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Non-collateralised Structured Products

Base Listing Document relating to
Structured Products to be issued by

Guotai Junan Securities (Hong Kong) Limited
(incorporated with limited liability in Hong Kong)

This document, for which we accept full responsibility, includes particulars given in compliance with
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the
‘‘Listing Rules’’) for the purpose of giving information with regard to us and our warrants
(‘‘Warrants’’), callable bull/bear contracts (‘‘CBBCs’’) and other structured products (together, the
‘‘Structured Products’’) to be listed on the Stock Exchange from time to time. This document may be
updated and/or amended from time to time by way of addenda.

We, having made all reasonable enquiries, confirm that to the best of our knowledge and belief the
information contained in this document is accurate and complete in all material respects and not
misleading or deceptive, and there are no other matters the omission of which would make any
statement herein or this document misleading.

The Structured Products are complex products. You should exercise caution in relation to them.
The Structured Products involve derivatives. Investors should not invest in the Structured
Products unless they fully understand and are willing to assume the risks associated with them.
Investors are warned that the price of the Structured Products may fall in value as rapidly as it
may rise and holders may sustain a total loss of their investment. Prospective purchasers should
therefore ensure that they understand the nature of the Structured Products and carefully study
the risk factors set out in this document and the relevant launch announcement and supplemental
listing document and, where necessary, seek professional advice, before they invest in the
Structured Products.

The Structured Products constitute our general unsecured contractual obligations and of no other
person and will rank equally among themselves with all our other unsecured obligations (save for
those obligations preferred by law) upon liquidation. If you purchase the Structured Products, you
are relying upon our creditworthiness and have no rights under the Structured Products against
(a) the company which has issued the underlying assets; (b) the trustee or the manager of the
underlying unit trust; or (c) the index compiler of any underlying index or any company
constituting the underlying index. If we become insolvent or default on our obligations under the
Structured Products, you may not be able to recover all or even part of the amount due under the
Structured Products (if any).
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IMPORTANT INFORMATION

What is this document about?

This document is for information purposes only
and does not constitute an offer, an advertisement
or an invitation to the public to subscribe for or to
acquire any Structured Products.

What documents should you read before
investing in the Structured Products?

You must read this document (including any
addendum to this document to be issued from time
to time) together with the relevant launch
announcement and supplemental listing document
(each a‘‘Launch Announcement and Supplemental
Listing Document’’ ) (including any addendum to
such Launch Announcement and Supplemental
Listing Document to be issued from time to time)
(together, ‘‘Listing Documents’’) before investing
in the Structured Products. A Launch Announcement
and Supplemental Listing Document will be issued
prior to the listing date of each series of Structured
Products, which will include detailed commercial
terms of the relevant series. You should carefully
study the risk factors set out in the Listing
Documents.

Is there any guarantee or collateral for the
Structured Products?

No. Our obligations under the Structured Products
are neither guaranteed by any third party, nor
collateralised with any of our assets or other
collaterals. When you purchase our Structured
Products, you are relying on our creditworthiness
only, and of no other person. If we become
insolvent or default on our obligations under the
Structured Products, you can only claim as an
unsecured creditor of the Issuer. In such event,
you may not be able to recover all or even part of
the amount due under the Structured Products (if
any).

Are we regulated by the Hong Kong Monetary
Authority referred to in Rule 15A.13(2) or the
Securities and Futures Commission (‘‘SFC’’)
referred to in Rule 15A.13(3)?

We are licensed for type 1 (dealing in securities)
and type 4 (advising on securities) regulated
activities by the SFC. The Issuer is not regulated
by any of the bodies referred to in Rule 15A.13(2)
of the Listing Rules.

Are we rated by any credit rating agencies?

We have not been assigned any ratings by any
credit rating agencies as at the date of this
document.

The Structured Products are not rated.

Are we subject to any litigation?

Save as disclosed in this document, we and our
subsidiaries have no litigation or claims of
material importance pending or threatened against
us or them.

Authorisation for the issue of the Structured
Products

The issue of the Structured Products was
authorised by our board of directors on 18
February 2019.

Has our financial position changed since 31
December 2018?

Save as disclosed in this document, there has been
no material adverse change in our financial or
trading position since 31 December 2018.

Do you need to pay any transaction cost?

The Stock Exchange charges a trading fee of 0.005
per cent . and the Securi t ies and Futures
Commission charges a transaction levy of 0.0027
per cent. in respect of each transaction effected on
the Stock Exchange payable by each of the seller
and the buyer and calculated on the value of the
consideration for the Structured Products. The levy
for the investor compensation fund is currently
suspended.

Do you need to pay any tax?

You may be required to pay stamp duties, taxes
and other charges in accordance with the laws and
practices of the country of your purchase in
addition to the purchase price of each Structured
Product. See the section headed ‘‘Taxation’’ for
further information.
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Placing and sale

No action has been or will be taken by us that
would permit a public offering of any series of
Structured Products or possession or distribution
of any offering material in relation to any
Structured Products in any jurisdiction (other than
Hong Kong) where action for the purpose is
required. No offers, sales, re-sales, transfers or
de l iver ies of any Struc tured Products or
distribution of any offering material relating to the
Structured Products may be made in or from any
jurisdiction except in circumstances which will
result in compliance with any applicable laws or
regulations and which will not impose any
obligation on us.

Where can you inspect the relevant documents?

The following documents are available for
inspection during usual business hours on any
weekday (except Saturdays, Sundays and public
holidays) at our office at 14/F, Man Yee Building,
68 Des Voeux Road Central, Hong Kong:

(a) our latest audited financial statements and
any interim financial statements;

(b) the consent letter from Ernst & Young
(‘‘Auditor’’) in relation to the inclusion of
its auditor’s reports in this document;

(c) this document and any addenda or successor
document to this document;

(d) the Launch Announcement and Supplemental
Listing Document as long as the relevant
series of Structured Products is listed on the
Stock Exchange; and

(e) the instrument executed by us by way of
deed pol l da ted 13 November 2019
(‘‘Instrument’’) as defined in General
Condition 1 (see Appendix 1).

Requests for photocopies of the above documents
will be subject to a reasonable fee which reflects
the costs of making such copies.

The Listing Documents are also available on the
website of the HKEX at www.hkexnews.hk and our
website at gj-warrants.com.hk.

各上市文件亦可於香港 交易所披露易網站

www.hkexnews.hk 以及我們的網站 gj-warrants.com.hk
瀏覽。

Has the Auditor consented to the inclusion of its
report to the Listing Documents?

Our Auditor has given and has not withdrawn its
written consent to the inclusion of its reports dated
18 April 2019 and 18 April 2018 respectively in
this document and/or the references to its name in
the Listing Documents, in the form and context in
which they are included. Its report was not
prepared for incorporation into this document.

The Auditor does not hold our shares or shares in
our subsidiaries, nor does it have the right
(whether legally enforceable or not) to subscribe
for or to nominate persons to subscribe for our
securities or securities of any of our subsidiaries.

Authorised representatives

Yu Ka Fai, Henry of 14/F, Man Yee Building, 68
Des Voeux Road Central, Hong Kong and Ho
Chiu Wah, Ophelia of 27/F, Low Block, Grand
Millennium Plaza, 181 Queen’s Road Central,
Hong Kong are our authorised representatives.

How can you get further information about us?

You may visit gj-warrants.com.hk to obtain further
information about us and/or the Structured
Products.

You must note that the information on our website
will be of a general nature and cannot be relied
upon as accurate and/or correct and will not have
been prepared exclusively for the purposes of any
particular financial instrument issued by us,
including the Structured Products.

Governing law of the Structured Products

All contractual documentation for the Structured
Products will be governed by, and construed in
accordance with, the laws of Hong Kong.

The Listing Documents are not the sole basis
for making an investment decision

The Listing Documents do not take into account
your investment objectives, financial situation or
particular needs. Nothing in the Listing Documents
should be construed as a recommendation by us or
our affiliates to invest in the Structured Products
or the underlying asset of the Structured Products.

– 2 –

http://gj-warrants.com.hk
http://gj-warrants.com.hk
http://gj-warrants.com.hk


No person has been authorised to give any
information or to make any representations other
than those contained in this document in
connection with the Structured Products, and, if
given or made, such information or representations
must not be relied upon as having been authorised
by us.

The Stock Exchange and HKSCC have made no
assessment of, nor taken any responsibility for, our
financial soundness or the merits of investing in
any Structured Products, nor have they verified the
accuracy or the truthfulness of statements made or
opinions expressed in this document.

This document has not been reviewed by the SFC.
You are advised to exercise caution in relation to
the offer of the Structured Products.

Capitalised terms

Unless otherwise specified, capitalised terms used
in this document have the meanings set out in the
General Conditions set out in Appendix 1 and the
Product Conditions applicable to the relevant
series of Structured Products set out in Appendix
2 and Appendix 3 (together, the ‘‘Conditions’’).
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OVERVIEW OF WARRANTS

What is a derivative warrant?

A derivative warrant linked to a share, a unit or an

index (each an ‘‘Underlying Asset’’) is an

instrument which gives the holder an investment

exposure to the Underlying Asset by reference to a

pre-set price or level called the Exercise Price or

Strike Level on the Expiry Date. It usually costs a

fraction of the value of the Underlying Asset.

A derivative warrant may provide leveraged return

to you (but conversely, it could also magnify your

losses).

How and when can you get back your
investment?

Our Warrants are European style warrants. This

means they will be automatically exercised on the

Expiry Date, entitling the holder to a potential

cash amount called the ‘‘Cash Settlement
Amount’’ (if positive) according to the Conditions

in the Listing Documents.

You will receive the Cash Settlement Amount (if

any) less any Exercise Expenses upon expiry. If

the Cash Settlement Amount is equal to or less

than the Exercise Expenses, no amount is payable

to you upon expiry and you will lose all of your

investment in the Structured Products.

How do our Warrants work?

The potential payoff upon expiry of the Warrants

is calculated by us by reference to the difference

between:

(a) for Warrants linked to a share or unit trust,

the Exercise Price and the Average Price;

and

(b) for Warrants over an index, the Strike Level

and the Closing Level.

Call Warrant

A call Warrant is suitable for an investor holding a

bullish view of the price or level of the Underlying

Asset during the term of the Warrant.

A call Warrant will be exercised if the Average

Price/Closing Level is greater than the Exercise

Price/Strike Level (as the case may be). The more

the Average Price/Closing Level exceeds the

Exercise Price/Strike Level (as the case may be),

the higher the payoff upon expiry. If the Average

Price/Closing Level is at or below the Exercise

Price/Strike Level (as the case may be), an

investor in the call Warrant will lose all of his

investment.

Put Warrant

A put Warrant is suitable for an investor holding a

bearish view of the price or level of the

Underlying Asset during the term of the Warrant.

A put Warrant will be exercised if the Average

Price/Closing Level is below the Exercise Price/

Strike Level (as the case may be). The more the

Average Price/Closing Level is below the Exercise

Price/Strike Level (as the case may be), the higher

the payoff upon expiry. If the Exercise Price/Strike

Level is at or below the Average Price/Closing

Level (as the case may be), an investor in the put

Warrant will lose all of his investment.

Where can you find the Product Conditions
applicable to our Warrants?

You should review the Product Conditions

applicable to each type of the Warrants before

your investment.

The Product Conditions applicable to each type of

our Warrants are set out in Appendix 2 (as may be

supplemented by any addendum or the relevant

Launch Announcement and Supplemental Listing

Document).
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What are the factors determining the price of a
derivative warrant?

The price of a warrant generally depends on the

prevailing price/level of the Underlying Asset.

However, throughout the term of a warrant, its

price will be influenced by a number of factors,

including:

(a) the Exercise Price/Strike Level of the

warrants;

(b) the value and volatility of the price/level of

the Underlying Asset (being a measure of the

f luc tuat ion in the pr ice / level of the

Underlying Asset);

(c) the time remaining to expiry: generally, the

longer the remaining life of the warrant, the

greater its value;

(d) interest rate;

(e) expected dividend payments or other

distributions on the Underlying Asset or on

any components comprising the underlying

index;

(f) the liquidity of the Underlying Asset or the

futures contracts relating to the underlying

index;

(g) the supply and demand for the warrant;

(h) our related transaction cost; and

(i) our creditworthiness.

What is your maximum loss?

Your maximum loss in Warrants will be your

entire investment amount plus any transaction

costs.

How can you get information about the warrants
after issue?

You may visit the Stock Exchange website at

ht tp: / /www.hkex .com.hk /products / secur i t i es /

derivative-warrants?sc_lang=en or our website

gj-warrants.com.hk to obtain further information

on derivative warrants or any notice given by us or

the Stock Exchange in relation to our Warrants.
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OVERVIEW OF CBBCS

What are CBBCs?

CBBCs are a type of Structured Products that track

the performance of an Underlying Asset. CBBCs

can be issued on different types of Underlying

Assets as prescribed by the Stock Exchange from

time to time, including:

(a) shares listed on the Stock Exchange;

(b) unit trusts listed on the Stock Exchange; and/

or

(c) Hang Seng Index, Hang Seng China

Enterprises Index and Hang Seng China H-

Financials Index.

A list of eligible Underlying Assets for CBBCs is

available on the website of the Stock Exchange at

https:/ /www.hkex.com.hk/Products/Securit ies/

Callable-Bull-Bear-Contracts/CBBC-Eligible-

Underlying-Assets?sc_lang=en.

CBBCs are issued either as bull CBBCs or bear

CBBCs, allowing you to take either bullish or

bearish positions on the Underlying Asset.

Bull CBBCs are designed for investors who have

an optimistic view on the Underlying Asset. Bear

CBBCs are designed for investors who have a

pessimistic view on the Underlying Asset.

CBBCs have a mandatory call feature (the

‘‘Mandatory Call Event’’) and, subject to the

limited circumstances set out in the relevant

Conditions in which a Mandatory Call Event may

be reversed, we must terminate our CBBCs upon

the occurrence of a Mandatory Call Event. See

‘‘What are the mandatory call features of

CBBCs?’’ below for further information.

There are 2 categories of CBBCs, namely:

(a) Category R CBBCs; and

(b) Category N CBBCs.

Your entitlement following the occurrence of a

Mandatory Call Event will depend on the category

of the CBBCs. See ‘‘Category R CBBCs vs.

Ca t ego ry N CBBCs ’’ be low fo r fu r t he r

information.

If no Mandatory Call Event occurs, the CBBCs

will be exercised automatically on the Expiry Date

by payment of a Cash Settlement Amount (if any)

on the Settlement Date. The Cash Settlement

Amount (if any) payable at expiry represents the

difference between the Closing Price/Closing

Level of the Underlying Asset on the Valuation

Date and the Strike Price/Strike Level.

What are the mandatory call features of
CBBCs?

Mandatory Call Event

Subject to the limited circumstances set out in the

relevant Product Conditions in which a Mandatory

Call Event may be reversed, we must terminate the

CBBCs if a Mandatory Call Event occurs. A

Mandatory Call Event occurs if the Spot Price/

Spot Level of the Underlying Asset is:

(a) at or below the Call Price/Call Level (in the

case of a bull CBBC); or

(b) at or above the Call Price/Call Level (in the

case of a bear CBBC),

at any time during the Observation Period. The

Observation Period starts from and includes the

Observation Commencement Date of the relevant

CBBCs and ends on and includes the Trading Day

immediately preceding the Expiry Date.

