@ PEBE wrsmaa

BOCI Securities Limited

Virtual Asset Related Products (“VA-related Product”)
Virtual Asset (“VA”)

“Virtual asset” refers to digital representations of value which may be in the form of digital tokens (such
as utility tokens, stablecoins or security- or asset-backed tokens) or any other virtual commodities, VA
assets or other assets of essentially the same nature, irrespective of whether or not they amount to
“securities” or “futures contracts” as defined under the Securities and Futures Ordinance, Cap. 571 of
the laws of Hong Kong (“SFQ”), but excludes digital representations of fiat currencies issued by central
banks.

Bitcoin, Ether are among the most representative VA assets in current market.
Virtual Asset Futures (“VA Futures”)

VA futures are one of the VA-related products that allow investor to gain exposure to VA currencies
without the need to actually hold them.

It is a similar concept to stock index or commodity futures contracts, where an investor can take risks on
an asset’s future value. However, the value of a VA currency may not fully correlate with the price of the
VA futures contract. When a VA futures contract expires, the trade is settled in cash rather than the
actual digital asset.

The dominant aspect of VA futures trading is that it can protect investors against adverse market
conditions. Investor can sell high and buy low to profit from the price difference, which is known as short
selling. Essentially, VA futures contracts enable market participants to make profits regardless of the
price direction of the underlying asset.

Due to the high volatility associated with derivatives trading, investors must manage risks prudently, and
it’s imperative to learn the basics of VA futures before investing.

Benefits:

e VA futures trading allows investor to bet against the market. Investor can go long or short to
profit from either direction of the market.

e With the use of leverage, investor can gain significant exposure to an asset at only a fraction of
its total cost.

Investor can use VA futures trading as a hedge against spot markets.

e The high volatility in the VA currency markets can be a blessing or a torment to investor because
the direction of an asset is not guaranteed.

e VA futures contracts involve leverage, making them one of the riskiest instruments. Under
certain circumstances, the exposure to leverage can lead to losses in excess of initial margin.
Investor should therefore implement a solid risk management strategy.

Investing in VA futures contracts is suitable only for investors with a high risk tolerance and sufficient
assets to be able to withstand potential losses. Investor should only invest funds that can afford to lose
without affecting investor’s life, and since investor cannot expect to receive returns on every trade,
should invest only a portion of these funds in any single trade.
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Virtual Asset Futures ETFs and Virtual Asset Spot ETFs (“VA ETFs”)

VA ETFs are one of the Virtual Asset Related Products (“VA-related Product”) issued by a fund company
that actually holds virtual asset — cryptocurrency. VA ETFs mainly hold "single cryptocurrency" or
"multiple cryptocurrency assets" under investment portfolios. Cryptocurrency ETFs allow investors to
purchase shares of a fund with the goal of capturing the value of a specified cryptocurrency or tracking
a cryptocurrency market index. When investors purchase VA ETFs, either through physical replication
(i.e. VA Spot ETFs) or futures replication (i.e. VA Futures ETFs), investors are equivalent to holding
cryptocurrency indirectly through ETF funds.

**Virtual Asset Spot ETFs are tracking its virtual asset value by investing and holding the asset physically.

**Virtual Asset Futures ETFs are tracking its virtual asset value by futures.

The difference of investment in VA Spot/ VA Futures/ VA Futures ETF/VA Spot ETF

In the spot market, investor buy and sell virtual asset currencies such as Bitcoin and Ether for immediate
delivery. In other words, virtual asset currencies are directly transferred between market participants
(buyers and sellers). In a spot market, investors have direct ownership of virtual asset currencies and are
entitled to economic benefits, such as voting for major forks or staking participation.

In the futures market, investors are trading contracts that represent the value of specific virtual assets.
When investors purchase a futures contract, investors do not actually own the underlying virtual asset.
The contract signifies investors’ agreement to buy or sell a specific virtual asset on a future date.
Therefore, owning a futures contract does not grant investors voting rights or collateral rights.
Additionally, the risks associated with futures trading differ significantly from spot trading.

