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Risk Disclosures
Statement

Introduction

Please read this Risk Disclosure Statement carefully.
This statement forms an integral part of Terms

of Business entered into by the Client and XHK
Limited (CE No. BNN565) (the “Company”). If
the Client is in doubt about any of the contents

of this Statement, he may ask the Company and/or

obtain independent professional advice.

By executing the Terms of Business, the Client
acknowledges that (I) he has read this Risk
Disclosure Statement, (2) this Statement was
provided to him in a language of his choice
(English), (3) he has been invited to ask questions
and take independent professional advice regarding
this Statement and (4) he understands the risks
applicable to various Financial Instruments that he

may invest or trade in.

Risk notice

The Client should not engage in any investment
directly or indirectly in Financial Instruments unless
he knows and understands the risks involved

for each one of the Financial Instruments. So,
prior to applying for an account the Client should
consider carefully whether investing in a specific

Financial Instrument is suitable for him in the light
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of his circumstances and financial resources. The

Client is warned of the following risks:

|. The Company does not and cannot guarantee
the initial capital of the Clients' portfolio or its
value at any time or any money invested in any

financial instrument.

2. The Client should acknowledge that, regardless
of any information which may be offered
by the Company, the value of any investment
in Financial Instruments may fluctuate
downwards or upwards and it is even probable

that the investment may become of no value.

3. The Client should acknowledge a that he runs
a great risk of incurring losses and damages
as a result of the purchase and/or sale of any
Financial Instrument and accepts that he

is willing to undertake this risk.

4. Information of the previous performance
of a Financial Instrument does not guarantee
its current and/or future performance. The use
of historical data does not constitute a binding
or safe forecast as to the corresponding future
performance of the Financial Instruments

to which the said information refers.

5. The Client is hereby advised that
the transactions undertaken through
the dealing services of the Company may be of
a speculative nature. Large losses may occur
in a short period of time, equalling the total

of funds deposited with the Execution Venue.

6. Some Financial Instruments may not become

immediately liquid as a result e.g. of reduced
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demand and the Client may not be in a position
to sell them or easily obtain information on the
value of these Financial Instruments or the

extent of the associated risks.

When a Financial Instrument is traded in a
currency other than the currency of the Client's
country of residence, any changes in the
exchange rates may have a negative effect

on its value, price and performance.

A Financial Instrument on foreign markets may
entail risks different to the usual risks of the
markets in the Client's country of residence.

In some cases, these risks may be greater. The
prospect of profit or loss from transactions

on foreign markets is also affected by exchange

rate fluctuations.

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.

. A Derivative Financial Instrument (i.e. option,

future, forward, swap, contract for difference)
may be a non-delivery spot transaction giving
an opportunity to make profit on changes

in currency rates, commodity, stock market
indices or share prices called the underlying

instrument.

. The value of the Derivative Financial Instrument

may be directly affected by the price of the
security or any other underlying asset which

is the object of the acquisition. Derivative
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securities/markets can be highly volatile. The
prices of Derivative Financial Instruments

and the underlying reference instruments

and indices may fluctuate rapidly and over wide
ranges and may reflect unforeseeable events
or changes in conditions, none of which can

be controlled by the Client or the Company.
Under certain market conditions it can

be impossible to execute any type of Clients
order at declared price. Therefore Stop Loss
order cannot guarantee the limit of loss. The
prices of Derivative Financial Instruments

will be influenced by, amongst other things,
changing supply and demand relationships,
governmental, agricultural, commercial,

and trade programs and policies, national

and international political and economic events
and the prevailing psychological characteristics

of the relevant marketplace.