Subject to the limited circumstances set out in the

relevant Product Conditions in which a Mandatory

Call Event may be reversed and such modification

and amendment as may be prescribed by the Stock

Exchange from time to time:

(a) all trades in the CBBCs concluded via auto-

matching or manually after the time of the

occurrence of a Mandatory Call Event; and

(b) where the Mandatory Call Event occurs

during a pre-opening session or closing

auction session (if applicable), all auction

trades in the CBBCs concluded in such

session and all manual trades concluded after

the end of the pre-order matching period in

such session,
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will be invalid and cancelled, and will not be

recognised by us or the Stock Exchange.

The time at which a Mandatory Call Event occurs

will be determined by reference to:

(a) in respect of CBBCs over single equities or

CBBCs over single unit trusts listed on the

Stock Exchange, the Stock Exchange’s

trading system time at which the Spot Price

is at or below the Call Price (in the case of a

bull CBBC) or is at or above the Call Price

(in the case of a bear CBBC); or

(b) in respect of CBBCs over index, the time the

relevant Spot Level is published by the Index

Compiler at which the Spot Level is at or

below the Call Level (in the case of a bull

CBBC) or is at or above the Call Level (in

the case of a bear CBBC),

subject to the rules and requirements as prescribed

by the Stock Exchange from time to time.

Category R CBBCs vs. Category N CBBCs

The Launch Announcement and Supplemental

Listing Document for the relevant series of

CBBCs will specify whether the CBBCs are

Category R CBBCs or Category N CBBCs.

‘‘Category R CBBCs’’ refer to CBBCs for which

the Call Price/Call Level is different from their

Strike Price/Strike Level. In respect of a series of

Category R CBBCs, you may receive a cash

payment called the Residual Value upon the

occurrence of a Mandatory Call Event. The

amount of the Residual Value payable (if any) is

calculated by reference to:

(a) in respect of a series of bull CBBCs, the

difference between the Minimum Trade

Price/Minimum Index Level and the Strike

Price/Strike Level of the Underlying Asset;

and

(b) in respect of a series of bear CBBCs, the

difference between the Strike Price/Strike

Level and the Maximum Trade Price/

Maximum Index Level of the Underlying

Asset.

‘‘Category N CBBCs’’ refer to CBBCs for which

the Call Price/Call Level is equal to their Strike

Price/Strike Level. In respect of a series of

Category N CBBCs, you will not receive any cash

payment following the occurrence of a Mandatory

Call Event.

You must read the applicable Product Conditions

and the relevant Launch Announcement and

Supplemental Listing Document to obtain further

information on the calculation formula of the

Residual Value applicable to Category R CBBCs.

You may lose all of your investment in a

particular series of CBBCs if:

(a) in the case of a series of bull CBBCs, the

Minimum Trade Price/Minimum Index Level

of the Underlying Asset is equal to or less

than the Strike Price/Strike Level; or

(b) in the case of a series of bear CBBCs, the

Maximum Trade Price/Maximum Index Level

of the Underlying Asset is equal to or greater

than the Strike Price/Strike Level.

How is the funding cost calculated?

The issue price of a series of CBBCs represents

the difference between the initial reference spot

price/spot level of the Underlying Asset as at the

launch date of the CBBC and the Strike Price/

Strike Level, plus the applicable funding cost.

The initial funding cost applicable to each series

of CBBCs will be specified in the relevant Launch

Announcement and Supp lemen ta l L i s t i ng

Document. The funding cost will fluctuate

throughout the life of the CBBCs as the funding

rate changes from time to time. The funding rate is

a rate determined by us based on one or more of

the following factors, including but not limited to

the Strike Price/Strike Level, the prevailing

interest rate, the expected life of the CBBCs,

expected notional dividends or distributions in

respect of the Underlying Asset and the margin

financing provided by us.

Further details about the funding cost applicable to

a series of CBBCs will be described in the

relevant Launch Announcement and Supplemental

Listing Document.
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Do you own the Underlying Asset?

CBBCs convey no interest in the Underlying

Asset. We may choose not to hold the Underlying

Asset or any derivatives contracts linked to the

Underlying Asset. There is no restriction through

the issue of the CBBCs on the ability of us and/or

our affiliates to sell, pledge or otherwise convey

all right, title and interest in any Underlying Asset

or any derivatives products linked to the

Underlying Asset.

Where can you find the Product Conditions
applicable to our CBBCs?

You should review the Product Conditions

applicable to each type of the CBBCs before your

investment.

The Product Conditions applicable to each type of

our CBBCs are set out in Appendix 3 (as may be

supplemented by any addendum or the relevant

Launch Announcement and Supplemental Listing

Document).

What are the factors determining the price of a
series of CBBCs?

The price of a series of CBBCs tends to mirror the

movement in the value of the Underlying Asset in

dollar value (on the assumption of an entitlement

ratio of one CBBC to one unit of the Underlying

Asset).

However, throughout the term of a CBBC, its

price will be influenced by a number of factors,

including:

(a) the Strike Price/Strike Level and the Call

Price/Call Level;

(b) the likelihood of the occurrence of a

Mandatory Call Event;

(c) for Category R CBBCs only, the probable

range of the Residual Value payable upon the

occurrence of a Mandatory Call Event;

(d) the time remaining to expiry;

(e) the interim interest rates and expected

dividend payments or other distributions on

the Underlying Asset or on any components

comprising the underlying index;

(f) the supply and demand for the CBBCs;

(g) the probable range of the Cash Settlement

Amounts;

(h) the liquidity of the Underlying Asset or

futures contracts relating to the underlying

index;

(i) our related transaction cost; and

(j) our creditworthiness.

What is your maximum loss in CBBCs?

Your maximum loss in CBBCs will be your entire

investment amount plus any transaction cost.

How can you get information about the CBBCs
after issue?

You may visit the Stock Exchange website at

ht tp: / /www.hkex .com.hk /products / secur i t i es /

callable-bull-bear-contracts?sc_lang=en or our

website gj-warrants.com.hk to obtain further

information on CBBCs or any notice given by us

or the Stock Exchange in relation to our CBBCs.
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INFORMATION ABOUT US

Place of incorporation

Guotai Junan Securities (Hong Kong) Limited is incorporated in Hong Kong with limited liability.

Background

Guotai Junan Securities (Hong Kong) Limited is a wholly-owned subsidiary of Guotai Junan (Hong

Kong) Limited, which is a wholly-owned subsidiary of Guotai Junan International Holdings Limited

(Stock Code: 1788.HK) (‘‘Guotai Junan International’’, together with its subsidiaries, the ‘‘Group’’).
The parent company of Guotai Junan International is Guotai Junan Securities Co., Ltd. which is listed

on the Stock Exchange and Shanghai Stock Exchange (‘‘Guotai Junan Securities’’, Stock Code:

2611.HK; 601211.SS, together with its subsidiaries, the ‘‘GTJA Group’’).

Business activities of Guotai Junan Securities (Hong Kong) Limited

Guotai Junan Securities (Hong Kong) Limited is principally engaged in the provision of securities

dealing and broking services, and is also engaged in the provision of underwriting and wealth

management services and margin financing.

Business activities of the Group

Based in Hong Kong, the Group provides diversified integrated financial services, with the five core

services being (i) brokerage, (ii) corporate finance, (iii) loans and financing, (iv) asset management, and

(v) financial products, market making and investments. The Group operates an effective risk

management system for all lines of business to minimize risks and maximise returns for shareholders

and investors. The Group’s team of dedicated professionals, who have in-depth knowledge and

understanding of capital markets, has established a solid reputation for providing high quality financial

services and tailored financial products to investors in Hong Kong, China and across the world.

Members of the Issuer’s board of directors as of 20 November 2019 are:

YIM Fung

WONG Tung Ching

QI Haiying

LI Guangjie

LAI Changhua

LEE Ming Chuan, Eric

ZHANG Jinhui
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RISK FACTORS

Not all of the risk factors described below will be applicable to a particular series of Structured

Products. Please consider all risks carefully prior to investing in any Structured Products and consult

your professional independent financial adviser and legal, accounting, tax and other advisers with

respect to any investment in the Structured Products. Please read the following section together with the

risk factors set out in the relevant Launch Announcement and Supplemental Listing Document.

General risks relating to us

Non-collateralised Structured Products

The Structured Products are not secured on any of

our assets or any collateral. Each series of

Structured Products constitutes our general

unsecured contractual obligations and of no other

person and will rank equally with our other

unsecured contractual obligations and with our

unsecured and unsubordinated debt. At any given

time, the number of our Structured Products

outstanding may be substantial.

Credit risk

If you purchase our Structured Products, you are

relying upon our creditworthiness and have no

rights under these products against:

(a) any company which issues the underlying

shares;

(b) the trustee or the manager of the underlying

trust; or

(c) any index compiler of the underlying index.

As our obligations under the Structured Products

are unsecured, we do not guarantee the repayment

of your investment in any Structured Product.

If we become insolvent or default on our

obligations under the Structured Products, you

may not be able to recover all or even part of the

amount due under the Structured Products (if any).

Repurchase of our Structured Products

We may repurchase the Structured Products from

time to time in the private market or otherwise at a

negotiated price or at the prevailing market price

at our discretion. You should not make any

assumption as to the number of Structured

Products in issue for any particular series at any

time.

No deposit liability or debt obligation

We are obliged to deliver to you the Cash

Settlement Amount under the Conditions of each

series of Structured Product upon expiry. We do

not intend (expressly, implicitly or otherwise) to

create a deposit liability or a debt obligation of

any kind by the issue of any Structured Product.

Conflicts of interest

The GTJA Group engages in financial activities

for our own account or the account of others. The

GTJA Group, in connection with our other

business activities, may possess or acquire

material information about the Underlying Assets

to which a Structured Product is linked. Such

activities may involve or otherwise affect the

Underlying Assets in a manner that may cause

consequences adverse to you or otherwise create

conflicts of interests in connection with the issue

of Structured Products by us. Such actions and

conflicts may include, without limitation, the

purchase and sale of securities and exercise of

creditor rights.

The GTJA Group:

(a) ha s no ob l iga t i on to d i sc l o s e such

information about the Underlying Assets or

such activities. The GTJA Group and our

officers and directors may engage in any

such activities without regard to the issue of

Structured Products by us or the effect that

such activities may directly or indirectly have

on any Structured Product;
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(b) may from time to time engage in transactions

involving the Underlying Assets for our

proprietary accounts and/or for accounts

under our management and/or to hedge

against the market risk associated with

issuing the Structured Products. Such

transactions may have a positive or negative

effect on the price/level of the Underlying

Assets and consequently upon the value of

the relevant series of Structured Products;

(c) may from time to time act in other capacities

with regard to the Structured Products, such

as in an agency capacity and/or as the

liquidity provider;

(d) may issue other derivative instruments in

respect of the Underlying Assets and the

introduction of such competing products into

the market place may affect the value of the

relevant series of Structured Products; and/or

(e) may also act as underwriter in connection

with future offerings of the Underlying

Assets or may act as financial adviser to the

issuer, or sponsor, as the case may be, of any

such Underlying Assets or the trustee or the

manager of the unit trust. Such activities

could present certain conflicts of interest and

may affect the value of the Structured

Products.

Not the ultimate holding company of the group

We are not the ultimate holding company of the

group to which we belong. Our group holding

company is Guotai Junan International Holdings

Limited (stock code: 1788) which wholly owns us.

Guotai Junan International Holdings Limited is

majority owned by Guotai Junan Securities Co.,

Ltd. (stock code: 2611).

General risks in relation to Structured Products

The Structured Products are not principal
protected and you may lose all your investment
in the Structured Products

Structured Products involve a high degree of risk,

and are subject to a number of risks which may

include interest rate, foreign exchange, time value,

market and/or political risks. Structured Products

may expire worthless. The past performance of a

Structured Product or an Underlying Asset is not

indicative of its future performance.

Options, warrants and equity linked instruments

are priced primarily on the basis of the price/level

of the Underlying Asset, the volatility of the

Underlying Asset’s price/level and the time

remaining to expiry of the Structured Product.

The price of Structured Products generally may

fall in value as rapidly as they may rise and you

should be prepared to sustain a significant or total

loss of the purchase price of the Structured

Products. Assuming all other factors are held

constant, the more the underlying share price, unit

price or index level of a Structured Product moves

in a direction against you and the shorter its

remaining term to expiration, the greater the risk

that you will lose all or a significant part of your

investment.

The Structured Products are only exercisable on

their respective Expiry Dates and may not be

exercised by you prior to the relevant Expiry Date.

Accordingly, if on such Expiry Date the Cash

Settlement Amount is zero or negative, you will

lose the value of your investment.

The risk of losing all or any part of the purchase

price of a Structured Product means that, in order

to recover and realise a return on your investment,

you must generally anticipate correctly the

direction, timing and magnitude of any change in

the price/level of the Underlying Asset specified in

the r e l evan t Launch Announcemen t and

Supplemental Listing Document.

Changes in the price/level of an Underlying Asset

can be unpredictable, sudden and large and such

changes may result in the price/level of the

Underlying Asset moving in a direction which will

negatively impact upon the return on your

investment. You therefore risk losing your entire

investment if the price/level of the relevant

Underlying Asset does not move in the anticipated

direction.
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The value of the Structured Products may be
disproportionate or opposite to the movement in
price/level of the Underlying Assets

An investment in Structured Products is not the

same as owning the Underlying Assets or having a

direct investment in the Underlying Asset. The

market values of Structured Products are linked to

the relevant Underlying Assets and will be

influenced (positively or negatively) by it or them

but any change may not be comparable and may

be disproportionate. For example, for a call

Warrant, it is possible that while the price or level

of the Underlying Assets is increasing, the value

of the Warrant is falling.

If you intend to purchase any series of Structured

Products to hedge against the market risk

associated with investing in the Underlying Asset,

you should recognise the complexities of utilizing

Structured Products in this manner. For example,

the value of the Structured Products may not

exactly correlate with the price/level of the

Underlying Asset. Due to fluctuations in supply

and demand for Structured Products, there is no

assurance that their value will correlate with

movements of the Underlying Asset.

Furthermore, it may not be possible to liquidate

the Structured Products at a level which directly

reflects the price/level of the Underlying Asset or

portfolio of which the Underlying Asset forms a

part. Therefore, it is possible that you could suffer

substantial losses in the Structured Products in

addition to any losses suffered with respect to

investments in or exposures to the Underlying

Asset.

Possible illiquidity of secondary market

It is not possible to predict if and to what extent a

secondary market may develop in any series of

Structured Products and at what price such series

of Structured Products will trade in the secondary

market and whether such market will be liquid or

illiquid. The fact that the Structured Products are

listed does not necessarily lead to greater liquidity

than if they were not listed.

A lessening of the liquidity of the affected series

of Structured Products may cause, in turn, an

increase in the volatility associated with the price

of such Structured Products.