Futures-based ETFs are distinguished by the fact that they provide investors with accessibility to futures
contracts rather than any securities. Futures contracts are legally binding agreements to acquire or sell
a product, asset, or investment at a fixed price at a pre-defined date. They have a distinct risk level than
spot trading.

In contrast to monitoring the spot market value of the underlying commodity, a futures-based ETF
follows futures contracts via the CME-listed futures markets. As a result, the value of the ETF will differ
from the spot value of virtual asset.

In the Spot ETF market, investors can buy or sell ETFs through brokers the same way as buy or sell other
securities, ETF. The relevant ETFs are traded in board lots and the board lot size is set by the ETF
managers.
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Risks of Trading of VA-related Products

The prices of VA-related Product fluctuate, sometimes dramatically. The price of a VA-related Product
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 VA-related Product.

Nature of VA-related Products

VA-related Products are not legal tender. They may not be backed by physical assets, nor backed or
guaranteed by any government. As such, VA-related Products are difficult to value, and they may not
have intrinsic value at all. Some VA-related Products may not circulate freely or widely, and may not be
listed on any secondary markets.

VA-related Products may or may not be considered as "property" under the law, and such legal
uncertainty may affect the nature and enforceability of investor’s interests in such VA-related Product.

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.

VA-related Products are generally a high-risk asset class. They may or may not be "securities" (as defined
in the SFO). Investors should exercise caution in relation to the trading of VA-related Products, and VA-
related Product themselves.

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.

Reliance on Distributed Ledger Technology

VA-related Products rely on various types of distributed ledger technology. Some of this technology are
open-source software that is built upon experimental technology, namely blockchain. Risks arising from
relying on such technology include the existence of technical flaws in the technology, targeting by
malicious persons, majority-mining, consensus-based or other mining attacks, changes in the consensus
protocol or algorithms, decreased community or miner support, rapid fluctuations in value of relevant
VA-related Products, the existence or development of competing networks, platforms and assets, flaws
in the scripting language, disputes between developers, miners and/or users and regulatory action.

VA-related Product May Be Complex Products

VA-related Products are likely complex products by virtue of the fact that their terms, features and/or
risks are not reasonably likely to be understood by a retail investor because of its complex structure,
novelty and reliance on technological features. Investors should exercise caution in relation to any
complex product.
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Volatility of VA-Related Products

The value of VA-related Products may fluctuate significantly over a short period of time. The volatile and
unpredictable fluctuations in price may result in significant losses over a short period of time.

Any VA-related Product may decrease in value or lose all of its value due to various factors including
discovery of wrongful conduct, market manipulation, change to the nature or properties of the Virtual
Asset Product, governmental or regulatory activity, legislative changes, suspension or cessation of
support for a VA-related Product or other exchanges or service providers, public opinions, or other
factors outside of our control. Technical advancements, as well as broader economic and political factors,
may cause the value of VA-related Product to change significantly over a short period of time.

Issuer risks of VA-related Products

The Service Provider is not the issuer of VA-related Products. VA-related Products are issued by third
parties. Investors should read the applicable terms, information and risk disclosures provided by the
applicable issuers carefully before entering into a VA-related Product’s transaction.

No offering document, term or product information provided by the applicable issuer has been subject
to regulatory approval, unless expressly stated otherwise. Investors should exercise caution in respect
of any issuance or offer of such assets.

For any VA-related Products that have been authorised by a regulator, authorisation does not imply any
official recommendation or endorsement of the asset by the regulator, nor does it guarantee the
commercial merits of the asset or its performance.

Market, Liquidity and Conversion Risk

Where Virtual Asset Transactions are denominated in particular VA-related Products or fiat currencies
other than Investor’s primary reference asset, there is a risk that if the exchange markets move against
investors, then upon maturity or any earlier dealing the net proceeds may be significantly less than the
initial amount in investor’s primary reference asset, and any income or gains may be entirely negated.

The value of a particular VA-related Product may decline, or be completely and permanent lost should
the market for that VA-related Product disappear. There is no assurance that a market for a particular
VA-related Product will continue to do so in the future. This is because the value of a VA-related Product
may be derived, among other things, from the continued willingness of market participants to exchange
that Virtual Asset Product.