. Transactions in Derivative Financial Instruments

and CFDs provided by the Company are not
undertaken on a recognized exchange, rather
they are undertaken on the Company's
Trading Platform through the Execution Venue
and, accordingly, they may expose the Client
to greater risks than regulated exchange
transactions. The terms and conditions

and trading rules are established solely

by the counterparty which in this case is the
Company's Execution Venue. The Client

can only close an open position of any

given Financial Instrument and CFD during
the opening hours of the Company's Trading

Platform.
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I3. The risk of loss in trading Derivative

Financial Instruments is substantial. In some
circumstances, the Client may sustain losses

in excess of his 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. The Client may

be called upon at short notice to deposit
additional margin funds. If the required funds
are not provided within the prescribed time,
the Client’s position may be liquidated. The
Client will remain liable for any resulting deficit
in his account. The Client should therefore
study and understand Derivative Financial
Instruments before he trades and carefully
consider whether such trading is suitable

in the light of his own financial position

and investment objectives. If the Client trades
Derivative Financial Instrument, he should
inform himself of the exercise and expiration
procedures and his rights and obligations upon

exercise or expiry.

In light of the risks, the Client should undertake
such transactions involving Derivative Financial
Instruments only if he understands the nature
of the contracts (and contractual relationships)
into which he is entering and the extent of the
exposure to risk. Trading in Derivative Financial
Instruments is not suitable for many members
of the public. The Client should carefully
consider whether trading is appropriate in light
of his experience, objectives, financial resources

and other relevant circumstances.
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[4. The additional risk disclosures below

are specific to futures and options trading.
Please note that these statements do not
disclose all of the risks and other significant

aspects of trading in futures and options:
4.1, Futures

(@) 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 that
the Client has deposited or will
have to deposit: this may work
for or against the Client. The Client
may sustain a total loss of initial
margin funds and any additional
funds deposited with the Company
to maintain the position.

If the market moves against

the Client’s position or margin

levels are increased, the Client may
be called upon to pay substantial
additional funds on short notice

to maintain the position. If

the Client fails to comply with a
request for additional funds within
the time prescribed, the position may
be liquidated at a loss and the Client

will be liable for any resulting deficit.

(b) The placing of certain orders (e.g.
“stop-loss” orders, or “'stop-limit”

orders) which are intended to limit
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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.

14.2. Options

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. The Client should
calculate the extent to which the value
of the options must increase for the
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, the Client will suffer a total
loss of his investment which will consist

of the option premium plus transaction
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costs. If the Client is contemplating
purchasing deep-out-of-the-money
options, he 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
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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.

Additional risks common to Futures

and Options

@

(®)

The Client should ask the firm

with which he deals about the terms
and conditions of the specific

futures or options which he

is trading and associated obligations
(e.g. the circumstances under

which the Client 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. 15.
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

the Client has sold options, this may
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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”.

The Client should familiarise himself
with the protections given to money
or other property deposited

for domestic and foreign transactions,
particularly in the event of a firm
insolvency or bankruptcy. The extent
to which the Client may recover his
money or property may be governed
by specific legislation or local rules.

In some jurisdictions, property which

had been specifically identifiable 17.
as the Client’s will be pro-rated in the
same manner as cash for purposes
of distribution in the event of a
shortfall.
18.

Before the Client begins to trade,
he should obtain a clear explanation
of all commission, fees and other
charges for which he will be liable.
These charges will affect the Client’s

net profit (if any) or increase the loss.

Transactions on markets in other
jurisdictions, including markets

formally linked to a domestic

16.
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market, may expose the Client

to additional risks. Such markets
may be subject to regulation which
may offer different or diminished
investor protection. Before

the Client trades he should enquire
about any rules relevant to his
particular transactions. The Client’s
local regulatory authority will

be unable to compel the enforcement
of the rules of regulatory authorities
or markets in other jurisdictions
where the Client’s transactions have
been effected. The Client should

ask the firm with which he deals

for details about the types of redress
available in both the Client's home
jurisdiction and other relevant
jurisdictions before commencing any

trades.

The profit or loss in transactions

in foreign currency- denominated
contracts (whether they are traded
in the Client's 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.

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,

19.

20.
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they are vulnerable to temporary
disruption or failure. The Client'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 Client
should ask the firm with which he

deals for details in this respect.

(h) Trading on an electronic trading

(i)

system may differ from trading

on other electronic trading systems.
If the Client undertakes transactions
on an electronic trading system, he
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 Client’s order is either not
executed according to his instructions

or is not executed at all.

