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Investment in China Connect Securities through the Shanghai Hong Kong Stock Connect and/or the
Shenzhen Hong Kong Stock Connect ( “China Connect” ) Risks and Notice
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The following risk disclosure statements cannot disclose all the risks involved. Customers should undertake his/her own research

and study before trade or invest. Customers should carefully consider whether trading or investment is suitable in light of his/her
own financial position and investment objectives. Customers are advised to seek independent financial and professional advice
before trade or invest or if uncertain of or have not understood any aspect of the following risk disclosure statements or the nature

and risks involved in trading or investment.
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Risk of trading A shares via Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock

Connect
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PRC-Related Risks

Investing in the PRC, an emerging market, involves special considerations and risks, including without
limitation greater price volatility, less developed regulatory and legal framework, economic, and social and

political instability.
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Market risk

The market value of China Connect Securities and the income from them may go down as well as up. There
can be no assurance that the Customer will achieve profits or avoid losses from trading China Connect
Securities, significant or otherwise. The return the Customer receives from China Connect Securities (if any)
will fluctuate in response to changes in capital appreciation and/or income relating to such China Connect
Securities. Furthermore, China Connect Securities may experience volatility and decline depending on market
conditions. Through trading China Connect Securities, the Customer is exposed to various forms of risk,
including (for example) interest rate risks (risks of falling China Connect Securities values in a rising interest
rate market), income risks (risks of falling incomes from China Connect Securities in a falling interest rate

market) and credit risk (risk of a default by an issuer of China Connect Securities).
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Possible business failure risk

In the current economic environment, global markets are experiencing very high levels of volatility and an

increased risk of corporate failures. The insolvency or other corporate failure of any issuer of China Connect

Securities may have an adverse effect on the Customer's investment. The Customer may lose money by

investing in China Connect Securities.

i R @ b

Tx 2 P EE IS R (Bl m] AR & = PRI R BME RS EER « 2R > & T HE amae oy tH BR b m T
RER S JRARTEN T E S AR AU N S DITERI R & - 2 FHRZERE TSRS R AR

E’]Tﬁb‘@u\&ﬁi{lﬁﬂ/ N EA AR -

Equity risk

Investing in China Connect Securities may offer a higher rate of return than investing in short term and longer

term debt securities. However, the risks associated with investments in China Connect Securities may also be

higher, because the investment performance of China Connect Securities depends upon factors which are

difficult to predict. Such factors include the possibility of sudden or prolonged market declines and risks

associated with individual companies.
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Dividend risk

Whether an issuer of China Connect Securities will pay distributions is subject to such issuer's dividend policy.
Dividend payment rates in respect of China Connect Securities may depend on factors including general
economic conditions and the financial positions of the relevant issuers. There can be no assurance that any

dividends or distributions in respect of China Connect Securities will be declared or paid.
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Liquidity risk

Although China Connect Securities are listed for trading on a China Connect Market and available for through
SEHK by China Connect, there can be no assurance that an active trading market for China Connect Securities

will develop or be maintained. If spreads on China Connect Securities are wide, this may
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affect the Customer's ability to dispose of China Connect Securities at the desired price. If the Customer
to sell China Connect Securities at a time when no active market for them exists, the price the Customer
receives for his China Connect Securities — assuming he is able to sell them — is likely to be lower than

price received if an active market did exist.
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General legal and regulatory risk

The Customer must comply with all Applicable Regulations. Furthermore, any change in any Applicable
Regulations may have an impact on the market sentiment which may in turn affect the performance of China
Connect Securities. It is impossible to predict whether such an impact caused by any such change will be
positive or negative for China Connect Securities. In the worst case scenario, the Customer may lose a material

part of his investments in China Connect Securities.
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Currency risk

The value of RMB against Hong Kong dollars or other foreign currencies may be affected by a wide range of
factors. There is no guarantee that RMB will not depreciate. A depreciation of RMB may result in a decrease
in the market value of RMB securities and the realisation price of RMB securities. Non-RMB based investors
who are trading in RMB securities may also sustain loss in the event that they subsequently convert any RMB
proceeds back to Hong Kong dollars or other base currencies. There are also significant restrictions on the
remittance of RMB into and out of the PRC. If the issuer of RMB securities is not able to remit RMB to Hong
Kong or make distributions in RMB due to exchange controls or other restrictions, the issuer may make
distributions (including dividends and other payments) in other currencies. Investors may therefore be exposed
to additional foreign exchange risk and liquidity exposures. The liquidity and trading price of China Connect
Securities may be adversely affected by the limited availability of RMB outside the PRC and restrictions on
the conversion of RMB. These factors may affect the liquidity of RMB for investors and accordingly adversely

affect the market demand for China Connect Securities.
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Exchange rate risk

