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Derivative Products Traded on Hong Kong Exchanges and Clearing Limited and Overseas
Exchanges and Relevant Risks

If c

ustomers wish to trade the derivative products mentioned below, you should read carefully and understand the nature, terms and risks of the

relevant products/trades.
Derivative Warrants (“DWs”)

Inli

Cal

DWs are issued by a third party, usually an investment bank, independent of the issuer of the underlying assets. Derivative warrant traded in Hong
Kong / Overseas market is likely to have a unique expiry date.

DWs are an instrument that gives an investor the right to buy or sell an underlying asset at a pre-set price prior to a specified expiry date. DWs
may be bought and sold prior to their expiry in the market. At expiry settlement is made in cash rather than a purchase or sale of the underlying
asset. DWs are generally divided into two types: calls and puts. Holders of call warrants have the right, but not obligation, to purchase from the
warrant issuer a given amount of the underlying asset at a predetermined price (also known as the exercise price) within a certain time period.
Conversely, holders of put warrants have the right, but not obligation, to sell to the warrant issuer a given amount of the underlying asset at a
predetermined price within a certain time period.

ne Warrants (“IWs”)

IWs are issued by a third party, usually an investment bank, independent of the issuer of the underlying assets. In general, IW is likely to have a
unique expiry date.

Inline Warrants are a type of structured product that entitles the investors to receive a pre-determined fixed payment at expiry. At expiry, investors
will receive a Maximum Fixed Payment at Expiry (e.g. HK$1) per inline warrant held when the underlying asset falls at or within the Upper and
Lower Strikes (In-The-Range) or Minimum Fixed Payment at Expiry (e.g. HK$0.25) per inline warrant held when the underlying asset falls outside
the Upper and Lower Strikes (Out-of-The-Range). Due to the pre-determined fixed maximum payment at expiry, an inline warrant should not be
traded above the Maximum Fixed Payment at Expiry. Investors will suffer a loss by buying an inline warrant above Maximum Fixed Payment at
Expiry.

lable Bull / Bear Contracts (“CBBC”)

CBBC are a type of structured product that tracks the performance of an underlying asset without requiring investors to pay the full price required
to own the actual asset. CBBC are settled in cash only. CBBC have a fixed expiry date, allowing investors to take bullish or bearish positions on
the underlying assets. In Hong Kong, CBBC are issued by a third party, usually an investment bank, independent of the exchanges and of the
underlying asset.

There are two categories of CBBC, namely Category N CBBC and Category R CBBC. CBBC have a Call Price and a Mandatory Call Feature.
CBBC can be held until maturity (if not called before expiry) or sold before expiry.

Exchange Traded Funds (“ETFs”)

ETFs are passively-managed open-ended funds, unit trust or similar investment arrangement that is listed and/or traded on an exchange. ETFs
in Hong Kong are authorized by the Securities and Futures Commission (“SFC”) of Hong Kong. The principal objective of an ETF is to track or
replicate the performance of an underlying index. The index can be on a stock market, a specific segment of a stock market, a group of stock
markets, bonds or commodities. Some ETFs also track the performance of single commodities, such as gold.

ETFs can be broadly grouped into three types: Physical, Synthetic and Futures-based. Physical ETFs directly buy all the assets needed to
replicate the composition and weighting of their benchmarks (e.g. constituents of a stock index). However, some only buy a portion of the assets
needed to replicate the benchmarks or assets which have a high degree of correlation with the underlying benchmarks. Some physical ETFs with
underlying equity-based indices may also invest partially in futures and options contracts.

Synthetic ETFs do not buy the assets in their benchmark, but invest in financial derivative instruments to replicate the benchmark’s performance.
The ETFs are required to have collateral when investing in derivatives. In Hong Kong, an ETF’s net risk exposure to any single counterparty
cannot be more than 10% of its NAV. Future-based ETFs use futures indices as their underlying benchmarks to replicate their composition and
weighting so as to give the ETFs the performance of the benchmarks.

In Hong Kong, there are also requirements for identification of synthetic ETFs and futures-based ETFs. For synthetic ETFs listed on Hong Kong
Exchanges and Clearing Limited (“HKEX”), a marker “X” is placed at the beginning of their English and Chinese stock short names for easy
identification and an asterisk with annotation (*This is a synthetic ETF) is placed right after the name of synthetic ETF in offering documents and
marketing materials. For future-based ETFs listed on HKEX, a marker “F” is placed at the beginning of their English and Chinese stock short
names.

Leveraged and Inverse Products (“L&l Products™)

Re

L&l Products seek to achieve short-term investment results that correspond to the daily magnified or daily inverse performance of their underlying
assets on a daily basis.

L&l Products do not share the buy-and-hold characteristics of conventional ETFs.