In some jurisdictions, and only then
in restricted circumstances, firms
are permitted to effect off-exchange
transactions. The firm with which

the Client deals with may be acting

as his 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

21.
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to a separate regulatory regime.
Before the Client undertakes such
transactions, he should familiarise
himself with the applicable rules

and attendant risks.

I5. Investing in some Financial Instruments entails

the use of "gearing" or "leverage". In considering
whether to engage in this form of investment,
the Client should be aware that the high degree
of "gearing" or "leverage" is a particular feature
of Derivative Financial Instruments. This stems
from the margining system applicable to such
trades, which generally involves a comparatively
modest deposit or margin in terms of the
overall contract value, so that a relatively small
movement in the underlying market can have

a disproportionately dramatic effect on the
Client's trade. If the underlying market
movement is in the Client's favour, the client
may achieve a good profit, but an equally small
adverse market movement can not only quickly
result in the loss of the Clients' entire deposit,
but may also expose the Client to a large
additional loss. With regards to transactions

in Derivative Financial Instruments with the
Execution Venues, a derivative Financial
Instrument is a non-delivery spot transaction
giving an opportunity to make profit

on changes in currency rates, commodity,
stock market indices or share prices called

the underlying instrument. The Client must not
purchase

Derivative Financial Instruments unless

he is willing to undertake the risks of losing
entirely all the money which he has invested

and also any additional commissions and other

Unit 2001, 20/F Cheung Kong Center,
2 Queen's Road Central, Hong Kong
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expenses incurred.

. The value of open positions in the Financial

Instruments and Derivative Financial
Instruments provided by the Company

are subject to financing fees. The price

of long positions in Financial Instruments

and Derivative Financial Instruments

is reduced by a daily financing fee throughout
the life of the contract. Conversely, the price
of short positions in Financial Instruments

and Derivative Financial Instruments

is increased by a daily financing fee throughout
its life. Financing fees are based on prevailing
market interest rates, which may vary over
time. Details of daily financing fees applied

are available on the Company's Website.

The Client should take the risk that his trades
in Financial Instruments and Derivative Financial
Instruments may be or become subject to tax
and/or any other duty for example because

of changes in legislation or his personal
circumstances. The Company does not warrant
that no tax and/or any other stamp duty will
be payable. The Client should be responsible
for any taxes and/or any other duty which may

accrue in respect of his trades.

Clients are required to deposit a Margin

with the Company's Execution Venue in order
to open a position. The Margin requirement
will depend on the underlying instrument

of the derivative Financial Instrument, level

of leverage chosen and the value of position
to be established. The Company will not notify
the Client for any margin call to sustain a loss

making position.

Unit 2001, 20/F Cheung Kong Center,
2 Queen's Road Central, Hong Kong

29.

30.

3L

32.

33.

34.

XHK Limited
HEPHEEAES
25 KO TEBETID20#42001F

info@xhk.asia
+85223812899

BEFEFIRRZ B0, NZFA T E

SIBIPRB RE MBI R AR SR
AUEHAERT (BIEARSENFER)

, BN SER—PEARR, SrhaifiEs
BIBIF, ABARE L FEUR AR FRIF RE BY Rk
T tE 2o

R P BE NN S E R R R A
17, |, EPPIREEImLEER SR ZE R
NI oRe S IE SEEY N Z LRI AIY=S
PATIFREIE. P PIRe HEEE R ZAPTHY
S EANEASAEGLIRR TR
Bo BRRIREE M E RN LIRIE—
WFHUFE, X TEARREHITHERT
BR5, ARREARSZFERHTEMTIE
R, X5 FaNETPIEXBIIARIAL
5P, RARRRRRBTEZIEARS, Fa
NETZIOZRF1% o

RRNBINRAEFREEXIRBWEERS
IREEI, WEHEAFBREEIN.