While we have, or will appoint, a liquidity

provider for the purposes of making a market for

each series of Structured Products, there may be

circumstances outside our control or the appointed

liquidity provider’s control where the appointed

liquidity provider’s ability to make a market in

some or all series of Structured Products is

limited, restricted, and/or without limitation,

frustrated. In such circumstances we will use our

best endeavours to appoint an alternative liquidity

provider.

Interest rates

Value of the Structured Products in the secondary

market may be sensitive to movements in interest

rates with respect to the currency of denomination

of the Underlying Assets and/or the Structured

Products. A variety of factors influence interest

rates such as macro economic, governmental,

speculative and market sentiment factors. Such

fluctuations may have an impact on the value of

the Structured Products at any time prior to

valuation of the Underlying Assets relating to the

Structured Products.

Time decay

The settlement amount of certain series of

Structured Products at any time prior to expiration

may be less than the trading price of such

Structured Products at that time. The difference

between the trading price and the settlement

amount will reflect, among other things, a ‘‘time

value’’ of the Structured Products. The ‘‘time

value’’ of the Structured Products will depend

upon, among others, the length of the period

remaining to expi ra t ion and expecta t ions

concerning the range of possible future prices/

levels of the Underlying Assets. The value of a

Structured Product is likely to decrease over time.

Therefore, the Structured Products should not be

viewed as products for long term investments.
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Taxes

You may be required to pay stamp duty or other

taxes or other documentary charges. If you are in

doubt as to your tax position, you should consult

your own independent tax advisers. In addition,

you should be aware that tax regulations and their

application by the relevant taxation authorities

may change from time to time. Accordingly, it is

not possible to predict the precise tax treatment

which will apply at any given time. See the section

headed ‘‘Taxation’’ for further information.

Modification to the Conditions

Under the Conditions, we may, without your

consent, effect any modification of the terms and

conditions applicable to the Structured Products or

the Instrument which, in our opinion is:

(a) not materially prejudicial to the interests of

the holder of the Structured Products

g e n e r a l l y (w i t h o u t c o n s i d e r i n g t h e

circumstances of any individual holder or the

t ax o r o the r consequence s o f such

modification in any particular jurisdiction);

(b) of a formal, minor or technical nature;

(c) made to correct a manifest error; or

(d) necessary in order to comply with mandatory

provisions of the laws or regulations of Hong

Kong.

Possible early termination for illegality or
impracticability

If we determine in good fai th and in a

commercially reasonable manner that, for reasons

beyond our control, it has become or it will

become illegal or impracticable:

(a) for us to perform our obligations under the

Structured Products in whole or in part as a

result of (i) the adoption of or any change in

any relevant law or regulation or (ii) the

promulgation of, or any change, in the

interpretat ion by any court , t r ibunal ,

governmental, administrative, legislative,

regulatory or judicial authority or power with

competent jurisdiction of any relevant law or

regulation, (each of (i) and (ii), a ‘‘Change
in Law Event’’); or

(b) for us or our affiliates to maintain our

hedging arrangements with respect to the

Structured Product due to a Change in Law

Event,

we may terminate early such Structured Products.

If we terminate early the Structured Products, we

will, if and to the extent permitted by applicable

law, pay an amount determined by us in good faith

and in commercially reasonable manner to be the

fair market value notwithstanding the illegality or

impracticability less the cost to us of unwinding

any related hedging arrangements. Such amount

may be substantially less than your initial

investment and may be zero.

Exchange rate risk

There may be an exchange rate risk in the case of

cash settled Structured Products where the Cash

Settlement Amount will be converted from a

foreign currency into the Settlement Currency.

Exchange rates between currencies are determined

by forces of supply and demand in the foreign

exchange markets. These forces are, in turn,

affected by factors such as international balances

of payments and other economic and financial

conditions, government intervention in currency

markets and currency trading speculat ion.

Fluctuations in foreign exchange rates, foreign

political and economic developments and the

imposition of exchange controls or other foreign

governmental laws or restrictions applicable to

such investments may affect the foreign currency

market price and the exchange rate-adjusted

equivalent price of the Structured Products.

Fluctuations in the exchange rate of any one

currency may be offset by fluctuations in the

exchange rate of other relevant currencies.

Risks in relation to the Underlying Asset

You have no right to the Underlying Asset

Unless specifically indicated in the Conditions,

you will not be entitled to any:

(a) voting rights or rights to receive dividends or

other distributions or any other rights that a

holder of the underlying shares or units

would normally be entitled to; or
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(b) voting rights or rights to receive dividends or

other distributions or any other rights with

respect to any company constituting any

underlying index.

Valuation risk

An investment in Structured Products may involve

valuation risk with regards to the Underlying Asset

to which the particular series of Structured

Products relate. The price/level of the Underlying

Asset may vary over time and may increase or

decrease by reference to a variety of factors which

may include corporate actions, macro economic

factors, speculation and, where the Underlying

Asset is an index, changes in the formula for or

the method of calculating the index.

Where the Structured Products are linked to certain

Underlying Asset in a developing financial market,

you should note a developing financial market

differs from most developed markets in various

aspects, including the growth rate, government

involvement and control, level of development and

foreign exchange control. Any rapid or significant

changes in the economic, political or social

condition and the government policies of the

developing financial market may result in large

fluctuations in the value or level of the Underlying

Asset. Such fluctuations may affect the market

value of the Structured Products and hence your

investment return.

You must be experienced with dealings in these

types of Structured Products and must understand

the risks associated with dealings in such products.

You should reach an investment decision only

after careful consideration, with your advisers, of

the suitability of any Structured Product in light of

your particular financial circumstances, the

information regarding the relevant Structured

Product and the particular Underlying Asset to

which the value of the relevant Structured Product

relates.

Adjustment related risk

Certain events relating to the Underlying Asset

require or, as the case may be, permit us to make

certain adjustments or amendments to the

Conditions. You have limited anti-dilution

protection under the Conditions of the Structured

Products. We may, in our sole and absolute

discretion and in a commercially reasonable

manner , ad jus t , among other th ings , the

Entitlement, the Exercise Price, the Strike Level,

the Strike Price, Closing Price, Closing Level, Call

Price, Call Level (if applicable) or any other terms

(including without limitation the closing price or

the closing level of the Underlying Asset) of any

series of Structured Product. However, we are not

required to make an adjustment for every event

that may affect an Underlying Asset, in which case

the market price of the Structured Product and the

return upon the expiry of the Structured Product

may be affected.

In the case of Structured Products which relate to

an index, in addition, the level of the index may

be published by the index compiler at a time when

one or more shares comprising the index are not

trading. If this occurs on the Valuation Date but

such occurrence does not constitute a Market

Disruption Event under the Conditions, then the

value of such share(s) may not be included in the

level of the index. In addition, certain events

relating to the index (including a material change

in the formula or the method of calculating the

index or a failure to publish the index) permit us

to determine the level of the index on the basis of

the formula or method last in effect prior to such

change in formula or method, but using only those

securities that comprised the index immediately

prior to that change or failure (other than those

securities that have since ceased to be listed on the

relevant exchange).
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Suspension of trading

Prior to the Expiry Date, if trading or dealing in

the Underlying Assets is suspended on the Stock

Exchange, trading or dealing in the relevant series

of Structured Product will be suspended for a

similar period. The value of the Structured

Products will decrease over time as the length of

the period remaining to expiration becomes

shorter. You should note that in the case of a

prolonged suspension period, the market price of

the Structured Products may be subject to a

significant impact of time decay of such prolonged

suspension period and may fluctuate significantly

upon resumption of trading after the suspension

period of the Structured Products. This may

adversely affect your investment in the Structured

Products.

Delay in settlement

Unless otherwise specified in the relevant

Conditions, in the case of any expiry of Structured

Products, there may be a time lag between the date

on which the Structured Products expire and the

time the applicable settlement amount relating to

such event is determined. Any such delay between

the time of expiry and the determination of the

settlement amount will be specified in the relevant

Conditions.

However, such delay could be significantly longer,

particularly in the case of a delay in the expiry of

such St ruc tured Produc ts ar i s ing f rom a

determination by us that a Market Disruption

Event, Settlement Disruption Event or delisting of

a company or trust has occurred at any relevant

time or that adjustments are required in accordance

with the Conditions.

The applicable settlement amount may change

significantly during any such period, and such

movement or movements could decrease or modify

the settlement amount of the Structured Products.

You should note that in the event of a Settlement

Disruption Event or a Market Disruption Event,

payment of the Cash Settlement Amount may be

delayed as more fully described in the Product

Conditions.

Risks relating to Structured Products over
trusts

General risks

In the case of Structured Products which relate to

units of a trust:

(a) we and our affiliates do not have the ability

to control or predict the actions of the trustee

or the manager of the relevant trust. Neither

the trustee nor the manager of the relevant

trust (i) is involved in the offer of any

Structured Product in any way, or (ii) has

any obligation to consider the interests of the

holders of any Structured Product in taking

any corporate actions that might affect the

value of any Structured Product; and

(b) we have no role in the relevant trust. The

manager of the relevant trust is responsible

for making strategic, investment and other

trading decisions with respect to the

management of the relevant trust consistent

with its investment objectives and in

compliance with the investment restrictions

as set out in the constitutive documents of

the relevant trust. The manner in which the

relevant trust is managed and the timing of

the manager’s actions may have a significant

impact on the performance of the relevant

trust. Hence, the market price of the relevant

units is also subject to these risks.

Exchange traded funds

In the case of Structured Products linked to units

of an exchange traded fund (‘‘ETF’’), you should

note that:

(a) an ETF is exposed to the economic, political,

currency, legal and other risks of a specific

sector or market related to the underlying

asset pool or index or market that the ETF is

designed to track;

(b) there may be dispar i ty be tween the

performance of the ETF and the performance

of the underlying asset pool or index or

market that the ETF is designed to track as a

result of, for example, failure of the tracking

strategy, currency differences, fees and

expenses; and
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(c) where the underlying asset pool or index or

market that the ETF tracks is subject to

restricted access, the efficiency in the unit

creation or redemption to keep the price of

the ETF in line with its net asset value may

be disrupted, causing the ETF to trade at a

higher premium or discount to its net asset

value. Hence, the market price of the

Structured Products will also be indirectly

subject to these risks.

Synthetic exchange traded funds

Addit ional ly, where the Underlying Asset

comprises the units of an ETF adopting a

synthetic replication investment strategy to

achieve its investment objectives by investing in

financial derivative instruments linked to the

performance of an underlying asset pool or index

that the ETF is designed to track (‘‘Synthetic
ETF’’), you should note that:

(a) i n v e s tmen t s i n f i n a n c i a l d e r i v a t i v e

instruments will expose the Synthetic ETF to

t h e c r ed i t , po t en t i a l con t ag i on and

concentration risks of the counterparties who

issued such financial derivative instruments.

As such counterparties are predominantly

international financial institutions, the failure

of one such counterparty may have a

negative effect on other counterparties of the

Synthetic ETF. Even if the Synthetic ETF

has collateral to reduce the counterparty risk,

there may still be a risk that the market value

of the collateral has fallen substantially when

the Synthetic ETF seeks to realise the

collateral; and

(b) the Synthetic ETF may be exposed to higher

liquidity risk if the Synthetic ETF invests in

financial derivative instruments which do not

have an active secondary market.

The above risks may have a significant impact on

the performance of the relevant ETF or Synthetic

ETF and hence the market price of Structured

Products linked to such ETF or Synthetic ETF.

Risks related to the ETF investing through
RQFII and/or China Connect (‘‘China ETF’’)

Where the Underlying Asset comprises the units of

a China ETF issued and traded outside Mainland

China with direct investment in the Mainland

China’s securities markets through the Renminbi

Qualified Foreign Institutional Investor (‘‘RQFII’’)
regime and/or the Shanghai-Hong Kong Stock

Connect and Shenzhen-Hong Kong Stock Connect

(collectively, ‘‘China Connect’’), you should note

that, amongst others:

(a) the novelty and untested nature of China

Connect makes China ETFs riskier than

traditional ETFs investing directly in more

developed markets. The policy and rules for

RQFII and China Connect prescribed by the

Mainland China government are new and

subject to change, and there may be

uncertainty to its implementation. The

uncertainty and change of the laws and

regulations in Mainland China may adversely

impact on the performance of the China

ETFs and the trading price of the relevant

units;

(b) a China ETF primarily invests in securities

traded in the mainland Chinese securities

markets and is subject to concentration risk.

Inves tment in the main land Chinese

securities markets (which are inherently

stock markets with restr ic ted access)

i n v o l v e s c e r t a i n r i s k s a n d s p e c i a l

considerations as compared with investment

in more developed economies or markets,

such as greater political, tax, economic,

foreign exchange, liquidity and regulatory

risks. The operation of a China ETF may

also be affected by interventions by the

applicable government(s) and regulators in

the financial markets; and

(c) investment by a China ETF in the mainland

Chinese securities markets under the RQFII

regime will be subject to its manager’s RQFII

quota allocated to such China ETF. In

addition, trading of securities invested by the

China ETF under the China Connect will be

subject to a daily quota which does not

belong to such China ETF and is utilised on

a first-come-first-serve basis. In the event

that the RQFII quota allocated to such China
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ETF and/or the daily quota under China

Connect are reached, the manager may need

to suspend creation of further units of such

China ETF, and therefore may affect

liquidity in unit trading of such China ETF.

In such event, the trading price of a unit of

such China ETF is likely to be at a

significant premium to its net asset value,

and may be highly volatile.

The above risks may have a significant impact on

the performance of the China ETF and hence the

market price of Structured Products linked to such

China ETF.

Please read the offering documents of the China

ETF to understand its key features and risks.

ETF traded through dual counters model

Where the Underlying Asset comprises the units of

an ETF which adopts the dual counters model for

trading its units on the Stock Exchange in

Renminbi (‘‘RMB’’) and Hong Kong dollars

(‘‘HKD’’) separately, the novelty and relatively

untested nature of the Stock Exchange’s dual

counters model may bring the following additional

risks:

(a) the Structured Products may be linked to the

HKD-traded units or the RMB-traded units.

If the Underlying Asset is the HKD-traded

units, movements in the trading prices of the

RMB-traded units should not directly affect

the price of the Structured Products.

Similarly, if the Underlying Asset is the

RMB-traded units, movements in the trading

prices of the HKD-traded units should not

directly affect the price of the Structured

Products;

(b) if there is a suspension of inter-counter

transfer of such units between the HKD

counter and the RMB counter for any reason,

such units will only be able to be traded in

the relevant currency counter on the Stock

Exchange, which may affect the demand and

supply of such units and have an adverse

effect on the price of the Structured

Products; and

(c) the trading price on the Stock Exchange of

the HKD-traded units and RMB-traded units

may deviate significantly due to different

factors, such as market liquidity, RMB

conversion risk, supply and demand in each

counter and the exchange rate between RMB

and HKD. Changes in the trading price of the

Underlying Asset in HKD or RMB (as the

case may be) may adversely affect the price

of the Structured Products.

