER - BE - ERSRXIE
TSR -
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