L&l Products seek to achieve a multiple of their underlying asset’s daily performance, before fees and expenses, the performance can deviate
from the multiple of the underlying asset’s cumulative return when held for longer than one trading day. L&l Products invest a portion or all of their
net assets in derivatives, typically futures or swaps.

L&l Products are designed as a trading tool for short-term market timing or hedging purposes and not for long-term investment.

L&l Products are only suitable for sophisticated trading-oriented investors who constantly monitor the performance of their holdings on a daily basis.

L&l Products listed on HKEX have their own distinctive stock short names that begin with an “L” for Leveraged Products and an “I” for Inverse Products.

levant Risks

Issuer default risk

In the event that a financial derivative product issuer becomes insolvent and defaults on its obligations in relation to its listed securities, investors
will be considered as unsecured creditors and will have no preferential claims to any assets held by the issuer. Therefore, investors should
specifically pay attention to the financial strength and credit worthiness of financial derivative product issuers.

Gearing risk

DW / CBBC / L&l Products are leveraged products and their value can be changed rapidly according to the gearing ratio relative to the underlying
assets. Investors should be warned that the value of such products may fall to zero resulting in a total loss of the initial investment.

Time decay risk

If all conditions remain unchanged, the value of DW, IW and CBBC will decay over time when they come near to their expiry dates. Therefore,
they should not be treated as long term investments.

Expiry considerations

Most financial derivative products have an expiry date after which the products may become worthless. For IW, the profit potential is capped by
the pre-determined payment.

Mandatory call

CBBC are not suitable for all investors and investors should consider their risk appetite prior to trading. ACBBC may be called by the issuer when
the price of the underlying asset hits the Call Price and that CBBC will expire early. Payoff for Category N CBBC will be zero when they expire
early. When Category R CBBC expire early the holder may receive a small amount of Residual Value payment, but there may be no Residual
Value payment in adverse situations. Once the CBBC is called, even though the underlying asset may bounce back in the right direction, the
CBBC which has been called will not be revived and investors will not be able to profit from the bounce-back.

Extraordinary price movements

The price of a financial derivative product may not match its theoretical price due to outside influences such as market supply and demand
factors. As a result, the actual traded prices can be higher or lower than the theoretical prices.

Liquidity risk

Financial derivative product issuers may be required to appoint a liquidity provider for individual product. The role of a liquidity provider is to
provide two way quotes to facilitate trading of the products. If a liquidity provider defaults or ceases to fulfill its role, investors of the relevant
products may not be able to buy or sell the product until a new liquidity provider is appointed. For L&l Products, rebalancing typically takes place
near the end of a trading day (shortly before the close of the underlying market) to minimize tracking difference. The short interval of rebalancing
may expose L&l Products more to market volatility and higher liquidity risk.
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Derivative Products Traded on Hong Kong Exchanges and Clearing Limited and Overseas
Exchanges and Relevant Risks

General market risks

The market price of a financial derivative product is also affected by the same investment risks that affect the stock market, such as movements
in domestic and international markets, the present and anticipated economic environment, investor sentiment, interest rates and volatility.
Investors may loss all their initial investment amount.

Foreign exchange risk

If the underlying assets of the financial derivative products that are traded by the investors are not denominated in Hong Kong dollars, investors
are also exposed to exchange rate risk. Besides, if the relevant foreign currency is subject to exchange controls, investor may have to convert
the local currency into the relevant foreign currency when investor invests in that foreign currency denominated derivative product. It is possible
that investor may not receive the relevant foreign currency upon redemption or sale of the relevant foreign currency denominated financial
derivative products. The relevant foreign currency denominated derivative products may also be subject to liquidity risk, credit and insolvency
risks of the product issuers.

Investment objective risk

There is no assurance that the investment objective of a product and investment strategies will be achieved. It is possible that an investor may
lose a substantial proportion or all of its investment.

Uncollateralised product risk

Uncollateralised structured products are not secured by any assets. If the issuer becomes insolvent, investors can lose their entire investment.
Investors should read the listing documents in detail in order to determine if a product is uncollateralised.

Passive investment risk

Products which are not actively managed may be affected by changes in the market segments relating to the relevant assets. Under normal
market circumstances, financial derivative product issuers will not take defensive positions when the relevant asset moves in an unfavorable
direction. In such circumstances, investors may lose a significant part or all of their respective investments.

Possible business failure risk

Global markets may experience very high level of volatility and an increased risk of corporate failures. The insolvency or other corporate failures
of any one or more of the constituents of an index or an underlying asset may have an adverse effect on such index or underlying asset and
therefore a leveraged product’s performance. Investors may lose money by investing in leveraged products.