Real estate investment trust (‘‘REIT’’)

Where the Underlying Asset comprises the units of

a REIT, you should note that the investment

objective of a REIT is to invest in a real estate

portfolio. Each REIT is exposed to risks relating to

investments in real estate, including but not

limited to (a) adverse changes in political or

economic conditions; (b) changes in interest rates

and the availability of debt or equity financing,

which may result in an inability by the REIT to

maintain or improve the real estate portfolio and

finance future acquisitions; (c) changes in

environmental, zoning and other governmental

rules; (d) changes in market rents; (e) any required

repair and maintenance of the portfolio properties;

(f) breach of any property laws or regulations; (g)

the relative illiquidity of real estate investment; (h)

real estate taxes; (i) any hidden interests in the

portfolio properties; (j) any increase in insurance

premiums and (k) any uninsurable losses.

There may also be disparity between the market

price of the units of a REIT and the net asset value

per unit. This is because the market price of the

units of a REIT also depends on many factors,

including but not limited to (a) the market value

and perceived prospects of the real estate portfolio;

(b) changes in economic or market conditions; (c)

changes in market valuations of similar companies;

(d) changes in interest rates; (e) the perceived

attractiveness of the units of the REIT against

those of other equity securities; (f) the future size

and liquidity of the market for the units and the

REIT market generally; (g) any future changes to

the regulatory system, including the tax system

and (h) the ability of the REIT to implement its

investment and growth strategies and to retain its

key personnel.
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The above risks may have a significant impact on

the performance of the relevant units and the price

of the Structured Products.

Risk relating to CBBCs

Correlation between the price of a CBBC and the
price/level of the Underlying Asset

When the Underlying Asset of a CBBC is trading

at a price/level close to its Call Price/Call Level,

the price of that CBBC tends to be more volatile

and any change in the value of that CBBC at such

time may be incomparable and disproportionate to

the change in the price/level of the Underlying

Asset.

Mandatory Call Event is irrevocable except in
limited circumstances

A Mandatory Call Event is irrevocable unless it is

triggered as a result of any of the following

events:

(a) system malfunction or other technical errors

of HKEX (such as the setting up of wrong

Call Price/Call Level and other parameters),

and such event is reported by the Stock

Exchange to us and we and the Stock

Exchange mu tua l l y ag r ee tha t such

Mandatory Call Event is to be revoked; or

(b) manifest errors caused by the relevant third

party price source where applicable (such as

miscalculation of the index level by the

relevant index compiler), and such event is

reported by us to the Stock Exchange and we

and the Stock Exchange mutually agree that

such Mandatory Call Event is to be revoked,

in each case, such mutual agreement must be

reached between the Stock Exchange and us no

later than such time as prescribed in the relevant

Launch Announcement and Supplemental Listing

Document. Upon revocation of the Mandatory Call

Event, trading of the CBBCs will resume and any

trade cancelled after such Mandatory Call Event

will be reinstated.

Non-recognition of Post MCE Trades

The Stock Exchange and its recognised exchange

controller, HKEX, shall not incur any liability

(whether based on contract, tort (including,

without limitation, negligence), or any other legal

or equitable grounds and without regard to the

circumstances giving rise to any purported claim

except in the case of willful misconduct on the

part of the Stock Exchange and/or HKEX) for any

direct, consequential, special, indirect, economic,

punitive, exemplary or any other loss or damage

suffered or incurred by us or any other party

arising from or in connection with the Mandatory

Call Event or the suspension of trading (‘‘Trading
Suspension’’) or the non-recognition of trades

after a Mandatory Call Event (‘‘Non-Recognition
of Post MCE Trades’’), including without

limitation, any delay, failure, mistake or error in

the Trading Suspension or Non-Recognition of

Post MCE Trades.

We and our affiliates shall not have any

responsibility towards you for any losses suffered

as a result of the Trading Suspension and/or Non-

Recognition of Post MCE Trades in connection

with the occurrence of a Mandatory Call Event,

notwithstanding that such Trading Suspension or

Non-Recognition of Post MCE Trades may have

occurred as a result of an error in the observation

of the event.

Residual Value will not include residual funding
cost

For Category R CBBCs, the Residual Value (if

any) payable by us following the occurrence of a

Mandatory Call Event will not include the residual

funding cost for the CBBCs. You will not receive

any residual funding cost back from us upon early

termination of a Category R CBBC following the

occurrence of a Mandatory Call Event.

Delay in announcements of a Mandatory Call
Event

The Stock Exchange will notify the market as soon

as practicable after the CBBC has been called.

You must however be aware that there may be

delay in the announcements of a Mandatory Call

Event due to technical errors or system failures

and other factors that are beyond our control or the

control of the Stock Exchange.
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Our hedging activities may adversely affect the
price/level of the Underlying Asset

We and/or any of our affiliates may carry out

activities that minimise our risks related to the

CBBCs, including effecting transactions for our

own account or for the account of our customers

and hold long or short positions in the Underlying

Asset whether for risk reduction purposes or

otherwise. In addition, in connection with the

offering of any CBBCs, we and/or any of our

affiliates may enter into one or more hedging

transactions with respect to the Underlying Asset.

In connection with such hedging or market-making

activities or with respect to proprietary or other

trading activities by us and/or any of our affiliates,

we and/or any of our affiliates may enter into

transactions in the Underlying Asset which may

affect the market price, liquidity or price/level of

the Underlying Asset and/or the value of CBBCs

and which could be deemed to be adverse to your

interests. We and/or our affiliates are likely to

modify our hedging positions throughout the life

of the CBBCs whether by effecting transactions in

the Underlying Asset or in derivatives linked to

the Underlying Asset. Further, it is possible that

the advisory services which we and/or our

affiliates provide in the ordinary course of our

business could lead to an adverse impact on the

value of the Underlying Asset.

Unwinding of hedging arrangements

The trading and/or hedging activities of us or our

affiliates related to CBBCs and/or other financial

instruments issued by us from time to time may

have an impact on the price/level of the

Underlying Asset and may trigger a Mandatory

Call Event. In particular, when the Underlying

Asset is trading close to the Call Price/Call Level,

our unwinding activities may cause a fall or rise

(as the case may be) in the trading price/level of

the Underlying Asset, leading to a Mandatory Call

Event as a result of such unwinding activities.

In respect of Category N CBBCs, we or our

affiliates may unwind any hedging transactions

entered into by us in relation to the CBBCs at any

time even if such unwinding activities may trigger

a Mandatory Call Event.

In respect of Category R CBBCs, before the

occurrence of a Mandatory Call Event, we or our

affiliates may unwind our hedging transactions

relating to the CBBCs in proportion to the amount

of the CBBCs we repurchase from time to time.

Upon the occurrence of a Mandatory Call Event,

we or our affiliates may unwind any hedging

transactions in relation to the CBBCs. Such

unwinding activities after the occurrence of a

Mandatory Call Event may affect the trading

pr ice / l eve l of the Under ly ing Asse t and

consequently the Residual Value for the CBBCs.

Risks relating to the legal form of the
Structured Products

Each series of Structured Products will be

represented by a global certificate registered in the

name of HKSCC Nominees Limited (or such other

nominee company as may be used by HKSCC

from time to time in relation to the provision of

nominee services to persons admitted for the time

being by HKSCC as a participant of CCASS).

Structured Products issued in global registered

form held on your behalf within a clearing system

effectively means evidence of your title and

efficiency of ultimate delivery of the Cash

Settlement Amount will be subject to the CCASS

Rules. Amongst the risks, you should note that:

(a) you wi l l no t rece ive any def in i t ive

certificates where the Structured Products are

to remain in the name of HKSCC Nominees

Limited for their entire life;

(b) any register that is maintained by us or on

our behalf, while available for inspection by

you, will not be capable of registering any

interests other than that of the legal title

owner, in other words, it will record at all

times that the Structured Products are being

held by HKSCC Nominees Limited;

(c) you will have to rely solely upon your

brokers/custodians and the statements you

receive from such party as evidence of your

interests in the investment;

(d) notices or announcements will be published

on the HKEX website and/or released by

HKSCC to its participants via CCASS. You

will need to check the HKEX website
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regularly and/or rely on your brokers/

c u s t o d i a n s t o ob t a i n s u ch no t i c e s /

announcements; and

(e) our obligations under the Conditions will be

duly performed by the payment of the Cash

Settlement Amount to HKSCC Nominees

Limited as the registered holder of the

Structured Products, all in accordance with

the General Rules of CCASS and the CCASS

Operational Procedures in effect from time to

time.

United States federal tax may be withheld from
payments with respect to Structured Products
that are treated as ‘‘dividend equivalents’’. This
may have an adverse effect on the value and
liquidity of the Structured Products.

A ‘‘dividend equivalent’’ payment generally is

treated as a dividend from sources within the U.S.

and such payments generally would be subject to a

30 percent (or a lower rate if an income tax treaty

applies) U.S. federal withholding tax if paid to a

Non-U.S. Holder (as defined in ‘‘United States

taxation’’). Under U.S. Treasury regulations issued

pursuant to Section 871(m) of the U.S. Internal

Revenue Code of 1986, as amended (the ‘‘Code’’),
payments (including deemed payments) that are

contingent upon or determined by reference to

actual or estimated U.S. source dividends with

respect to certain equity-linked instruments (such

as U.S. equity securities or indices containing U.S.

equity securities), may be treated as ‘‘dividend

equivalents’’. If we determine that withholding is

required with respect to the Structured Products,

we (or an applicable withholding agent) would be

entitled to withhold taxes at the applicable rate

without being required to pay any additional

amounts with respect to amounts so withheld. As

a result, payments on the Structured Products may

be substantially less than the amounts specified in

their terms.

Payments made by us to certain holders with
respect to the Structured Products may be
subject to U.S. withholding tax under the
United States Foreign Account Tax Compliance
Act.

The Foreign Account Tax Compliance Act of the

United States (‘‘FATCA’’) generally imposes a 30

percent U.S. withholding tax on certain United

States source payments, including interest (and

original issue discount), dividends (and ‘‘dividend

equivalent ’’ payments) , or other f ixed or

determinable annual or periodical gain, profits,

and income, and on the gross proceeds from a

disposition of property of a type which can

produce United States source interest or dividends

(‘‘Withholdable Payments’’), if paid to a foreign

financial institution (including amounts paid to a

foreign financial institution on behalf of a holder),

unless such institution enters into an agreement

with the U.S. Treasury to collect and provide to

the U.S. Treasury substant ia l informat ion

regarding United States account holders (including

certain account holders that are foreign entities

with United States owners) with such institution,

or such institution otherwise complies with its

obligations under FATCA. A Structured Product

may constitute an account for these purposes.

FATCA also generally imposes a withholding tax

of 30 percent on Withholdable Payments made to a

non-financial foreign entity unless such entity

provides the withholding agent with a certification

that it does not have any substantial United States

owners or a certification identifying the direct and

indirect substantial United States owners of the

entity, or otherwise establishes an exemption.

In addition, under FATCA, ‘‘passthru payments’’

made by a foreign financial institution to

‘‘recalcitrant holders’’ or non-compliant foreign

financial institutions are subject to a 30 percent

U.S. withholding tax. A ‘‘recalcitrant holder’’

generally is a holder of an account with a foreign

financial institution that fails to comply with

certain requests for information that will help

enable the relevant foreign financial institution to

comply with its obligations under FATCA (a

Structured Product may constitute an account for

these purposes). Pursuant to U.S. Treasury

regulations, a passthru payment includes any

Withholdable Payment and any ‘‘foreign passthru

payment’’, which has yet to be defined.

If we determine that withholding is required with

respect to the Structured Products, we (or an

applicable withholding agent) would be entitled to

withhold taxes at the applicable rate without being

required to pay any additional amounts with

respect to amounts so withheld. As a result,

payments on the Structured Products may be

substantially less than the amounts specified in

their terms.
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Effect of the combination of risk factors
unpredictable

Two or more risk factors may simultaneously have

an effect on the value of a series of Structured

Products such that the effect of any individual risk

factor may not be predictable. No assurances can

be given as to the effect any combination of risk

factors may have on the value of a series of

Structured Products.
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TAXATION

The comments below are of a general nature and are based on current law and practice in Hong Kong

and the United States. They are not intended to provide guidance, potential investors in Structured

Products are strongly advised to consult their own tax advisers as to their respective tax position on sale,

purchase, ownership, transfer, holding or exercise of any Structured Products, in particular the effect of

any foreign, state or local tax laws to which potential investors are subject.

Hong Kong taxation

No tax is payable in Hong Kong by way of withholding or otherwise in respect of:

(a) dividends of any company which has issued the underlying shares;

(b) distributions of any trust which has issued the underlying units; or

(c) any capital gains arising on the sale of the underlying assets or Structured Products,

except that Hong Kong profits tax may be chargeable on any such gains in the case of certain persons

carrying on a trade, profession or business in Hong Kong.

You do not need to pay any stamp duty in respect of purely cash settled Structured Products.

United States taxation

Section 871(m)

Under Section 871(m) of the Code, a ‘‘dividend equivalent’’ payment (as described below) generally is

treated as a dividend from sources within the United States and such payments generally would be

subject to a 30 percent (or a lower rate if an applicable income tax treaty applies) United States

withholding tax if paid to a Non-U.S. Holder (as defined below), regardless of whether the payor is a

U.S. person. Under U.S. Treasury regulations issued pursuant to Section 871(m) of the Code, payments

(including deemed payments) that are contingent upon or determined by reference to actual or estimated

U.S. source dividends with respect to certain equity-linked instruments (such as U.S. equity securities or

indices containing U.S. equity securities), may be treated as ‘‘dividend equivalents’’. The equity-linked

instrument subject to Section 871(m) of the Code includes (i) a ‘‘simple’’ financial instrument that has a

delta of 0.8 or greater with respect to an underlying U.S. stock or a U.S. stock component of an

underlying index or basket and (ii) a ‘‘complex’’ financial instrument that meets the ‘‘substantial

equivalence’’ test with respect to an underlying U.S. stock or a U.S. stock component of an underlying

index or basket. However, the IRS has issued guidance that states that the U.S. Treasury Department and

the IRS intend to amend the effective dates of the U.S. Treasury Department regulations to provide that

withholding on dividend equivalent payments will not apply to certain equity-linked instruments that are

not delta-one instruments and that are issued before January 1, 2021.

The regulations and administrative guidance on Section 871(m) are extremely complex. You are urged to

consult your own tax adviser regarding the United States withholding tax considerations arising from

your investment in the Structured Products.

– 22 –



The Launch Announcement and Supplemental Listing Documents may indicate if we have determined

that the particular Structured Product is expected to be subject to withholding under Section 871(m). If

we determine that any payments made on the Structured Products are treated as ‘‘dividend equivalents’’

subject to withholding, we (or an applicable withholding agent) would be entitled to withhold taxes

without being required to pay any additional amounts with respect to amounts so withheld. As a result,

payments on the Structured Products may be substantially less than the amounts specified in their terms.