There is the possibility for investors to experience losses due to the inability to sell or convert assets into
a preferred alternative asset immediately or in instances where conversion is possible but at a loss. Such
liquidity risk in an asset may be caused by the absence of buyers, limited buy/sell activity or
underdeveloped secondary markets. There is no assurance that a person who accepts a VA-related
Product as payment, will continue to do so in the future.
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Investors may also suffer loss as a result of depreciation of the value of the currency paid as a result of
foreign exchange controls imposed by the country issuing the foreign currency. Repayment or payment
of amounts due to investor may be delayed or prevented by exchange controls or other actions imposed
by governmental or regulatory bodies over currencies which they control or regulate.

No Right under Statutory Protection Schemes
Investors should be aware that:

e Virtual Asset Transactions are not subject to a right to claim under the Investor Compensation
Fund established under the SFO, unless the VA-related Products are traded on the Hong Kong
Exchanges and Clearing Limited; and

e VA-related Products and fiat currencies held in an account are not protected deposits, and are
not protected by the Deposit Protection Scheme in Hong Kong.

This means that Virtual Asset Transactions and VA-related Products may have reduced level or type of
protection compared to other products and asset classes afforded by the laws of Hong Kong.

Risks of Assets Received or Held outside Hong Kong

VA-related Products and fiat currency received or held by VA-related Product’s issuers and the service
provider or on their behalf, outside Hong Kong, are subject to the laws of the relevant overseas
jurisdictions, which may be different from the SFO and the rules made thereunder. Consequently, such
assets may not enjoy the same protection as that conferred on some of the assets received or held in
Hong Kong.

Risks Relating to Authorised Persons

There are substantial risks in allowing another person to trade or operate an account, and it is possible
that VA instructions could be given by persons who are not properly authorised. Investors accept all of
the risks of such an operation and irrevocably release VA-related Product’s issuers and the service
provider from all liabilities arising out of or in connection with such VA instructions.

Suspension of Virtual Asset Transactions, Airdrops, Forks & Network Events

It may be difficult or impossible to liquidate a position in VA-related Products under certain
circumstances. Certain airdrops, forks or network events may occur rapidly and affect our ability to
conduct a VA transaction. Information relating to such events may be difficult to ascertain ahead of time
and may be subject to limited oversight by any third party who is capable of intervening to stabilise the
network.

Tax treatment and accounting

Some VA transactions may be subject to the tax laws and regulations in an applicable jurisdiction. The
tax treatment and accounting of VA-related Products are a largely untested area of law and practice that
is subject to changes. Tax treatment of VA-related Products may vary amongst jurisdictions. The service
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providers may receive queries, notices, requests or summons from tax authorities and as a result may
be required to furnish certain information about the VA transaction.

Among the accounting profession, there are no agreed standards and practices for how an auditor can
perform assurance procedures to obtain sufficient audit evidence for the existence and ownership of
the VA-related Products, and ascertain the reasonableness of the valuations.

If Investors are unsure about the tax implications of investors’ VA transactions, investors should seek
independent professional advice before carrying out a VA transaction.

Inflation Risk

VA-related Products may, either because of the inherent design of the VA-related Products or through
forks, airdrops or network events, not be a fixed supply of assets. Where additional VA-related Products
are created, their price may decline due to inflationary effects of the increased amount of total VA-
related Products available.

Concentration risk

At any point in time, one or more persons may directly or indirectly control significant portions of the
total supply of any particular VA Product. Acting individually or in concert, these holders may have
significant influence, and may be able to influence or cause forks or network events which may have a
detrimental effect on price, value or functionality of the VA-related Products. This increases the risk of
any potential market manipulation. Persons who have the ability to cause the happening of a network
event may make decisions that are not in investor’s best interest as a holder of VA-related Products.

Country risk

If a transaction is made in any VA-related Product issued by a party subject to foreign laws or transactions
made on markets in other jurisdictions, including markets formally linked to a domestic market, recovery
of the sums invested and any profits or gains may be reduced, delayed or prevented by exchange
controls, debt moratorium or other actions imposed by the government or other official bodies. Before
investors conduct any VA transactions, investors should satisfy about any rules or laws relevant to those
particular VA transactions.