TP B EREIIT AR EAN RS
BES EfthE AT B2 & fe B BINK
P, BXAREIRIATTA R 2 mEmBI R,

RN N FUSER KA EHARRS
MIHERNGL, A58 5 XINGLEH
SN BB Ry LSRR B RN

EZxRHUEX X B ERR R ERE AR
RHERBIBUSSRAFTMABRIN L, B,
XEFTRIRIRBAT TR, B X LE
REEISMERGIE. EHRERISE
o BURXIBLRYH]FliE

o« fEREERA

XHK Limited is licensed to provide Investment Services by Hong Kong Securities & Futures Commission, CE No.: BNN565

14
XHKERABEEEZ S RIPEEHEREES G AIREIRERS, PRREST  BNNS65



XHK Limited XHK Limited info@xhk.asia
X H K Unit 2001, 20/F Cheung Kong Center, EERREEREF +85223812899

2 Queen's Road Central, Hong Kong 25 KITEFFD20#£2001F
18. Growth Enterprise Market (“GEM") stocks o LHEECENCES S CREERS;
involve a high investment risk. In particular,
companies may list on GEM with neither o B SEH S N BAT SR RIET TS5

a track record of profitability nor any obligation

L >R = .
to forecast future profitability. GEM stocks ORI SEEBTL

may be very volatile and illiquid.

«  SKIBEUH R ZECENE X A B FRTm

The Client should make the decision to invest Rz B

in GEM stocks only after due and careful B TR G E S MR R B

consideration. The greater risk profile BRI T S3EE o S B 5],

and other characteristics of GEM mean that it is

a market more suited to professional and other 35 AT R SR R RIe A E L4 T

sophisticated investors. IEE@—??FEi%J:FA?FEEy—y—ﬁﬁmﬁ
RIEMITERZHIE R TEXAMERT,

Current information on GEM stocks may only 1338 E AR T BT RS BB LT 1N AE

be found on the internet website operated HESMTERTED,

by The Stock Exchange of Hong Kong Limited.

GEM Companies are usually not required to issue 36. EEAXK . EAXNREENFHRITHEHEY

paid announcements in gazetted newspapers. MERNNSE Y SHIEE ], IR E XA FIE

At BRI A EF.

The Client should seek independent

professional advice if he is uncertain of or 37. NG | RN G BIER]E T ohx & A 6E
has not understood any aspect of this risk NEEFNMEF EAFIR IR R REM 17
disclosure statement or the nature and risks MR MIESEINIE. BE, 1R
involved in trading of GEM stocks. T, REMES LK, RZIRA. 720

HIH R FIRRIIE:

[9. Client assets received or held by the Company

outside Hong Kong are subject to the . TRHRBIRE AT ;
applicable laws and regulations of the relevant
® /p\{Z’g I/)I

overseas jurisdiction which may be different
from the Securities and Futures Ordinance " P
(Cap.571) and the rules made thereunder. + APBERAIRITIIE
Consequently, such client assets may not enjoy ML TIHER

the same protection as that conferred on client

assets received or held in Hong Kong. . HEREEWMESITFENESR;

20. There is risk if the Client provides

XHK Limited is licensed to provide Investment Services by Hong Kong Securities & Futures Commission, CE No.: BNN565

15
XHKE RN EE BB S RIAEEBERERRF I RHIRERE, PRIFSE  BNN565



XHK Limited
X HK @

Unit 2001, 20/F Cheung Kong Center,
2 Queen's Road Central, Hong Kong

the Company with an authority that allows

it to apply the Client’s securities or securities
collateral pursuant to a securities borrowing
and lending agreement, repledge the Client's
securities collateral for financial accommodation
or deposit the Client’s securities collateral

as collateral for the discharge and satisfaction

of its settlement obligations and liabilities.

If the Client’s securities or securities collateral
are received or held by the Company (in Hong
Kong), the above arrangement is allowed only if
the Client consents in writing. Moreover, unless
the Client is a professional investor, the Client’s
authority must specify the period for which

it is current and be limited to not more than 12
months. If the Client is a professional investor,

these restrictions do not apply.