The Foreign Account Tax Compliance Act

FATCA (Sections 1471 through 1474 of the Code) generally imposes a 30 percent United States

withholding tax on certain U.S. source payments, including interest (and original issue discount),

dividends (and ‘‘dividend equivalent’’ payments), or other fixed or determinable annual or periodical

gain, profits, and income, and on the gross proceeds from a disposition of property of a type which can

produce United States source interest or dividends (‘‘Withholdable Payments’’), if paid to a foreign

financial institution (including amounts paid to a foreign financial institution on behalf of a holder),

unless such institution enters into an agreement with the U.S. Treasury to collect and provide to the U.S.

Treasury substantial information regarding United States account holders (including certain account

holders that are foreign entities with United States owners) with such institution, or such institution

otherwise complies with its obligations under FATCA. A Structured Product may constitute an account

for these purposes. FATCA also generally imposes a withholding tax of 30 percent on Withholdable

Payments made to a non-financial foreign entity unless such entity provides the withholding agent with

a certification that it does not have any substantial United States owners or a certification identifying the

direct and indirect substantial United States owners of the entity, or otherwise establishes an exemption.

Under certain circumstances, a holder may be eligible for refunds or credits of such taxes.

In addition, under FATCA, ‘‘passthru payments’’ made by a foreign financial institution to ‘‘recalcitrant

holders’’ or non-compliant foreign financial institutions are subject to a 30 percent United States

withholding tax. A ‘‘recalcitrant holder’’ generally is a holder of an account with a foreign financial

institution that fails to comply with certain requests for information that will help enable the relevant

foreign financial institution to comply with its obligations under FATCA (a Structured Product may

constitute an account for these purposes). Pursuant to U.S. Treasury regulations, a passthru payment

includes any Withholdable Payment and any ‘‘foreign passthru payment’’, which has yet to be defined.

Under the current United States Treasury regulations and related guidance, the 30 percent United States

withholding tax on ‘‘recalcitrant holders’’ or non-compliant foreign financial institutions generally may

be imposed on Withholdable Payments (e.g. ‘‘dividend equivalent’’ payments) made by us with respect

to the Structured Products after 30 June 2014 and on ‘‘foreign passthru payments’’ made by us with

respect to the Structured Products after the later of (i) 31 December 2018 or (ii) the date of publication

in the U.S. Federal Register of final regulations defining the term ‘‘foreign passthru payment.’’

However, payments on an obligation will not be treated as ‘‘foreign passthru payments’’ if such

obligation is outstanding on or before (and not materially modified after) the date that is six months

after the date on which final regulations defining the term ‘‘foreign passthru payment’’ are filed with the

U.S. Federal Register. To date no final regulations defining the term ‘‘foreign passthru payment’’ have

been filed with the U.S. Federal Register.

Recently issued proposed regulations would eliminate FATCA withholding tax on ‘‘gross proceeds’’ and

delay the withholding on ‘‘foreign passthru payment’’ until the date that is two years after the date of

publication in the Federal Register of final regulations defining the term ‘‘foreign passthru payment’’.

Taxpayers generally may rely on the proposed regulations until the final regulations are issued. No such

final regulations have been issued.
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The Launch Announcement and Supplemental Listing Documents may indicate if we have determined

that the particular Structured Product is expected to be subject to withholding under FATCA. If we

determine that any payments made on the Structured Products are subject to such withholding, we (or an

applicable withholding agent) would be entitled to withhold taxes without being required to pay any

additional amounts with respect to amounts so withheld. As a result, payments on the Structured

Products may be substantially less than the amounts specified in their terms.

Foreign financial institutions and non-financial foreign entities located in jurisdictions that have an

intergovernmental agreement with the United States governing FATCA may be subject to different rules.

You are urged to consult with your own tax advisors regarding the possible implications of FATCA on

your investment in the Structured Products, including the possibility of meeting certain documentation

requirements to be exempt from FATCA withholding tax.

The above summary only applies to you if you are a Non-U.S. Holder. You are a Non-U.S. Holder

unless you are: (1) an individual citizen or resident of the United States; (2) a corporation or a

partnership that is formed or organized under the laws of the United States, any state thereof or the

District of Columbia, (3) an estate that is subject to U.S. federal income taxation regardless of its

source, or (4) a trust that is subject to the jurisdiction of a U.S. court and for which one or more

‘‘United States persons’’ (as defined in the Code) control all of the substantial decisions, or has

otherwise made an appropriate election under U.S. tax regulations. If you are an investor treated as a

partnership for U.S. federal income tax purposes, FATCA withholding tax may apply to you and your

beneficial owners based on your and your beneficial owners’ activities and status and you should

consult your own tax adviser regarding any FATCA withholding tax consideration arising from your

investment in the Structured Products.
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APPENDIX 1

GENERAL CONDITIONS OF STRUCTURED PRODUCTS

These General Conditions relate to each series of Structured Products and must be read in conjunction

with, and are subject to, the relevant Product Conditions set out in Appendix 2 and Appendix 3 to this

Base Listing Document and the supplemental terms and conditions contained in the Launch

Announcement and Supplemental Listing Document in relation to the particular series of Structured

Products. These General Conditions and the relevant Product Conditions together constitute the

Conditions of the relevant Structured Products, and will be endorsed on the Global Certificate

representing the relevant Structured Products. The Launch Announcement and Supplemental Listing

Document in relation to the issue of any series of Structured Products may specify additional terms and

conditions which shall, to the extent so specified or to the extent they are inconsistent with these

General Conditions and the relevant Product Conditions, replace or modify these General Conditions

and the relevant Product Conditions for the purpose of such series of Structured Products.

1. Definitions

‘‘Base Listing Document’’ means the base listing document relating to Structured Products dated

21 November 2019 and issued by the Issuer (including any addenda to such base listing document

issued by the Issuer from time to time);

‘‘Board Lot’’ has the meaning given to it in the relevant Launch Announcement and Supplemental

Listing Document;

‘‘Business Day’’ means a day (excluding Saturdays) on which the Stock Exchange is scheduled to

open for dealings in Hong Kong and banks are open for business in Hong Kong;

‘‘CCASS’’ means the Central Clearing and Settlement System established and operated by the

HKSCC;

‘‘CCASS Rules’’ means the General Rules of CCASS and the CCASS Operational Procedures in

effect from time to time;

‘‘CCASS Settlement Day’’ has the meaning ascribed to the term ‘‘Settlement Day’’ in the CCASS

Rules in effect from time to time, subject to such modification and amendment prescribed by

HKSCC from time to time;

‘‘Conditions’’ means, in respect of a particular series of Structured Products, these General

Conditions and the applicable Product Conditions;

‘‘Designated Bank Account’’ means the relevant bank account designated by each Holder;

‘‘Exercise Expenses’’ means, in respect of each series of Structured Products, any charges or

expenses (including any taxes or duties) which are incurred in respect of the exercise of a Board

Lot of Structured Products;

‘‘Expiry Date’’ means the date specified as such in the relevant Launch Announcement and

Supplemental Listing Document;

‘‘General Conditions’’ means these general terms and conditions. These General Conditions apply

to each series of Structured Products;
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‘‘Global Certificate’’ means, in respect of the relevant Structured Products, a global certificate

registered in the name of the Nominee;

‘‘HKSCC’’ means Hong Kong Securities Clearing Company Limited;

‘‘Holder’’ means, in respect of each series of Structured Products, each person who is for the time

being shown in the Register as the holder of the Structured Products, and such person shall be

treated by the Issuer as the absolute owner and holder of the Structured Products;

‘‘Hong Kong’’ means the Hong Kong Special Administrative Region of the People’s Republic of

China;

‘‘Index’’ means the index specified as such in the relevant Launch Announcement and

Supplemental Listing Document in respect of each series of Structured Products;

‘‘Instrument’’ means an instrument dated 13 November 2019 (as amended, supplemented or

replaced from time to time) executed by the Issuer by way of deed poll pursuant to which the

Issuer creates and grants to the Holders certain rights in relation to the Structured Products;

‘‘Issuer’’ means Guotai Junan Securities (Hong Kong) Limited;

‘‘Launch Announcement and Supplemental Listing Document’’ means the launch announcement

and supplemental listing document relating to a particular series of Structured Products;

‘‘Listing Date’’ means the date specified as such in the relevant Launch Announcement and

Supplemental Listing Document and on which dealing of the Structured Products on the Stock

Exchange commences;

‘‘Nominee’’ means HKSCC Nominees Limited (or such other nominee company as may be used by

HKSCC from time to time in relation to the provision of nominee services to persons admitted for

the time being by HKSCC as a participant of CCASS);

‘‘Product Conditions’’ means, in respect of each series of Structured Products, the product

specific terms and conditions that apply to that particular series of Structured Products;

‘‘Register’’ means, in respect of each series of Structured Products, the register of the Holders of

such series of Structured Products kept by the Issuer in Hong Kong;

‘‘Settlement Currency’’ means the currency specified as such in the relevant Launch

Announcement and Supplemental Listing Document;

‘‘Settlement Disruption Event’’ means an event which is beyond the control of the Issuer and as a

result of which, it is not possible for the Issuer to procure payment electronically through CCASS

by crediting the relevant Designated Bank Account of the Holder on the original Settlement Date;

‘‘Share’’ means the share specified as such in the relevant Launch Announcement and

Supplemental Listing Document in respect of each series of Structured Products;

‘‘Stock Exchange’’ means The Stock Exchange of Hong Kong Limited; and
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‘‘Structured Products’’ means derivative warrants (‘‘Warrants’’), callable bull/bear contracts

(‘‘CBBCs’’) or such other structured products to be issued by the Issuer from time to time.

References to ‘‘Structured Products’’ are to be construed as references to a particular series of

Structured Products and, unless the context otherwise requires, any further Structured Products

issued pursuant to General Condition 8.

Other capitalised terms will, unless otherwise defined, have the meanings given to them in the

Base Listing Document, the relevant Product Conditions, the relevant Launch Announcement and

Supplemental Listing Document and/or the Global Certificate.

2. Form, Status, Transfer and Additional Costs and Expenses

2.1 Form

The Structured Products are issued in registered form subject to and with the benefit of the

Instrument. The Holders are entitled to the benefit of, are bound by, and are deemed to have notice

of all the provisions of the Instrument. A copy of the Instrument is available for inspection at the

offices of the Issuer.

The Structured Products are represented by a Global Certificate. No definitive certificate will be

issued. The Structured Products can only be exercised by the Nominee.

2.2 Status of the Issuer’s obligations

The settlement obligation of the Issuer in respect of the Structured Products represents general

unsecured contractual obligations of the Issuer and of no other person which rank, and will rank,

equally among themselves and pari passu with all other present and future unsecured and

unsubordinated contractual obligations of the Issuer, except for obligations accorded preference by

mandatory provisions of applicable law.

Structured Products represent general contractual obligations of the Issuer, and are not, nor is it the

intention (expressed, implicit or otherwise) of the Issuer to create by the issue of Structured

Products deposit liabilities of the Issuer or a debt obligation of any kind.

2.3 Transfer of Structured Products

Transfers of Structured Products may be effected only in Board Lots or integral multiples thereof

in CCASS in accordance with the CCASS Rules.

2.4 Additional Costs and Expenses

Holders shall be responsible for additional costs and expenses in connection with any exercise of

the Structured Products including the Exercise Expenses which amount shall, subject to the

General Condition 3.2 and to the extent necessary, be payable to the Issuer and collected from the

Holders.
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3. Rights and Exercise Expenses relating to the Structured Products

3.1 Entitlement of Holders

Every Board Lot initially entitles the Holders, upon due exercise or early expiration (as the case

may be) and upon compliance with these General Conditions and the applicable Product

Conditions, the rights to receive payment of the Cash Settlement Amount, if any.

3.2 Holders responsible for Exercise Expenses

Upon exercise or early expiration of a particular series of Structured Products, the Holders of such

series will be required to pay a sum equal to all the expenses resulting from the exercise or early

expiration of such Structured Products. To effect such payment an amount equivalent to the

Exercise Expenses shall be deducted from the Cash Settlement Amount in accordance with the

applicable Product Conditions.

4. Purchase

The Issuer or any of its subsidiaries may at any time purchase Structured Products at any price in

the open market or by tender or by private treaty. Any Structured Products so purchased may be

held or resold or surrendered for cancellation.

5. Global Certificate

A Global Certificate representing the Structured Products will be deposited with CCASS in the

name of the Nominee. The Global Certificate must be executed manually on behalf of the Issuer by

authorised person(s) or attorney(s) of the Issuer.

6. Meetings of Holders and Modification

6.1 Meetings of Holders

The Instrument contains provisions for convening meetings of the Holders to consider any matter

affecting their interests, including the sanctioning by Extraordinary Resolution (as defined in the

Instrument) of a modification of the provisions of the Structured Products or of the Instrument.

Any resolution to be passed in a meeting of the Holders shall be decided by poll. A meeting may

be convened by the Issuer or by Holders holding not less than 10 per cent. of the Structured

Products for the time being remaining unexercised. The quorum at any such meeting for passing an

Extraordinary Resolution will be two or more persons holding or representing not less than 25 per

cent. of the Structured Products for the time being remaining unexercised, or at any adjourned

meeting two or more persons being or representing Holders whatever the number of Structured

Products so held or represented.

A resolution will be an Extraordinary Resolution when it has been passed at a duly convened

meeting by not less than three-quarters of the votes cast by such Holders who, being entitled to do

so, vote in person or by proxy.

An Extraordinary Resolution passed at any meeting of the Holders shall be binding on all Holders,

whether or not they are present at the meeting.

Resolutions can be passed in writing without a meeting of the Holders being held if passed

unanimously.
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6.2 Modification

The Issuer may, without the consent of the Holders, effect any modification of the terms and

conditions of the Structured Products or the Instrument which, in the opinion of the Issuer, is:

(a) not materially prejudicial to the interests of the Holders generally (without considering the

circumstances of any individual Holders or the tax or other consequences of such

modification in any particular jurisdiction);

(b) of a formal, minor or technical nature;

(c) made to correct a manifest error; or

(d) necessary in order to comply with mandatory provisions of the laws or regulations of Hong

Kong.

Any such modification shall be binding on the Holders and shall be notified to them by the Issuer

as soon as practicable thereafter in accordance with General Condition 7.

7. Notices

All notices to the Holders will be validly given if published in English and in Chinese on the

website of Hong Kong Exchanges and Clearing Limited. The Issuer shall not be required to

despatch copies of the notice to the Holders.

8. Further Issues

The Issuer shall be at liberty from time to time, without the consent of the Holders, to create and

issue further structured products so as to form a single series with the Structured Products.

9. Good Faith and Commercially Reasonable Manner

Any exercise of discretion by the Issuer under the Conditions will be made in good faith and in a

commercially reasonable manner.

10. Governing Law

The Structured Products and the Instrument are governed by and construed in accordance with the

laws of Hong Kong. The Issuer and each Holder (by its purchase of the Structured Products)

submit for all purposes in connection with the Structured Products and the Instrument to the non-

exclusive jurisdiction of the courts of Hong Kong.

11. Language

In the event of any inconsistency between the Chinese translation and the English version of these

Conditions, the English version of these Conditions prevails.