Investors’ local regulatory authority will be unable to compel the enforcement of the rules of regulatory
authorities or markets in other jurisdictions where investors’ transactions have been effected. Investors
should obtain independent advice about the different types of redress available in both investors’ home
jurisdiction and other relevant jurisdictions before investors start to trade. If investors’ country of
residence imposes restrictions on VA transactions, service provider may be required to discontinue
investors’ access to the account, and may not be permitted to transfer VA-related Products back to
investors or permit investors to transfer VA-related Products from the investors’ account or others, until
the regulatory environment permits service provider to do so.

Regulatory uncertainty

All VA transactions are potentially exposed to legal and regulatory risks. Presently, most trading, lending
and other dealing platforms and custodians of VA-related Products are unregulated and may affect the
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value of VA-related Products. The legal and regulatory treatment of some of the VA-related Products
may also change. Regulation of VA-related Products is unsettled and rapidly changing. Legal and
regulatory treatment varies according to the jurisdiction. The effect of regulatory and legal risk is that
any VA-related Products may decrease in value or lose all of its value due to legal or regulatory change.
This may affect the value or potential profit of a VA transaction.

Service provider may cancel or modify investors’ VA transaction, restrict or suspend the access to an
account or any of the VA services to comply with applicable laws and regulations and recommend that
investors obtain independent legal, tax and financial advice and that investor continue to monitor the
legal and regulatory position in respect of investor’s VA-related Products and VA transactions.

Conflicts of interest

VA-related Products’ trading service providers may be acting as agents for investor as well as acting as
principals against investors. Other relevant service providers may facilitate the initial distribution of VA-
related Products (such as, initial coin offerings), secondary market trading, or both, in manners similar
to a traditional exchange, alternative trading system or securities broker. If these operations are not
under the purview of any regulator, it would be difficult to detect, monitor and manage conflicts of
interest.

New risks

As VA-related Products are still a developing asset, investors may be able to invest in new types of VA-
related Products. There may also be opportunities for investor to invest via more complex transaction
strategies. There may be increased and new risks that arise from such investments.

Cybersecurity and Technology — Related Risks

1. Transactions irreversible
The nature of VA transactions is that they are irreversible. This means accidental or fraudulent
transactions in respect of VA-related Products may not be recoverable.

2. Forks and attacks
VA-related Products may be subject to forks or attacks on the security, integrity or operation of the
networks, including network events. Such events may affect the features, functions, operation, use or
other properties of any VA Product, network or platform.

The events may also severely impact the price or value, function and/or the name of any VA-related
Products, or even result in the shutdown of the network or platform associated with the VA Product.
Such events may be beyond our control, or to the extent the service provider has any ability to impact
such event, our decision or actions may not be in investor’s interests.

3. Cyber-attacks and fraudulent activity
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The VA services' technological reliance on the internet exposes investor to an increased risk of fraud or
cyber-attack. VA-related Products, may be targeted by malicious persons who may attempt to steal VA-
related Products or fiat currency, or otherwise intervene in a VA transaction or any of the VA services.

This includes (but is not limited to) interventions by way of:

distributed denial of service;
sybil attacks;

phishing;

social engineering;

hacking;

smurfing;

malware;

double spending;

. majority-mining, consensus-based or other mining attacks;
10. misinformation campaigns;
11. Forks; and

12. spoofing.
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VA-related Products may also be vulnerable to exploitation of vulnerabilities in smart contracts and
other code, as well as to human error.

Cyber-attacks resulting in the hacking of VA-related Products’ trading platforms and thefts of VA-related
Products are common. The above events may affect the features, functions, operation, use, access or
other properties of the VA-related Products.

4. Reliance on the internet and other technologies
VA transactions rely heavily on the internet and other technologies. However, the public nature of the
internet means that either parts of the internet or the entire internet may be unreliable or unavailable
at any given time. Further, interruption, delay, corruption or loss of data, the loss of confidentiality in
the transmission of data, or the transmission of malware may occur when transmitting data via the
internet and/or other technologies. The result of the above may be that investor’s VA transaction is not
executed according to investor’s VA instructions, at the desired time, or not at all.