Additionally, the Client’s authority may

be deemed to be renewed (i.e. without

the Client's written consent) if the Company
issues the Client a reminder at least 14 days
prior to the expiry of the authority, and the
Client does not object to such deemed renewal
before the expiry date of the Client’s then
existing authority. The Client is not required
by any law to sign these authorities. But an
authority may be required by the Company,
for example, to facilitate margin lending to the
Client

or to allow the Client’s securities or securities
collateral to be lent to or deposited

as collateral with third parties. The Company
should explain to the Client the purposes

for which one of these authorities is to be used.

XHK Limited info@xhk.asia
EFRAPUEFKEF +85223812899
25 KT EBAD2082001F
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. ERMBUSTRE M.
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ARMRFEA IR MENEEH FEHE
BEEIEIRR ML, X 2R T RFHREA
NERMSBARNENERBRRGAZHIN

B2,

39. XL : I XS IR TR T B EIRIR

EEEHERNE MR EEX
o

40. BFRZH M BF R RAERITENR

BRREZ ZET. TERIE IMMEE
5. X RE R I E B SR A 1R 1R 1Fo
EEABFRZRANTRZH, BFHEE
RIE T USRS BN, CUFERB (iR 1%
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If the Client signs one of these authorities

and his securities or securities collateral

are lent to or deposited with third parties,
those third parties will have a lien or charge

on the Client’s securities or securities collateral.
Although the Company is responsible to the
Client for securities or securities collateral

lent or deposited under the Client’s authority,
a default by it could result in the loss of the

Client’s securities or securities collateral.

A cash account not involving securities
borrowing and lending is available from most
licensed or registered persons. If the Client
does not require margin facilities or does not
wish his securities or securities collateral to be
lent or pledged, he should not sign the above
authorities and ask to open this type of cash

account.

If the Client provides the Company

with an authority to hold mail or to direct mail
to third parties, it is important for the Client
to promptly collect in person all contract notes
and statements of his account and review
them in detail to ensure that any anomalies

or mistakes can be detected in a timely fashion.

In respect of the risk of margin trading, the risk
of loss in financing a transaction by deposit

of collateral is significant. The Client may
sustain losses in excess of his cash and any
other assets deposited as collateral with the
Company. Market conditions may make

it impossible to execute contingent orders,
such as "stop-loss" or "stop-limit" orders. The

Client may be called upon at short notice

XHK Limited
HEPHEEAES
25 KO TEBETID20#42001F
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to make additional margin deposits or interest
payments. If the required margin deposits

or interest payments are not made within

the prescribed time, the Client’s collateral may
be liquidated without his consent. Moreover,
the Client will remain liable for any resulting
deficit in his account and interest charged

on his account. The Client should therefore
carefully consider whether such a financing
arrangement is suitable in light of his own

financial position and investment objectives.

In respect of trading Nasdag-Amex securities
at The Stock Exchange of Hong Kong Limited,
the securities under the Nasdag-Amex Pilot
Program ("'PP"") are aimed at sophisticated
investors. The Client should consult

the Company and become familiarised with the
PP before trading in the PP securities. The
Client 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.

A bank or broker through whom the Company
deals or the Company itself may act

in the same market as the Client, its own
account involvement could be contrary to the

Client’s interests.

The insolvency of the Company or of a bank
or broker used by the Company to effect its
transactions may lead to the Client's positions

being closed out against his wishes.

The Client's attention is expressly drawn

to currencies traded so irregularly

XHK Limited
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or infrequently that it cannot be certain that

a price will be quoted at all times or that it may
be difficult to effect transactions at a price
which may be quoted owing to the absence

of a counterparty.

Trading on-line, no matter how convenient
or efficient, does not necessarily reduce risks

associated with currency trading.

There is a risk that the Client's trades

in Financial Instruments may be or become
subject to tax and/or any other duty

for example because of changes in legislation
or his personal circumstances. The Company
does not warrant that no tax and/or any other
stamp duty will be payable. The Client should
be responsible for any taxes and/or any other

duty which may accrue in respect of his trades.

Before the Client begins to trade, he should
obtain details of all commissions and other
charges for which the Client will be liable. If any
charges are not expressed in money terms (but
for example as a dealing spread), the Client
should ask for a written explanation, including
appropriate examples, to establish what such
charges are likely to mean in specific money

terms.