Management risk

Because there is no guarantee or assurance of exact or identical replication of the performance, the inverse performance or the leveraged
performance (as the case may be) of the relevant index or underlying stock by a L&l Product at any time, such product is subject to management
risk.

Tracking error risk

Tracking error is the difference between the performance of an ETF and its underlying asset. Tracking error can arise due to factors such as the
impact of the Total Expense Ratio, changes in the composition of the underlying asset and changes of the type of ETF (e.g. physical vs synthetic).
In the case of a synthetic ETF, the indirect costs borne by the fund may only be reflected in the market value of the derivative instruments it holds.
Risk in trading at discount or premium to net asset value (“NAV”)

The market price of an ETF may be at a discount or premium to its NAV. This price discrepancy is caused by supply and demand factors and may
be more likely to emerge during periods of high market volatility and uncertainty. This phenomenon may also be observed in the ETFs which track
the specific markets or sectors that are subject to direct investment restrictions. As a result, investors who buy ETFs at a premium may suffer
losses even if the NAV is higher when they sell. If the trading of ETFs is being terminated by the exchange, investors may not be able to fully
recover the amount of initial investment.

Long-term holding risk

L&l Products are not intended for holding longer than the rebalancing interval, typically one day. Daily rebalancing and the compounding effect
will make the L&l Product’s performance over a period longer than one day deviate in amount and possibly direction from the leveraged/inverse
performance of the underlying asset over the same period. The deviation becomes more pronounced in a volatile market. As a result of daily
rebalancing, the underlying asset’s volatility and the effects of compounding of each day’s return over time, it is possible that the leveraged
product will lose money over time while the underlying asset increases or is flat. Likewise, it is possible that the inverse product will lose money
over time while the underlying asset decreases or is flat.

Risk of rebalancing activities

There is no assurance that L&l Products can rebalance their portfolios on a daily basis to achieve their investment objectives. Market disruption,
regulatory restrictions or extreme market volatility may adversely affect the rebalancing activities.

Intraday investment risk

Leverage factor of L&l Products may change during a trading day when the market moves but it will not be rebalanced until day end. The L&l
Product’s return during a trading day may be greater or less than the leveraged/opposite return of the underlying asset.

Concentration risk

An L&l Product may be subject to concentration risk as a result of tracking the performance, the inverse performance or the leveraged
performance (as the case may be) of a single geographical region or a single underlying asset. Such a product is likely to be more volatile and
more susceptible to fluctuations in value resulting from adverse conditions (where the relevant product tracks the performance or leveraged
performance of the relevant index or underlying asset) or positive conditions (where the relevant product tracks the inverse performance of the
relevant index or underlying asset) in the relevant region or in respect of the relevant underlying asset.

Trading risk for Inline Warrant

Trading IW below the Minimum Fixed Payment at Expiry or above the Maximum Fixed Payment at Expiry may not reflect the true value of the IW.
In Hong Kong, any inline warrant trades executed at the price above the Maximum Fixed Payment at Expiry will not be recognized and
will be cancelled by HKEX.

The above information are based on the information provided on the websites of HKEX, SFC and U.S. Securities and Exchange Commission. For
more detailed information regarding derivative products, investors can refer to the websites of HKEX (http://www.hkex.com.hk), SFC
(http://www.sfc.hk) and U.S. Securities and Exchange Commission (http://www.investor.gov).

Disclaimer

This document has been issued by Hang Seng Bank Limited for general reference and information purposes only, and is not prepared based on any
particular circumstances. This document does not, by itself, constitute, nor is it intended to be, nor should it be construed as any offer, solicitation of the sale,
recommendation, or advice to invest in any of the products or investments mentioned herein.

This document is not intended to be distributed to or used by people or entities in the jurisdictions or countries where doing so would violate any relevant
laws or regulations. Unauthorised re-distribution or adaptation in whole or in part of this document by any means or in whatever form is strictly prohibited.

The information contained in this document is based on sources which we believe to be reliable but have not independently verified. You should not make
any investment decision based on this document alone. Before making any investment decision, you should understand the nature, terms and risks of the
relevant products/trades. You should read and understand the relevant offering circular/information memorandum, terms and conditions of the issuers,
introduction/guide of the product, information brochure of the product or any other document in relation to the products/trades.

You must make your own assessment and investigation on the products/trades or the parties involved (including issuers, guarantors or trustees). You should
also consider your own circumstances, including your acceptable risk level, financial situation, investment experience, investment objectives, investment
period and particular needs. Besides, you should also consider other matters, such as your citizenship, the law of the countries where you reside or have
the right to reside and the tax issues that arise from the investment, legal requirement and any foreign exchange controls or foreign exchange control
regulations.

If you have any doubt in the products/trades mentioned in this document or cannot confirm if the relevant products/trades are suitable for you, please consult
independent professional advice.
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