No authentication, verification or computer security technology is completely secure or safe.

The internet or other electronic media (including without limitation electronic devices, services of third-
party telecom service providers such as mobile phones or other handheld trading devices or interactive
voice response systems) are an inherently unreliable form of communication, and such unreliability may
be beyond our control.

Any information (including any document) transmitted, communications, or transactions made, over the
internet or through other electronic media (including electronic devices, services of third party
telecommunication service providers such as mobile phones or other handheld trading devices or
interactive voice response systems) may be subject to interruption, transmission blackout, delayed
transmission due to data volume, internet traffic, market volatility or incorrect data transmission
(including incorrect price quotation) or stoppage of price data feed due to the public nature of the
internet or other electronic media.
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5. Cryptographic advancements
Developments in cryptographic technologies and techniques, including (but not limited to) the
advancement of artificial intelligence and/or quantum computing, pose security risks to all
cryptography-based systems including the VA-related Products, investor’s account, any of our
application programming interfaces ("APIs"), the VA services and the electronic services. Applying these
technologies and techniques to the same may result in theft, loss, disappearance, destruction,
devaluation or other compromises of the same.

VA custody risk

While the custodians safekeeping the VA holdings of VA spot ETFs (VA Custodians) are regulated by the
SFC and HKMA, there can be no assurance that their security procedures will actually work as designed
or prove to be successful in safeguarding the ETFs’ assets against all possible sources of theft, loss or
damage.

While the VA Custodians are required to store most of their VA in cold wallet (i.e. where the private keys
to the wallet are kept in an offline environment), some of the VA may be temporarily held online in the
hot wallet (i.e. where the private keys to the wallet are kept in an online environment) for the needs of
creations and redemptions, which is more susceptible to cyber-attacks.

The VA spot ETF itself does not insure its holdings in VA while the VA Custodians are required to maintain
a compensation arrangement to cover potential losses of client’s VA. In case of theft or loss, the
compensation arrangement of the VA Custodians may not be adequate to cover all VA held on behalf of
the virtual asset spot ETF.

Off-exchange Transactions

Some of the VA services involve off-exchange transactions. Such transactions may involve increased risks
since it may be difficult to liquidate an existing position, determine a fair price or assess exposure to risk.
Off-exchange transactions are not as transparent as transactions conducted on any recognised exchange.

Counterparty Risk

Investors are subject to our counterparty risk under a VA transaction. Investor should evaluate the
comparative credit risk and undertake appropriate due diligence on both us and the applicable product
before undertaking any VA transaction.

Jurisdiction risks

Residents, tax residents or persons having a relevant connection with certain jurisdictions are excluded
from carrying out VA transactions. Changes in investor’s place of domicile or the applicable laws and
regulations may result in investor violating any legal or regulatory requirements of investor’s applicable
jurisdiction.

Investor are responsible for ensuring that any VA transaction is, and remains lawful despite changes to
applicable laws and regulations, investor’s residence and circumstances.
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Specific Risks regarding Virtual Asset Exchange Traded Funds (“ETF”)

VA ETF may include virtual asset futures ETF, virtual asset spot ETF and other similar VA-related Products
which are generally only available to professional investors.

The following are specific risks associated with VA ETF:

VL.

VII.

VIII.

X.

VA ETF may have a less diversified portfolio and more volatile than other ETF investment, and
may fluctuate substantially over short or long period of time;

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;

The price of underlying indexes is subject to volatility experienced by the constituent digital asset
platforms;

The calculation and dissemination of the underlying indexes may be wrong or delayed due to
system failures or errors of the computers or other facilities of the index administrators, data
providers and/or the constituent digital asset platforms;

The value of investor’s share in the VA ETF may be adversely affected by a variety of factors
unrelated to the value of the cryptocurrencies, including but not limited to the payment of
sponsor’s fee and additional expenses of the trust, the reduction of the liquidity of the share,
suspension of trading of cryptocurrencies, impracticability of delivery, disposal or evaluation of
cryptocurrencies because of interruption in services of service providers to the trust or system
failures;