Transactions may not be undertaken

on a recognized or designated investment
exchange and, accordingly, they may expose
the Client to greater risks than exchange
transactions. The terms and conditions

and trading rules may be established solely
by the Execution Venue. The Client may

only be able to close an open position of any

XHK Limited
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given contract during the opening hours

of the Execution Venue. The Client may also
have to close any position with the same
counterparty with whom it was originally
entered into. In regard to transactions

in Financial Instruments with the Company,
the Company is using a Trading Platform

for transactions in Financial Instruments which
does not fall into the definition of a recognized
exchange as this is not a Multilateral Trading
Facility because the Company may be a in a

client transaction.

31. The Company will not provide the Client
with investment advice relating to investments
or possible transactions in investments or make

investment recommendations of any kind.

32. The Execution Venue will be required
to hold the Client's money in an account
that is segregated from other clients and the
Execution Venue's money in accordance
with current regulations, but this may not afford

complete protection.

33. Currency risk: Profits and losses of transactions
with contracts denominated in a foreign
currency that differs from the currency
of the Client's account are affected by the
exchange rate fluctuations when converted
from the contract currency to the account

currency.

34. Country/Political risk: This is the risk that an
international investor bears due to the political
conditions of the country he has invested
in. Typically, the concern here is the actions

of governments, but other vectors of political

XHK Limited
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risk include local legal systems, the military
or state-sponsored groups. Examples

of political risks include:

* The imposition or removal of taxes;

* The imposition or removal of exchange
controls or exchange rate management

systems,

* The repudiation or moratorium

of government or central bank debt;

* The confiscation of assets including

nationalisation:;

* The imposition or removal of trade quotas

or tariffs or both; or

* The passage of legislation making previously
acceptable business practices or ownership

structures now illegal or subject to censure.

Liquidity risk: Liquidity risk arises in situations
where a party interested in trading a Financial
Instrument cannot do so because nobody

in the market wants to trade that particular
Financial Instrument. In such a case an investor
may not be able to sell a Financial Instrument
or close out a position at the market price

at any given time.

Credit risk: Credit risk refers to the capability
of the counterparty to fulfil its contracted
financial obligations like dividend payments,
interest payments, repayment of principal when

due, etc.
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Interest rate risk: Interest rate risk is the
probability of an adverse impact on profitability
or asset value as a result of changes in interest
rates. Fluctuations of market interest affect

the prices of securities. Usually the price

of shares increases if the interest rate falls

and vice versa. Factors that influence the level

of market interest rates include:
» Expected levels of inflation;
*  General economic conditions;

* Monetary policy and the stance of the

central bank;
* Foreign exchange market activity;
* Foreign investor demand for debt securities;
* Levels of sovereign debt outstanding; or
* Financial and political stability.

Operational risk: Operational risk can

be defined as the risk of direct or indirect loss
resulting from inadequate or failed internal
processes, people and systems or from
external events. This is the risk that the internal
organizational systems of the Company may
run due to system malfunctions or human

errors.

Market risk: This reflects the extent to which
the return of a Financial Instrument varies
in response to, or in association with, variations

in the overall market returns.
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40. Electronic trading risk: Electronic trading
systems use computer devices for routing
orders, balancing operations, registering
and clearing transactions. These may be subject
to temporary failure and faulty operation.

On executing transactions using an electronic
trading system, the Client bears the risks
specific to such a system, including the risk

of a failure in the operation of the hardware
or software. Therefore, the Client's order

may not be carried out in accordance with his
instructions or may not be executed at all.

It may be impossible to continually receive
information on the positions or to meet margin

requirements.

This notice cannot and does not disclose or explain
all of the risks and other significant aspects involved

in the dealing of any Financial Instruments.

The English language is the official communication
language at XHK. In case of any disputes,
discrepancies, ambiguity or differences

in translations of documents/information in any
other languages, the version in English prevails.
Documents/Information provided in any other
languages is for information purposes only

and cannot be treated as an official text of the

particular document.

Unit 2001, 20/F Cheung Kong Center,
2 Queen's Road Central, Hong Kong
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