12. Prescription

Claims against the Issuer for payment of any amount in respect of the relevant Structured Products

will become void unless made within ten years of the Expiry Date or the end of the MCE

Valuation Period (as the case may be) and thereafter, any sums payable in respect of such

Structured Products shall be forfeited and shall revert to the Issuer.
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13. Illegality or Impracticability

The Issuer is entitled to terminate the Structured Products if it determines in good faith and in a

commercially reasonable manner that, for reasons beyond its control, it has become or it will

become illegal or impracticable:

(a) for it to perform its obligations under the Structured Products in whole or in part as a result

of:

(i) the adoption of, or any change in, any relevant law or regulation (including any tax

law); or

(ii) the promulgation of, or any change in, the interpretation by any court, tribunal,

governmental, administrative, legislative, regulatory or judicial authority or power with

competent jurisdiction of any relevant law or regulation (including any tax law),

(each of (i) and (ii), a ‘‘Change in Law Event’’); or

(b) for it or any of its affiliates to maintain the Issuer’s hedging arrangements with respect to the

Structured Products due to a Change in Law Event.

Upon the occurrence of a Change in Law Event, the Issuer will, if and to the extent permitted by

the applicable law or regulation, pay to each Holder a cash amount that the Issuer determines in

good faith and in a commercially reasonable manner to be the fair market value in respect of each

Structured Products held by such Holder immediately prior to such termination (ignoring such

illegality or impracticability) less the cost to the Issuer of unwinding any related hedging

arrangement as determined by the Issuer in its sole and absolute discretion. Payment will be made

to each Holder in such manner as shall be notified to the Holder in accordance with General

Condition 7.

14. Contracts (Rights of Third Parties) Ordinance

A person who is not a party to the Conditions has no right under the Contracts (Rights of Third

Parties) Ordinance (Cap. 623 of the Laws of Hong Kong) to enforce or to enjoy the benefit of any

term of the Structured Products.
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PART A

PRODUCT CONDITIONS OF CASH SETTLED WARRANTS
OVER SINGLE EQUITIES

These Product Conditions will, together with the General Conditions and the supplemental terms and

conditions contained in the relevant Launch Announcement and Supplemental Listing Document, and

subject to completion and amendment, be endorsed on the Global Certificate. The relevant Launch

Announcement and Supplemental Listing Document in relation to the issue of any series of Warrants

may specify additional terms and conditions which shall, to the extent so specified or to the extent they

are inconsistent with these Product Conditions, replace or modify these Product Conditions for the

purpose of such series of Warrants.

1. Definitions

For the purposes of these Product Conditions:

‘‘Average Price’’ means the arithmetic mean of the closing prices of one Share (as derived from

the daily quotation sheet of the Stock Exchange, subject to any adjustments to such closing prices

as may be necessary to reflect any event as contemplated in Product Condition 3 such as

capitalisation, rights issue, distribution or the like) in respect of each Valuation Date;

‘‘Cash Settlement Amount’’ means, in respect of every Board Lot, an amount payable in the

Settlement Currency calculated by the Issuer in accordance with the following formula:

(a) In the case of a series of call Warrants:

Cash Settlement

Amount per

Board Lot

=

Entitlement × (Average Price – Exercise Price) × one Board Lot

Number of Warrant(s) per Entitlement

(b) In the case of a series of put Warrants:

Cash Settlement

Amount per

Board Lot

=

Entitlement × (Exercise Price – Average Price) × one Board Lot

Number of Warrant(s) per Entitlement

For the avoidance of doubt, if the Cash Settlement Amount is a negative figure, it shall be deemed

to be zero;

‘‘Company’’ means the company specified as such in the relevant Launch Announcement and

Supplemental Listing Document;

‘‘Entitlement’’ means the number specified as such in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

‘‘Exercise Price’’ means the price specified as such in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

‘‘General Conditions’’ means the general terms and conditions of Structured Products set out in

Appendix 1 of the Base Listing Document;
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‘‘Market Disruption Event ’’ means:

(a) the occurrence or existence on any Valuation Date during the one-half hour period that ends

at the close of trading of any suspension of or limitation imposed on trading (by reason of

movements in price exceeding limits permitted by the Stock Exchange or otherwise) on the

Stock Exchange in:

(i) the Shares; or

(ii) any options or futures contracts relating to the Shares if, in any such case, such

suspension or limitation is, in the determination of the Issuer, material;

(b) the issuance of the tropical cyclone warning signal number 8 or above or the issuance of a

‘‘BLACK’’ rainstorm signal on any day which either:

(i) results in the Stock Exchange being closed for trading for the entire day; or

(ii) results in the Stock Exchange being closed prior to its regular time for close of trading

for the relevant day (for the avoidance of doubt, in the case when the Stock Exchange

is scheduled to open for the morning trading session only, closed prior to its regular

time for close of trading for the morning session),

PROVIDED THAT there shall be no Market Disruption Event solely by reason of the Stock

Exchange opening for trading later than its regular time for opening of trading on any day as

a result of the tropical cyclone warning signal number 8 or above or the ‘‘BLACK’’ rainstorm

signal having been issued; or

(c) a limitation or closure of the Stock Exchange due to any unforeseen circumstances;

‘‘Product Conditions’’ means these product terms and conditions. These Product Conditions apply

to each series of cash settled Warrants over single equities;

‘‘Settlement Date’’ means the third CCASS Settlement Day after the later of: (i) the Expiry Date;

and (ii) the day on which the Average Price is determined in accordance with the Conditions;

‘‘Share’’ means the share specified as such in the relevant Launch Announcement and

Supplemental Listing Document; and

‘‘Valuation Date’’ means each of the five Business Days immediately preceding the Expiry Date,

provided that if the Issuer determines, in its sole discretion, that a Market Disruption Event has

occurred on any Valuation Date, then that Valuation Date shall be postponed until the first

succeeding Business Day on which there is no Market Disruption Event irrespective of whether

that postponed Valuation Date would fall on a Business Day that is already or is deemed to be a

Valuation Date.

For the avoidance of doubt, in the event that a Market Disruption Event has occurred and a

Valuation Date is postponed as aforesaid, the closing price of the Shares on the first succeeding

Business Day will be used more than once in determining the Average Price, so that in no event

shall there be less than five closing prices used to determine the Average Price.
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If the postponement of the Valuation Date as aforesaid would result in the Valuation Date falling

on or after the Expiry Date, then:

(i) the Business Day immediately preceding the Expiry Date (the ‘‘Last Valuation Date’’) shall
be deemed to be the Valuation Date notwithstanding the Market Disruption Event; and

(ii) the Issuer shall determine the closing price of the Shares on the basis of its good faith

estimate of the price that would have prevailed on the Last Valuation Date but for the Market

Disruption Event.

Trading in Warrants on the Stock Exchange shall cease prior to the Expiry Date in accordance with

the requirements of the Stock Exchange.

Other capitalised terms shall, unless otherwise defined herein, have the meaning ascribed to them

in the Base Listing Document, the General Conditions, the relevant Launch Announcement and

Supplemental Listing Document or the Global Certificate.

2. Exercise of Warrants

2.1 Exercise of warrants in Board Lots

The Warrants may only be exercised in Board Lots or integral multiples thereof.

2.2 Automatic exercise

The Warrants will be deemed to be automatically exercised on the Expiry Date (without notice

given to the Holders) if the Issuer determines that the Cash Settlement Amount is positive. The

Holders will not be required to deliver any exercise notice and the Issuer or its agent will pay to

the Holders the Cash Settlement Amount. Any Warrant which has not been automatically exercised

in accordance with this Product Condition 2.2 shall expire immediately without value thereafter

and all rights of the Holder and obligations of the Issuer with respect to such Warrant shall cease.

2.3 Exercise Expenses

Any Exercise Expenses which are not determined by the Issuer on the Expiry Date and deducted

from the Cash Settlement Amount prior to delivery to the Holders in accordance with this Product

Condition 2, shall be notified by the Issuer to the Holders as soon as practicable after

determination thereof and shall be paid by the Holders to the Issuer immediately upon demand.

2.4 Record in the Register

Upon automatic exercise of the Warrants on the Expiry Date of the Warrants in accordance with

the Conditions, or in the event the Warrants have expired worthless, the Issuer will, with effect

from the first Business Day following the Expiry Date, remove the names of each Holder from the

Register in respect of the number of relevant Warrants which are the subject of the automatic

exercise or the number of relevant Warrants which have expired worthless, as the case may be, and

thereby cancel the relevant Warrants and the Global Certificate.

– 34 –



2.5 Cash Settlement

Upon the automatic exercise of Warrants in accordance with the Conditions, the Issuer will pay the

Cash Settlement Amount minus the determined Exercise Expenses to the relevant Holder. If the

Cash Settlement Amount is equal to or less than the determined Exercise Expenses, no amount is

payable by the Issuer.

The Cash Settlement Amount minus the determined Exercise Expenses shall be despatched no later

than the Settlement Date, by crediting that amount, in accordance with the CCASS Rules, to the

Designated Bank Account.

Upon the occurrence of a Settlement Disruption Event, the Issuer shall use its reasonable

endeavours to procure payment electronically through CCASS by crediting the relevant Designated

Bank Account of the Holder as soon as reasonably practicable after the original Settlement Date.

The Issuer will not be liable to the Holder for any interest in respect of the amount due or any loss

or damage that such Holder may suffer as a result of the existence of a Settlement Disruption

Event.

The Issuer’s obligations to pay the Cash Settlement Amount shall be discharged by payment in

accordance with this Product Condition 2.5.

3. Adjustments

3.1 Rights Issues

If and whenever the Company shall, by way of Rights (as defined below), offer new Shares for

subscription at a fixed subscription price to the holders of existing Shares pro rata to existing

holdings (a ‘‘Rights Offer’’), the Entitlement shall be adjusted to take effect on the Business Day

on which trading in the Shares becomes ex-entitlement (‘‘Rights Issue Adjustment Date’’) in

accordance with the following formula:

Adjusted Entitlement = Adjustment Component × E

Where:

Adjustment Component =
1 + M

1 + (R/S) × M

E: Existing Entitlement immediately prior to the Rights Offer

S: Cum-Rights Share price being the closing price of an existing Share as derived from the daily

quotation sheet of the Stock Exchange on the last Business Day on which the Shares are

traded on a Cum-Rights basis

R: Subscription price per new Share specified in the Rights Offer plus an amount equal to any

dividends or other benefits foregone to exercise the Rights
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M: Number of new Share(s) (whether a whole or a fraction) per existing Share each holder

thereof is entitled to subscribe,

provided that if the above formula would result in an adjustment to the Entitlement which would

amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no

adjustment will be made. In addition, the Issuer shall adjust the Exercise Price (which shall be

rounded to the nearest 0.001) by the reciprocal of the Adjustment Component, where the reciprocal

of the Adjustment Component means one divided by the relevant Adjustment Component. The

adjustment to the Exercise Price shall take effect on the Rights Issue Adjustment Date.

For the purposes of these Product Conditions:

‘‘Rights’’ means the right(s) attached to each existing Share or needed to acquire one new Share

(as the case may be) which are given to the holders of existing Shares to subscribe at a fixed

subscription price for new Shares pursuant to the Rights Offer (whether by the exercise of one

Right, a part of a Right or an aggregate number of Rights).

3.2 Bonus Issues

If and whenever the Company shall make an issue of Shares credited as fully paid to the holders of

Shares generally by way of capitalisation of profits or reserves (other than pursuant to a scrip

dividend or similar scheme for the time being operated by the Company or otherwise in lieu of a

cash dividend and without any payment or other consideration being made or given by such

holders) (a ‘‘Bonus Issue’’) the Entitlement shall be adjusted to take effect on the Business Day on

which trading in the Shares becomes ex-entitlement (‘‘Bonus Issue Adjustment Date’’) in

accordance with the following formula:

Adjusted Entitlement = Adjustment Component × E

Where:

Adjustment Component = 1 + N

E: Existing Entitlement immediately prior to the Bonus Issue

N: Number of additional Shares (whether a whole or a fraction) received by a holder of Shares

for each Share held prior to the Bonus Issue,

provided that if the above formula would result in an adjustment to the Entitlement which would

amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no

adjustment will be made. In addition, the Issuer shall adjust the Exercise Price (which shall be

rounded to the nearest 0.001) by the reciprocal of the Adjustment Component, where the reciprocal

of the Adjustment Component means one divided by the relevant Adjustment Component. The

adjustment to the Exercise Price shall take effect on the Bonus Issue Adjustment Date.
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3.3 Subdivisions and Consolidations

If and whenever the Company shall subdivide its Shares or any class of its outstanding share

capital comprised of the Shares into a greater number of shares (a ‘‘Subdivision’’) or consolidate

the Shares or any class of its outstanding share capital comprised of the Shares into a smaller

number of shares (a ‘‘Consolidation’’), then:

(a) in the case of a Subdivision, the Entitlement in effect immediately prior thereto will be

increased whereas the Exercise Price (which shall be rounded to the nearest 0.001) will be

decreased in the same ratio as the Subdivision; and

(b) in the case of a Consolidation, the Entitlement in effect immediately prior thereto will be

decreased whereas the Exercise Price (which shall be rounded to the nearest 0.001) will be

increased in the same ratio as the Consolidation,

in each case on the day on which the Subdivision or Consolidation (as the case may be) takes

effect.

3.4 Restructuring Events

If it is announced that the Company is to or may merge or consolidate with or into any other

corporation (including becoming, by agreement or otherwise, a subsidiary of or controlled by any

person or corporation) (except where the Company is the surviving corporation in a merger) or that

it is to or may sell or transfer all or substantially all of its assets, the rights attaching to the

Warrants may in the absolute discretion of the Issuer be amended no later than the Business Day

preceding the consummation of such merger, consolidation, sale or transfer (each a

‘‘Restructuring Event’’) (as determined by the Issuer in its absolute discretion) so that the

Warrants shall, after such Restructuring Event, relate to the number of shares of the corporation(s)

resulting from or surviving such Restructuring Event or other securities (‘‘Substituted Securities’’)
and/or cash offered in substitution for the affected Shares, as the case may be, to which the holder

of such number of Shares to which the Warrants related immediately before such Restructuring

Event would have been entitled upon such Restructuring Event, and thereafter the provisions

hereof shall apply to such Substituted Securities, provided that any Substituted Securities may, in

the absolute discretion of the Issuer, be deemed to be replaced by an amount in the relevant

currency equal to the market value or, if no market value is available, fair value, of such

Substituted Securities in each case as determined by the Issuer as soon as practicable after such

Restructuring Event is effected. For the avoidance of doubt, any remaining Shares shall not be

affected by this paragraph and, where cash is offered in substitution for Shares or is deemed to

replace Substituted Securities as described above, references in these Product Conditions to the

Shares shall include any such cash.
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3.5 Cash Distribution

No adjustment will be made for an ordinary cash dividend (whether or not it is offered with a scrip

alternative) (‘‘Ordinary Dividend’’). For any other forms of cash distribution (‘‘Cash
Distribution’’) announced by the Company, such as a cash bonus, special dividend or

extraordinary dividend, no adjustment will be made unless the value of the Cash Distribution

accounts for 2 per cent. or more of the Share’s closing price as derived from the daily quotation

sheet of the Stock Exchange on the day of announcement by the Company.