VA ETF may suffer loss due to the failure of its counterparty. VA ETF, where applicable, is subject
to legal risk, operational risk, liquidity risk of the counterparty and custody risk of the collateral;
VA ETF may be subject to management risk that the investment manager’s strategy, and its
implementation may not produce the intended results. There is no guarantee that a VA ETF can
track the price of its underlying virtual asset;

VA ETF may involve investment in a single country or region which is subject to specific legal,
political and economic risks of that country or region. Investing in non-Hong Kong regulated VA
ETF may involve special risks and consideration in accounting, disclosure, auditing, financial
standards, investment and exchange control regulations, restrictions on the expatriation of the
funds of the ETF and other government or political restrictions;

VA ETF may suffer loss due to employee collusion or fraud, physical loss including theft, damage
of key material, security breach or hack, fraudulent transfer, operational errors or failure and
bankruptcy of its service providers, including the trustee, sponsor, trust administrator, cash
custodian, prime execution agent, cryptocurrency custodians; and

VA ETF may not have an active trading market and investor may have to sell share at a lower
price at a time when no active market exist and suffer loss.

The above risk factors are not exhaustive. For more risk disclosure regarding VA ETF, Investor should
refer to the “risk factors” in the prospectus of the respective VA ETF.

The following are specific risks associated with virtual asset futures ETF:

The VA ETF may “roll” out of one futures contract as the expiration date approaches and into
another futures contract on VA with a later expiration date. The "rolling" feature creates the
potential for a significant negative effect on The VA ETF 's performance that is independent of
the performance of the spot prices of the VA. The "spot price" of a commaodity is the price of
that commodity for immediate delivery, as opposed to a futures price, which represents the
agreed on a specified date in the future.
VA ETF would be expected to experience negative roll yield if the futures prices of VA tend to be
greater than the spot price of VA. Such roll costs may be potentially substantial. A market where
10
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VL.

futures prices are generally greater than spot prices is referred to as a “contango” market.
Therefore, if the futures market for a given commaodity is in contango, then the value of a futures
contract on that commodity would tend to decline over time (assuming the spot price remains
unchanged), because the higher futures price would fall as it converges to the lower spot price
by expiration. Extended period of contango may cause significant and sustained losses to The
VA ETF. Additionally, because of the frequency with which The VA ETF may roll CME VA Futures,
the impact of contango on The VA ETF’s performance may be greater than it would have been if
The VA ETF rolled CME VA Futures less frequently.

The price difference between shorter-dated and longer-dated contract CME VA Futures is
typically substantially higher than the price difference associated with rolling other types of
futures contracts. The CME VA Futures have historically experienced extended periods of
contango. The impact of contango may also be greater to the extent The VA ETF invests in back-
month CME VA Futures.

CME VA Futures exhibit “futures basis”, which refers to the difference between the current
market value of the underlying VA (the “spot” price) and the price of the cash-settled CME VA
Futures. A negative futures basis exists when cash-settled CME VA Futures generally trade at a
premium to the current market value of VA. If a negative futures basis exists, The VA ETF’s
investments in CME VA Futures will generally underperform a direct investment in VA. The
values of futures contracts may move in unexpected ways, especially in unusual market
conditions, and may result in increased volatility, among other consequences. There may be
imperfect correlation between changes in the market value of a futures contract and the value
of its underlying reference asset, and this may be exaggerated in times of market stress or
volatility.

The use of CME VA Futures involves the risk of mispricing or improper valuation. The market
value of CME VA Futures may be subject to greater fluctuation than futures on traditional assets.
The VA ETF’s ability to value the CME VA Futures may also be impacted by technological issues
or errors by pricing services or other third-party service providers. There is no assurance that
The VA ETF could sell or close out the CME VA Futures position for the value established for it at
any time, and it is possible that The VA ETF would incur a loss because the CME VA Futures
position is sold or closed out at a discount to the valuation established by The VA ETF at that
time.

As the CME may be open when Units in The VA ETF are not priced, the value of the CME VA
Futures in The VA ETF’s portfolio may change on days when investors will not be able to
purchase or sell the Units in The VA ETF. Differences in trading hours between the CME and
the SEHK may also increase the level of premium or discount of the Unit price to its Net Asset
Value.