As RMB equity products are traded and settled in RMB, they are exposed to exchange rate risk. Even if the
RMB/HKD exchange rate remains steady, and the price of the RMB equity products you are holding does not
change, you may not receive the same amount of HKD when you sell the products due to the spread between
buying and selling RMB. RMB equity products are not an investment instrument for you to use to speculate

on movements of the RMB/HKD exchange rate.
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Over-subscribing to an IPO

In some cases, IPO may be oversubscribed. The company may go through an allocation process to determine
whether an investor will receive any shares and, if so, in what quantity. An investor may be tempted to
subscribe for more shares than he intends to, if he thinks he will not receive the full amount in case of an over-
subscription. However, if the IPO is not oversubscribed, the investor will receive all the quantity applied for

and will incur the full cost.
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Not protected by Investor Compensation Fund
Similar to trading other overseas securities, any default matters in Northbound trading via the Shanghai-
Hong Kong Stock Connect and Shenzhen-Hong Kong Stock Connect will not be covered by neither the Hong
Kong Investor Compensation Fund nor the China Securities Investor Protection Fund.
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Quotas used up

When the daily quota is used up, acceptance of the corresponding buy orders will also be immediately
suspended and no further buy orders will be accepted for the remainder of the day. Buy orders which have
been accepted will not be affected by the using up of the daily quota, while sell orders will be continued to be

accepted.
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Trading day difference

Shanghai-Hong Kong Stock Connect or Shenzhen-Hong Kong Stock Connect will only operate on days when
both markets are open for trading and when banks in both markets are open on the corresponding settlement
days. So it is possible that there are occasions when it is a normal trading day for the PRC market but Hong
Kong investors cannot carry out any A share trading.

Customers should take note of the days Shanghai-Hong Kong Stock Connect or Shenzhen-Hong Kong Stock
Connect is open for business and decide according to their own risk tolerance capability whether or not to take
on the risk of price fluctuations in A shares during the time when Shanghai-Hong Kong Stock Connect or

Shenzhen-Hong Kong Stock Connect is not trading.
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Restrictions on selling imposed by front-end monitoring

For customers who usually keep their A-shares outside of their brokers, if they want to sell certain A shares

they hold, they must transfer those A shares to the respective accounts of their brokers before the market opens

on the day of selling (T day). If they fail to meet this deadline, they will not be able to sell those A shares on

T day.
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The recalling of eligible stocks

The list of eligible stocks for trading via Shanghai-Hong Kong Stock Connect or Shenzhen-Hong Kong Stock
Connect are subject to change from time to time and certain stocks may be recalled from the scope of the list.
When recalled, the stock can only be sold but restricted from being bought. This may affect the investment
portfolio or strategies of customers. Customers should therefore pay close attention to the list of eligible stocks

as provided and renewed from time to time by both Exchanges.
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Restrlctlons on trading Shanghai STAR and Shenzhen ChiNext shares (Only eligible for Shanghai-Hong

Kong Stock Connect and Shenzhen-Hong Kong Stock Connect)
Trading of Shanghai STAR and Shenzhen ChiNext shares are limited to institutional professional investors.
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Important Notice of Trading China A Shares and A Shares Margin Trading via Shanghai Hong Kong
Stock Connect and Shenzhen Hong Kong Stock Connect

Customer should be aware of the following matters associated with trading of securities listed on the Shanghai
Stock Exchange (“SSE”) via Northbound Trading of Shanghai-Hong Kong Stock Connect and listed on the
Shenzhen Stock Exchange (“SZSE”) via Northbound Trading of Shenzhen-Hong Kong Stock Connect.
Customers must also observe relevant laws, regulations and regulatory requirements of the PRC and Hong

Kong as well as the rules of the exchanges.
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Only eligible stocks can be traded

w

Customers can only trade eligible stocks. The list of eligible stocks is provided by the Hong Kong Exchanges
and Clearing Limited (“HKEX"”) from time to time. If a share ceases to be an eligible stock but continues to
be a SSE or SZSE listed share, customers will only be allowed to sell but restricted from buying the share.
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Quota restriction

A shares transactions are limited by Daily Quota. Once the Daily Quota is used up during a continuous auction
session, no further buy orders will be accepted for the remainder of the day (buy orders already accepted will
not be affected by Daily Quota being used up). Quota information will be released on the HKEX website.
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Arrangement of trading days and trading hours

Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock Connect allows trading only on the
days when both Hong Kong and PRC markets are open for trading, and banking services are available in

markets on the corresponding settlement days. Customers should note that A shares trading will follow the
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SSE’s or SZSE’s trading hours. Also, Customers should note the closing call auction period, please refer to
SZSE’s website for details. For the arrangement of trading days and trading hours, including the arrangement

under severe weather conditions, please refer to the announcement of HKEX.
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Trading and Settlement Currency