If and whenever the Company shall make a Cash Distribution credited as fully paid to the holders

of Shares generally, the Entitlement shall be adjusted to take effect on the Business Day on which

trading in the Shares becomes ex-entitlement in respect of the relevant Cash Distribution (‘‘Cash
Distribution Adjustment Date’’) in accordance with the following formula:

Adjusted Entitlement = Adjustment Component × E

Where:

Adjustment Component =
S – OD

S – OD – CD

E: The existing Entitlement immediately prior to the Cash Distribution

S: The closing price of the Share as derived from the daily quotation sheet of the Stock

Exchange on the Business Day immediately preceding the Cash Distribution Adjustment Date

CD: The amount of Cash Distribution per Share

OD: The amount of Ordinary Dividend per Share, provided that the Ordinary Dividend and the

Cash Distribution shall have the same ex-entitlement date. For the avoidance of doubt, the

OD shall be deemed to be zero if the ex-entitlement dates of the relevant Ordinary Dividend

and Cash Distribution are different

In addition, the Issuer shall adjust the Exercise Price (which shall be rounded to the nearest 0.001)

by the reciprocal of the Adjustment Component, where the reciprocal of the Adjustment

Component means one divided by the relevant Adjustment Component. The adjustment to the

Exercise Price shall take effect on the Cash Distribution Adjustment Date.

3.6 Other Adjustments

Without prejudice to and notwithstanding any prior adjustment(s) made pursuant to the applicable

Conditions, the Issuer may (but shall not be obliged to) make such other adjustments to the terms

and conditions of the Warrants as appropriate where any event (including the events as

contemplated in the applicable Conditions) occurs and irrespective of, in substitution for, or in

addition to the provisions contemplated in the applicable Conditions, provided that such

adjustment is:

(a) not materially prejudicial to the interests of the Holders generally (without considering the

circumstances of any individual Holder or the tax or other consequences of such adjustment

in any particular jurisdiction); or

(b) determined by the Issuer in good faith to be appropriate and commercially reasonable.
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3.7 Notice of Determinations

All determinations made by the Issuer pursuant hereto will be conclusive and binding on the

Holders. The Issuer will give, or procure that there is given, notice as soon as practicable of any

adjustment and of the date from which such adjustment is effective by publication in accordance

with General Condition 7.

4. Liquidation

In the event of a liquidation or dissolution of the Company or the appointment of a liquidator,

receiver or administrator or analogous person under any applicable law in respect of the whole or

substantially the whole of its undertaking, property or assets, all unexercised Warrants will lapse

and shall cease to be valid for any purpose. In the case of voluntary liquidation, the unexercised

Warrants will lapse and shall cease to be valid on the effective date of the relevant resolution and,

in the case of an involuntary liquidation or dissolution, on the date of the relevant court order or,

in the case of the appointment of a liquidator or receiver or administrator or analogous person

under any applicable law in respect of the whole or substantially the whole of its undertaking,

property or assets, on the date when such appointment is effective but subject (in any such case) to

any contrary mandatory requirement of law.

5. Delisting

5.1 Adjustments following delisting

If at any time the Shares cease to be listed on the Stock Exchange, the Issuer shall give effect to

these Product Conditions in such manner and make such adjustments and amendments to the rights

attaching to the Warrants as it shall, in its absolute discretion, consider appropriate to ensure, so

far as it is reasonably able to do so, that the interests of the Holders generally are not materially

prejudiced as a consequence of such delisting (without considering the circumstances of any

individual Holder or the tax or other consequences that may result in any particular jurisdiction).

5.2 Listing on another exchange

Without prejudice to the generality of Product Condition 5.1, where the Shares are, or, upon the

delisting, become, listed on any other stock exchange, these Product Conditions may, in the

absolute discretion of the Issuer, be amended to the extent necessary to allow for the substitution

of that other stock exchange in place of the Stock Exchange and the Issuer may, without the

consent of the Holders, make such adjustments to the entitlements of the Holders on exercise

(including, if appropriate, by converting foreign currency amounts at prevailing market rates into

the relevant currency) as may be appropriate in the circumstances.

5.3 Adjustments binding

The Issuer shall determine, in its absolute discretion, any adjustment or amendment and its

determination shall be conclusive and binding on the Holders save in the case of manifest error.

Notice of any adjustments or amendments shall be given to the Holders in accordance with General

Condition 7 as soon as practicable after they are determined.
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PART B

PRODUCT CONDITIONS OF CASH SETTLED WARRANTS OVER INDEX

These Product Conditions will, together with the General Conditions and the supplemental terms and

conditions contained in the relevant Launch Announcement and Supplemental Listing Document, and

subject to completion and amendment, be endorsed on the Global Certificate. The relevant Launch

Announcement and Supplemental Listing Document in relation to the issue of any series of Warrants

may specify additional terms and conditions which shall, to the extent so specified or to the extent they

are inconsistent with these Product Conditions, replace or modify these Product Conditions for the

purpose of such series of Warrants.

1. Definitions

For the purposes of these Product Conditions:

‘‘Cash Settlement Amount’’ means, in respect of every Board Lot, an amount calculated by the

Issuer in accordance with the following formula (and, if appropriate, either (I) converted (if

applicable) into the Settlement Currency at the Exchange Rate or, as the case may be, (II)

converted into the Interim Currency at the First Exchange Rate and then (if applicable) converted

into Settlement Currency at the Second Exchange Rate):

(a) In the case of a series of Call Warrants:

Cash Settlement

Amount per

Board Lot

=

(Closing Level – Strike Level) × Index Currency Amount

× one Board Lot

Divisor

(b) In the case of a series of Put Warrants:

Cash Settlement

Amount per

Board Lot

=

(Strike Level – Closing Level) × Index Currency Amount

× one Board Lot

Divisor

For the avoidance of doubt, if the Cash Settlement Amount is a negative figure, it shall be deemed

to be zero;

‘‘Closing Level’’ means the level specified as such in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product

Condition 3;

‘‘Divisor’’ means the number specified as such in the relevant Launch Announcement and

Supplemental Listing Document;

‘‘Exchange Rate’’ means the rate specified as such in the relevant Launch Announcement and

Supplemental Listing Document;

‘‘First Exchange Rate’’ means the rate specified as such in the relevant Launch Announcement

and Supplemental Listing Document;
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‘‘General Conditions’’ means the general terms and conditions of Structured Products set out in

Appendix 1 of the Base Listing Document;

‘‘Index’’ means the index specified as such in the relevant Launch Announcement and

Supplemental Listing Document;

‘‘Index Business Day’’ means a day on which the Index Exchange is scheduled to open for trading

for its regular trading sessions;

‘‘Index Compiler’’ means the index compiler specified as such in the relevant Launch

Announcement and Supplemental Listing Document;

‘‘Index Currency Amount’’ has the meaning given to it in the relevant Launch Announcement

and Supplemental Listing Document;

‘‘Index Exchange’’ means the index stock exchange specified as such in the relevant Launch

Announcement and Supplemental Listing Document;

‘‘Interim Currency’’ means the currency specified as such in the relevant Launch Announcement

and Supplemental Listing Document;

‘‘Market Disruption Event’’ means:

(a) the occurrence or existence, on the Valuation Date during the one-half hour period that ends

at the close of trading on the Index Exchange, of any of:

(i) the suspension or material limitation of the trading of a material number of constituent

securities that comprise the Index;

(ii) the suspension or material limitation of the trading of options or futures contracts

relating to the Index on any exchanges on which such contracts are traded; or

(iii) the imposition of any exchange controls in respect of any currencies involved in

determining the Cash Settlement Amount.

For the purposes of this definition:

(1) the limitation of the number of hours or days of trading will not constitute a Market

Disruption Event if it results from an announced change in the regular business hours of

any relevant exchange, and

(2) a limitation on trading imposed by reason of the movements in price exceeding the

levels permitted by any relevant exchange will constitute a Market Disruption Event; or
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(b) where the Index Exchange is the Stock Exchange, the issuance of the tropical cyclone

warning signal number 8 or above or the issuance of a ‘‘BLACK’’ rainstorm signal on any

day which either:

(i) results in the Stock Exchange being closed for trading for the entire day; or

(ii) results in the Stock Exchange being closed prior to its regular time for close of trading

for the relevant day (for the avoidance of doubt, in the case when the Stock Exchange

is scheduled to open for the morning trading session only, closed prior to its regular

time for close of trading for the morning session),

PROVIDED THAT there shall be no Market Disruption Event solely by reason of the Stock

Exchange opening for trading later than its regular time for opening of trading on any day as

a result of the tropical cyclone warning signal number 8 or above or the ‘‘BLACK’’ rainstorm

signal having been issued;

(c) a limitation or closure of the Index Exchange due to any unforeseen circumstances; or

(d) any circumstances beyond the control of the Issuer in which the Closing Level or, if

applicable, the Exchange Rate, the First Exchange Rate or the Second Exchange Rate (as the

case may be) cannot be determined by the Issuer in the manner set out in these Conditions or

in such other manner as the Issuer considers appropriate at such time after taking into

account all the relevant circumstances;

‘‘Product Conditions’’ means these product terms and conditions. These Product Conditions apply

to each series of cash settled warrants over an index;

‘‘Second Exchange Rate’’ means the rate specified as such in the relevant Launch Announcement

and Supplemental Listing Document;

‘‘Settlement Date’’ means the third CCASS Settlement Day after the later of: (i) the Expiry Date;

and (ii) the day on which the Closing Level is determined in accordance with the Conditions;

‘‘Strike Level’’ means the level specified as such in the relevant Launch Announcement and

Supplemental Listing Document;

‘‘Successor Index Compiler’’ means a successor to the Index Compiler acceptable to the Issuer;

and

‘‘Valuation Date’’ means the date specified in the relevant Launch Announcement and

Supplemental Listing Document, provided that if the Issuer determines, in its sole discretion, that

a Market Disruption Event has occurred on the Valuation Date, then the Issuer shall determine the

Closing Level on the basis of its good faith estimate of the Closing Level that would have

prevailed on that day but for the occurrence of the Market Disruption Event provided that the

Issuer, if applicable, may, but shall not be obliged to, determine such Closing Level by having

regard to the manner in which futures contracts relating to the Index are calculated.
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Trading in Warrants on the Stock Exchange shall cease prior to the Expiry Date in accordance with

the requirements of the Stock Exchange.

Other capitalised terms shall, unless otherwise defined herein, have the meaning ascribed to them

in the Base Listing Document, the General Conditions, the relevant Launch Announcement and

Supplemental Listing Document or the Global Certificate.

2. Exercise of Warrants

2.1 Exercise of warrants in Board Lots

The Warrants may only be exercised in Board Lots or integral multiples thereof.

2.2 Automatic exercise

The Warrants will be deemed to be automatically exercised on the Expiry Date (without notice

given to the Holders) if the Issuer determines that the Cash Settlement Amount is positive. The

Holders will not be required to deliver any exercise notice and the Issuer or its agent will pay to

the Holders the Cash Settlement Amount. Any Warrant which has not been automatically exercised

in accordance with this Product Condition 2.2 shall expire immediately without value thereafter

and all rights of the Holder and obligations of the Issuer with respect to such Warrant shall cease.

2.3 Exercise Expenses

Any Exercise Expenses which are not determined by the Issuer on the Expiry Date and deducted

from the Cash Settlement Amount prior to delivery to the Holders in accordance with this Product

Condition 2, shall be notified by the Issuer to the Holders as soon as practicable after

determination thereof and shall be paid by the Holders to the Issuer immediately upon demand.

2.4 Record in the Register

Upon automatic exercise of the Warrants on the Expiry Date of the Warrants in accordance with

the Conditions, or in the event the Warrants have expired worthless, the Issuer will, with effect

from the first Business Day following the Expiry Date, remove the names of each Holder from the

Register in respect of the number of relevant Warrants which are the subject of the automatic

exercise or the number of relevant Warrants which have expired worthless, as the case may be, and

thereby cancel the relevant Warrants and the Global Certificate.

2.5 Cash Settlement

Upon the automatic exercise of Warrants in accordance with the Conditions, the Issuer will pay the

Cash Settlement Amount minus the determined Exercise Expenses to the relevant Holder. If the

Cash Settlement Amount is equal to or less than the determined Exercise Expenses, no amount is

payable by the Issuer.

The Cash Settlement Amount minus the determined Exercise Expenses shall be despatched no later

than the Settlement Date, by crediting that amount, in accordance with the CCASS Rules, to the

Designated Bank Account.

– 43 –



Upon the occurrence of a Settlement Disruption Event, the Issuer shall use its reasonable

endeavours to procure payment electronically through CCASS by crediting the relevant Designated

Bank Account of the Holder as soon as reasonably practicable after the original Settlement Date.

The Issuer will not be liable to the Holder for any interest in respect of the amount due or any loss

or damage that such Holder may suffer as a result of the existence of a Settlement Disruption

Event.

The Issuer’s obligations to pay the Cash Settlement Amount shall be discharged by payment in

accordance with this Product Condition 2.5.

3. Adjustments to the Index

3.1 Successor Index Compiler Calculates and Reports Index

If the Index is:

(a) not calculated and announced by the Index Compiler but is calculated and published by a

Successor Index Compiler; or

(b) replaced by a successor index using, in the determination of the Issuer, the same or a

substantially similar formula for and method of calculation as used in the calculation of the

Index,

then the Index will be deemed to be the index so calculated and announced by the Successor Index

Compiler or that successor index, as the case may be.

3.2 Modification and Cessation of Calculation of Index

If:

(a) on or prior to the Valuation Date, the Index Compiler or (if applicable) the Successor Index

Compiler makes a material change in the formula for or the method of calculating the Index

or in any other way materially modifies the Index (other than a modification prescribed in

that formula or method to maintain the Index in the event of changes in constituent securities

and other routine events), or

(b) on the Valuation Date, the Index Compiler or (if applicable) the Successor Index Compiler

fails to calculate and publish the Index (other than as a result of a Market Disruption Event),

then the Issuer shall determine the Closing Level using, in lieu of the published level for the

Index, the level for the Index as of the Valuation Date as determined by the Issuer in accordance

with the formula for and method of calculating the Index last in effect prior to that change or

failure, but using only those securities that comprised the Index immediately prior to that change

or failure (other than those securities that have since ceased to be listed on the relevant exchange).
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3.3 Other Adjustments

Without prejudice to and notwithstanding any prior adjustment(s) made pursuant to the applicable

Conditions, the Issuer may (but shall not be obliged to) make such other adjustments to the terms

and conditions of the Warrants as appropriate where any event (including the events as

contemplated in the applicable Conditions) occurs and irrespective of, in substitution for, or in

addition to the provisions contemplated in the applicable Conditions, provided that such

adjustment is:

(a) not materially prejudicial to the interests of the Holders generally (without considering the

circumstances of any individual Holder or the tax or other consequences of such adjustment

in any particular jurisdiction); or

(b) determined by the Issuer in good faith to be appropriate and commercially reasonable.