The following are specific risks associated with virtual asset futures Leveraged and Inverse ETF:

Virtual Asset Futures Daily (+X) Leveraged and (-X) Inverse Product
It is a futures-based product which invests directly in VA futures asset to give the Product the leveraged
(+X) and inverse (-X) of the Daily performance of the Index. (X = multiplier times)

Leverage Risk — The Product will utilise leverage to achieve a Daily return equivalent (+X) times
the return of the Index. Both gains and losses will be magnified. The risk of loss resulting from
an investment in the Product in certain circumstances including a bear market will be
substantially more than a fund that does not employ leverage.

Inverse performance risk - The Product tracks the inverse performance of the Index on a Daily
basis. Should the value of the performance of the Index is positive, it could have a negative effect
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VL.

VII.

VIIL.

on the performance of the Product. Unitholders could, in certain circumstances including a bull
market, face minimal or no returns, or may even suffer a complete loss, on such investments.

Margin requirement risk — Margin requirements for the VA futures may be substantially higher
than margin requirements for many other types of futures contracts. High margin requirements
could prevent the Product from obtaining sufficient exposure to the VA futures and may
adversely affect its ability to achieve its investment objective. If the Product is unable to meet
its investment objective as a result of margin requirements imposed by the Product’s futures
broker, the Product may adversely impacted and fail to deliver the leverage/ inverse
performance of the Index.

Risk of material non-correlation with spot price of VA — As the Index is based upon nearest
maturing monthly VA futures but not on VA spot, the performance of the Index may substantially
differ from the current market or VA spot price performance Accordingly, the Product may
underperform the leverage/ inverse Daily performance of the VA spot price.

Long term holding risks — The Product is not intended for holding longer than one day as the
performance of the Product over a period longer than one day will very likely differ in amount
and possibly direction from the leverage/ inverse performance of the Index over that same
period (e.g. the loss may be more than X times the increase/ decrease in the Index). This effect
may be more pronounced for longer holding periods and in products with larger leverage/
inverse exposure. Investors should not expect the actual percentage return of investing in the
Product to be equal to X times, the leverage/ inverse percentage change in the Index for periods
of longer than one day.

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 leverage/ inverse performance of the Index will increase, and the
performance of the Product 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 Product will lose money over time while the Index’s performance falls or is flat.
Investors in the Product should actively manage and monitor their investments, as frequently as
daily.

Leveraged Performance of Index — Investors in the Product should note that the objective and
the risks inherent in the Product are not typically encountered in traditional exchange traded
funds which track the “long” performance rather than leveraged performance of an index.
Should the value of the VA of the Index decrease, the use of a leverage factor of X times in the
Product will trigger an accelerated decrease in the value of the Product’s Net Asset Value
compared to the Index (which has a leverage factor of 1, i.e. no leverage). As such, Unitholders
could, in certain circumstances including a bear market, face minimal or no returns, or may even
suffer a complete loss, on such investments. The negative effect of compounding is more
pronounced when combined with leverage and Daily rebalancing in volatile markets.

Inverse product vs short selling risk — Investing in the Product is different from taking a short
position. Because of rebalancing, the return profile of the Product is not the same as that of a
short position. In a volatile market with frequent directional swings, the performance of the
Product may deviate from a short position.

For inverse product, risk investment outcome of the Product is the opposite of conventional
investment funds. If the value of the Index increases for extended periods, the Product will likely
to lose most or all of its value. On the other hand, If the value of the Index decreases for extended
periods, the Product will likely to lose most or all of its value on leverage product.

12
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The Index is a new index. The Product may be riskier than other products tracking more
established indices with longer operating history. The Product is a leverage/ inverse product
investing directly in VA Futures tracking the performance of a VA futures index. The Product is
the first new product tracking the leverage/ inverse performance of a VA futures index in Hong
Kong. The novelty and untested nature of such product and the fact that the Product is the first
of its kind in Hong Kong makes the Product riskier than traditional exchange traded funds or
products tracking the leveraged or inverse performance of indices with conventional underlying
assets.