The trading and settlement currency of A shares are in RMB. Customers need to have sufficient RMB funds

for trading A shares.
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Only Limited order is available

Only limited order is accepted for A shares transaction.
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Arrangement of order amendment

If a customer wants to amend an A shares order which has been issued, he/she has to cancel the existing order

and place a new order subject to the quota balance at that moment and queue up again.
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Price Limit
Customers should pay attention to the price limit of SSE and SZSE. All orders input for A shares must be at
or within the price limit, i.e., cannot exceed +/-10% of the previous closing price. (+/-5% for A shares in the
risk alert board) Also, HKEX will put in place a dynamic price checking for buy orders. Buy orders with input
prices lower than the current best bid (or last traded price in the absence of current best bid, or previous closing
price in the absence of both current best bid and last traded price) for a certain percentage will be rejected.
HKEX intends to set the dynamic price checking at 3% during the initial phase of Shanghai-Hong Kong
Stock Connect and Shenzhen-Hong Kong Stock Connect. The percentage may be adjusted from time to time

subject to market conditions.
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Day Trading

Customers are not allowed to carry out A shares day trading. A shares bought on trade day (T day) can only
be sold on or after T+1 day.
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Restriction on selling

Pre-trade checking is applicable to Shanghai Northbound Trading and Shenzhen Northbound Trading. If

customers want to sell A shares via us, the A shares must be transferred to the securities accounts held by the
customers before the market opens on the day of selling (T day). Otherwise, customers can not sell the A

shares on T day.
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OTC and restriction on naked short selling

All trading must be conducted on SSE or SZSE, i.e. no over-the-counter (OTC) or manual trades are allowed.

Also naked short selling is not allowed.
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Shareholding restriction and disclosure obligation

According to the rules of the PRC, single foreign investor’s shareholding in a listed company should not
exceed 10% of the total issued shares. All foreign investors’ shareholding in the A shares of a listed company
is not allowed to exceed 30% of its total issued shares. Customers should make sure the shareholding
percentage complies with the related restriction. The PRC also requires investors to report to the relevant
authorities when the percentage of shares held or controlled by the investor reaches certain level. Customers
have to conform to the relevant rules themselves. Also customers should understand fully the PRC rules and
regulations in relation to short swing profits, disclosure obligations and follow such rules and regulations

accordingly.
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Force sell arrangement

We have the right to force-sell client’s shares upon receiving the forced sale notification from HKEX.
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Stock and money settlement arrangement

For A shares trading, stock settlement will be conducted on T day. We will settle the money (including the
transaction amount as well as the related fees and levies) on T+1 day. Moreover, customers should also note
the listing date of bonus shares Shenzhen Stock Exchange would be on the following day of the record date.
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General meetings arrangement

Shanghai Northbound Trading and Shenzhen Northbound Trading investors will not be able to attend general
meetings in person or by means of proxy, as opposed to what they can do in Hong Kong if they hold Hong

Kong stocks.
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A shares depository

Since A shares are issued in scripless form, customers cannot withdraw A shares in physical form.
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Fees and charges for A Shares Trading

For details of the fees and charges for A Shares trading, please refer to ..............
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Circuit Breaker Mechanism for Index

SSE and SZSE announced the implementation of the circuit breaker mechanism. Such mechanism may be
adjusted from time to time subject to market conditions. Please visit the related Stock Exchange website for

latest information.
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Investor ID

Starting from the 26 September 2018, northbound trading under Stock Connect will implement investor
identification regime, where individual investors will be assigned an unique number from their broker, as
the Broker-to-Client Assigned Number (BACN), for conducting northbound trades. Each BACN should
mapped to the identification information including full name and ID card number of that particular investor.

Please refer to the information paper provided by HKEX to know more about the regime.
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Should there be any discrepancy between the English and Chinese versions of this document, the Chinese

version shall prevail.
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To: CTBC Asia Limited

[/Our company Client Name Client Number

has/have received, read and understand the “Investment in China Connect Securities through the Shanghai
Hong Kong Stock Connect and/or the Shenzhen Hong Kong Stock Connect ( “China Connect” ) Risks and
Notice” total of 11 pages and I/Our company has fully acknowledged the aforesaid and the risks concerned
Shanghai Northbound Trading and Shenzhen Northbound Trading, including but not limited to being liable
responsible for breaching the relevant rules such as SSE Listing Rules, SZSE Listing Rules and other

applicable laws, regulations and regulatory requirements. I/Our company agreed to be registered as
“Investment in China Connect Securities through the Shanghai Hong Kong Stock Connect and/or the
Shenzhen Hong Kong Stock Connect ( “China Connect” )/ Investment in Securities settled in RMB” client.
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Signature: Date:
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