The Product may be subject to tracking error risk, which is the risk that its performance may not
track that of the leverage/ inverse Daily performance of the Index exactly. This tracking error
may result from the investment strategy used, liquidity of the market and fees and expenses as
well as costs of using financial derivatives and the correlation between the performance of the
Product and the Daily performance of the Index may be reduced. The Product’s daily tracking
difference may be higher than those of leveraged/ inverse products with conventional
underlying assets. The Manager will monitor and seek to manage such risk in minimising tracking
error. There can be no assurance of exact or identical replication of the performance of the Index
at any time, including on an intra-day basis.

Intraday investment risk — The Product is normally rebalanced at or around the close of trading
of futures market on each Business Day. As such, return for investors that invest for period less
than a full trading day will generally be greater than or less than the leverage/ inverse
investment exposure to the Index, depending upon the movement of the Index from the end of
one trading day until the time of purchase.

13
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WARNING STATEMENT

This Product is regarded as complex product involving different types of risks, you should
apply special caution to and ensure fully understand the nature of the Product and the risks
associated with Product.

Trading this Product carries a high level of risk, and may not be suitable for all investors. The
high degree of leverage can work against you as well as for you. Before deciding to trade the
Product you should carefully consider your investment objectives, level of experience, and
risk appetite. The possibility exists that you could suffer losses in excess of your deposited
fund and therefore you should not invest money that you cannot afford to lose. You should
fully understand and be aware of all the risks associated with trading this Product, and seek
advice from an independent financial advisor if you have any doubts.

This Product is a SFC authorized product but such authorization does not imply the SFC’s
official recommendation or endorsement of the Product. The commercial merits or
performance of the Product is not guaranteed by the SFC. The relevant offering material(s) of
this Product provided by the issuer and the information on this website or via other channels
have not been reviewed by the SFC or any regulatory authorities in Hong Kong. You should
apply special caution to the relevant offering materials and information.

Investment involves risks. Past performance is not indicative of future performance of the
Product. The price or value of the Product and the income/dividend generated (if any) can
fluctuate and is not guaranteed; it may move up or down and may even become valueless.

SFC: Securities and Futures Commission of Hong Kong
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Disclaimers:

1. This Key Information Document (“KID”) is prepared, issued, delivered, provided or
distributed by BOCI International Holdings Limited or any of its subsidiaries or affiliates
(collectively, the “BOCI Group”)

2. The contents in this KID are not intended to and should not constitute as an offer or
solicitation of an offer or a recommendation or an advice or the basis for any contract,
to sell or to purchase or to subscribe for or to invest in or enter into the product(s) or
service(s) referred herein. This KID is meant to be informative and for general purposes
only. It does not take into account your individual needs, investment objectives, risk
profiles and specific financial circumstances.

3. Although the contents in this KID have been taken from sources that are believed to be
accurate, no warranty or representation is made by BOCI Group as to its correctness,
completeness, timeliness or accuracy. Contents of this KID may be amended from time
to time without prior notice. Nothing in this KID constitutes investment, legal,
accounting, tax or other advice nor a representation that any product, service,
investment or investment strategy is suitable for any person. To the extent permitted by
applicable law and regulations, BOCI Group disclaims liability for any error, omission or
inaccuracy of the contents of this KID and any loss arising from the use of or reliance on
this KID. No part of this KID may be (i) copied or duplicated in any form, by any means,
or (ii) re-distributed without the prior written consent of BOCI Group. BOCI Group shall
have no liability for any misuse or unauthorised distribution of this KID.

4. Investment involves risk. The price of financial product(s) 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 financial product(s). It is not possible for this KID to
disclose all the risks and other significant aspects associated with the product(s).
Investor should refer to the relevant offering documents (including the prospectus, if
any) of the product(s) for detailed information (including risk factors) prior to investing
in the product(s). If you have any query on the above information or any product
offering documentation, you should seek independent professional advice before
making investment decision, in particular, in determining the suitability and assessing
the investment risks of any product or service.

If there is any inconsistency between the English and Chinese versions of this KID, the English
version shall prevail.
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