3.4 Notice of Determinations

All determinations made by the Issuer pursuant hereto will be conclusive and binding on the

Holders. The Issuer will give, or procure that there is given, notice as soon as practicable of any

adjustment and of the date from which such adjustment is effective by publication in accordance

with General Condition 7.
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PART C

PRODUCT CONDITIONS OF CASH SETTLED WARRANTS
OVER SINGLE UNIT TRUSTS

These Product Conditions will, together with the General Conditions and supplemental terms and

conditions contained in the relevant Launch Announcement and Supplemental Listing Document, and

subject to completion and amendment, be endorsed on the Global Certificate. The relevant Launch

Announcement and Supplemental Listing Document in relation to the issue of any series of Warrants

may specify additional terms and conditions which shall, to the extent so specified or to the extent they

are inconsistent with these Product Conditions, replace or modify these Product Conditions for the

purpose of such series of Warrants.

1. Definitions

For the purposes of these Product Conditions:

‘‘Average Price’’ shall be the arithmetic mean of the closing prices of one Unit (as derived from

the daily quotation sheet of the Stock Exchange, subject to any adjustments to such closing prices

as may be necessary to reflect any event as contemplated in Product Condition 3 such as

capitalisation, rights issue, distribution or the like) in respect of each Valuation Date;

‘‘Cash Settlement Amount’’ means, in respect of every Board Lot, an amount payable in the

Settlement Currency calculated by the Issuer in accordance with the following formula:

(a) In the case of a series of call Warrants:

Cash Settlement

Amount per

Board Lot

=

Entitlement × (Average Price – Exercise Price) × one Board Lot

Number of Warrant(s) per Entitlement

(b) In the case of a series of put Warrants:

Cash Settlement

Amount per

Board Lot

=

Entitlement × (Exercise Price – Average Price) × one Board Lot

Number of Warrant(s) per Entitlement

For the avoidance of doubt, if the Cash Settlement Amount is a negative figure, it shall be deemed

to be zero;

‘‘Entitlement’’ means the number specified as such in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

‘‘Exercise Price’’ means the price specified as such in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;
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‘‘General Conditions’’ means the general terms and conditions of Structured Products set out in

Appendix 1 of the Base Listing Document;

‘‘Market Disruption Event’’ means:

(a) the occurrence or existence on any Valuation Date during the one-half hour period that ends

at the close of trading of any suspension of or limitation imposed on trading (by reason of

movements in price exceeding limits permitted by the Stock Exchange or otherwise) on the

Stock Exchange in:

(i) the Units; or

(ii) any options or futures contracts relating to the Units if, in any such case, such

suspension or limitation is, in the determination of the Issuer, material;

(b) the issuance of the tropical cyclone warning signal number 8 or above or the issuance of a

‘‘BLACK’’ rainstorm signal on any day which either:

(i) results in the Stock Exchange being closed for trading for the entire day; or

(ii) results in the Stock Exchange being closed prior to its regular time for close of trading

for the relevant day (for the avoidance of doubt, in the case when the Stock Exchange

is scheduled to open for the morning trading session only, closed prior to its regular

time for close of trading for the morning session),

PROVIDED THAT there shall be no Market Disruption Event solely by reason of the Stock

Exchange opening for trading later than its regular time for opening of trading on any day as

a result of the tropical cyclone warning signal number 8 or above or the ‘‘BLACK’’ rainstorm

signal having been issued; or

(c) a limitation or closure of the Stock Exchange due to any unforeseen circumstances;

‘‘Product Conditions’’ means these product terms and conditions. These Product Conditions apply

to each series of cash settled Warrants over single unit trusts;

‘‘Settlement Date’’ means the third CCASS Settlement Day after later of: (i) the Expiry Date; and

(ii) the day on which the Average Price is determined in accordance with the Conditions;

‘‘Trust’’ means the trust specified as such in the relevant Launch Announcement and Supplemental

Listing Document;

‘‘Unit’’ means the unit specified as such in the relevant Launch Announcement and Supplemental

Listing Document; and

‘‘Valuation Date’’ means each of the five Business Days immediately preceding the Expiry Date,

provided that if the Issuer determines, in its sole discretion, that a Market Disruption Event has

occurred on any Valuation Date, then that Valuation Date shall be postponed until the first

succeeding Business Day on which there is no Market Disruption Event irrespective of whether

that postponed Valuation Date would fall on a Business Day that is already or is deemed to be a

Valuation Date.
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For the avoidance of doubt, in the event that a Market Disruption Event has occurred and a

Valuation Date is postponed as aforesaid, the closing price of the Units on the first succeeding

Business Day will be used more than once in determining the Average Price, so that in no event

shall there be less than five closing prices used to determine the Average Price.

If the postponement of the Valuation Date as aforesaid would result in the Valuation Date falling

on or after the Expiry Date, then:

(i) the Business Day immediately preceding the Expiry Date (the ‘‘Last Valuation Date’’) shall
be deemed to be the Valuation Date notwithstanding the Market Disruption Event; and

(ii) the Issuer shall determine the closing price of the Units on the basis of its good faith estimate

of the price that would have prevailed on the Last Valuation Date but for the Market

Disruption Event.

Trading in Warrants on the Stock Exchange shall cease prior to the Expiry Date in accordance with

the requirements of the Stock Exchange.

Other capitalised terms shall, unless otherwise defined herein, have the meaning ascribed to them

in the Base Listing Document, the General Conditions, the relevant Launch Announcement and

Supplemental Listing Document or the Global Certificate.

2. Exercise of Warrants

2.1 Exercise of warrants in Board Lots

The Warrants may only be exercised in Board Lots or integral multiples thereof.

2.2 Automatic exercise

The Warrants will be deemed to be automatically exercised on the Expiry Date (without notice

given to the Holders) if the Issuer determines that the Cash Settlement Amount is positive. The

Holders will not be required to deliver any exercise notice and the Issuer or its agent will pay to

the Holders the Cash Settlement Amount. Any Warrant which has not been automatically exercised

in accordance with this Product Condition 2.2 shall expire immediately without value thereafter

and all rights of the Holder and obligations of the Issuer with respect to such Warrant shall cease.

2.3 Exercise Expenses

Any Exercise Expenses which are not determined by the Issuer on the Expiry Date and deducted

from the Cash Settlement Amount prior to delivery to the Holders in accordance with this Product

Condition 2, shall be notified by the Issuer to the Holders as soon as practicable after

determination thereof and shall be paid by the Holders to the Issuer immediately upon demand.
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2.4 Record in the Register

Upon automatic exercise of the Warrants on the Expiry Date of the Warrants in accordance with

the Conditions, or in the event the Warrants have expired worthless, the Issuer will, with effect

from the first Business Day following the Expiry Date, remove the names of each Holder from the

Register in respect of the number of relevant Warrants which are the subject of the automatic

exercise or the number of relevant Warrants which have expired worthless, as the case may be, and

thereby cancel the relevant Warrants and the Global Certificate.

2.5 Cash Settlement

Upon the automatic exercise of Warrants in accordance with the Conditions the Issuer will pay the

Cash Settlement Amount minus the determined Exercise Expenses to the relevant Holder. If the

Cash Settlement Amount is equal to or less than the determined Exercise Expenses, no amount is

payable by the Issuer.

The Cash Settlement Amount minus the determined Exercise Expenses shall be despatched no later

than the Settlement Date, by crediting that amount, in accordance with the CCASS Rules, to the

Designated Bank Account.

Upon the occurrence of a Settlement Disruption Event, the Issuer shall use its reasonable

endeavours to procure payment electronically through CCASS by crediting the relevant Designated

Bank Account of the Holder as soon as reasonably practicable after the original Settlement Date.

The Issuer will not be liable to the Holder for any interest in respect of the amount due or any loss

or damage that such Holder may suffer as a result of the existence of a Settlement Disruption

Event.

The Issuer’s obligations to pay the Cash Settlement Amount shall be discharged by payment in

accordance with this Product Condition 2.5.

3. Adjustments

3.1 Rights Issues

If and whenever the Trust shall, by way of Rights (as defined below), offer new Units for

subscription at a fixed subscription price to the holders of existing Units pro rata to existing

holdings (a ‘‘Rights Offer’’), the Entitlement shall be adjusted to take effect on the Business Day

on which trading in the Units becomes ex-entitlement (‘‘Rights Issue Adjustment Date’’) in

accordance with the following formula:

Adjusted Entitlement = Adjustment Component × E

Where:

Adjustment Component =
1 + M

1 + (R/S) × M
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E: Existing Entitlement immediately prior to the Rights Offer

S: Cum-Rights Unit price being the closing price of an existing Unit as derived from the daily

quotation sheet of the Stock Exchange on the last Business Day on which the Units are

traded on a Cum-Rights basis

R: Subscription price per new Unit specified in the Rights Offer plus an amount equal to any

distributions or other benefits foregone to exercise the Rights

M: Number of new Unit(s) (whether a whole or a fraction) per existing Unit each holder thereof

is entitled to subscribe,

provided that if the above formula would result in an adjustment to the Entitlement which would

amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no

adjustment will be made. In addition, the Issuer shall adjust the Exercise Price (which shall be

rounded to the nearest 0.001) by the reciprocal of the Adjustment Component, where the reciprocal

of the Adjustment Component means one divided by the relevant Adjustment Component. The

adjustment to the Exercise Price shall take effect on the Rights Issue Adjustment Date.

For the purposes of these Product Conditions:

‘‘Rights’’ means the right(s) attached to each existing Unit or needed to acquire one new Unit (as

the case may be) which are given to the holders of existing Units to subscribe at a fixed

subscription price for new Units pursuant to the Rights Offer (whether by the exercise of one

Right, a part of a Right or an aggregate number of Rights).

3.2 Bonus Issues

If and whenever the Trust shall make an issue of Units credited as fully paid to the holders of

Units generally (other than pursuant to a scrip distribution or similar scheme for the time being

operated by the Trust or otherwise in lieu of a cash distribution and without any payment or other

consideration being made or given by such holders) (a ‘‘Bonus Issue’’), the Entitlement shall be

adjusted to take effect on the Business Day on which trading in the Units becomes ex-entitlement

(‘‘Bonus Issue Adjustment Date’’) in accordance with the following formula:

Adjusted Entitlement = Adjustment Component × E

Where:

Adjustment Component = 1 + N

E: Existing Entitlement immediately prior to the Bonus Issue

N: Number of additional Units (whether a whole or a fraction) received by a holder of Units for

each Units held prior to the Bonus Issue,

provided that if the above formula would result in an adjustment to the Entitlement which would

amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no

adjustment will be made. In addition, the Issuer shall adjust the Exercise Price (which shall be

rounded to the nearest 0.001) by the reciprocal of the Adjustment Component, where the reciprocal

of the Adjustment Component means one divided by the relevant Adjustment Component. The

adjustment to the Exercise Price shall take effect on the Bonus Issue Adjustment Date.
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3.3 Subdivisions and Consolidations

If and whenever the Trust shall subdivide its Units or any class of its outstanding Units into a

greater number of units (a ‘‘Subdivision’’) or consolidate the Units or any class of its outstanding

Units into a smaller number of units (a ‘‘Consolidation’’), then:

(a) in the case of a Subdivision, the Entitlement in effect immediately prior thereto will be

increased whereas the Exercise Price (which shall be rounded to the nearest 0.001) will be

decreased in the same ratio as the Subdivision; and

(b) in the case of a Consolidation, the Entitlement in effect immediately prior thereto will be

decreased whereas the Exercise Price (which shall be rounded to the nearest 0.001) will be

increased in the same ratio as the Consolidation,

in each case on the day on which the Subdivision or Consolidation (as the case may be) takes

effect.

3.4 Restructuring Events

If it is announced that the Trust is to or may merge with or into any other trust or consolidate with

or into any other trust or corporation (including becoming, by agreement or otherwise, controlled

by any person or corporation) (except where the Trust is the surviving entity in a merger) or that it

is to, or may, sell or transfer all or substantially all of its assets, the rights attaching to the

Warrants may in the absolute discretion of the Issuer be amended no later than the Business Day

preceding the consummation of such merger, consolidation, sale or transfer (each a

‘‘Restructuring Event’’) (as determined by the Issuer in its absolute discretion) so that the

Warrants shall, after such Restructuring Event, relate to the number of units of the trust(s)

resulting from or surviving such Restructuring Event or other securities (‘‘Substituted Securities’’)
and/or cash offered in substitution for the affected Units, as the case may be, to which the holder

of such number of Units to which the Warrants related immediately before such Restructuring

Event would have been entitled upon such Restructuring Event, and thereafter the provisions

hereof shall apply to such Substituted Securities, provided that any Substituted Securities may, in

the absolute discretion of the Issuer, be deemed to be replaced by an amount in the relevant

currency equal to the market value or, if no market value is available, fair value, of such

Substituted Securities in each case as determined by the Issuer as soon as practicable after such

Restructuring Event is effected. For the avoidance of doubt, any remaining Units shall not be

affected by this paragraph and, where cash is offered in substitution for Units or is deemed to

replace Substituted Securities as described above, references in these Product Conditions to the

Units shall include any such cash.
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3.5 Cash Distribution

No adjustment will be made for an ordinary cash distribution (whether or not it is offered with a

scrip alternative) (‘‘Ordinary Distribution’’). For any other forms of cash distribution (‘‘Cash
Distribution’’) announced by the Trust, such as a cash bonus, special distribution or extraordinary

distribution, no adjustment will be made unless the value of the Cash Distribution accounts for 2

per cent. or more of the Unit’s closing price as derived from the daily quotation sheet of the Stock

Exchange on the day of announcement by the Trust.

If and whenever the Trust shall make a Cash Distribution credited as fully paid to the holders of

Units generally, the Entitlement shall be adjusted to take effect on the Business Day on which

trading in the Units becomes ex-entitlement in respect of the relevant Cash Distribution (‘‘Cash
Distribution Adjustment Date’’) in accordance with the following formula:

Adjusted Entitlement = Adjustment Component × E

Where:

Adjustment Component =
S – OD

S – OD – CD

E: The existing Entitlement immediately prior to the Cash Distribution

S: The closing price of the Unit as derived from the daily quotation sheet of the Stock Exchange

on the Business Day immediately preceding the Cash Distribution Adjustment Date

CD: The amount of Cash Distribution per Unit

OD: The amount of Ordinary Distribution per Unit, provided that the Ordinary Distribution and

the Cash Distribution shall have the same ex-entitlement date. For the avoidance of doubt,

the OD shall be zero if the ex-entitlement dates of the relevant Ordinary Distribution and

Cash Distribution are different

In addition, the Issuer shall adjust the Exercise Price (which shall be rounded to the nearest 0.001)

by the reciprocal of the Adjustment Component, where the reciprocal of the Adjustment

Component means one divided by the relevant Adjustment Component. The adjustment to the

Exercise Price shall take effect on the Cash Distribution Adjustment Date.
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3.6 Other Adjustments

Without prejudice to and notwithstanding any prior adjustment(s) made pursuant to the applicable

Conditions, the Issuer may (but shall not be obliged to) make such other adjustments to the terms

and conditions of the Warrants as appropriate where any event (including the events as

contemplated in the applicable Conditions) occurs and irrespective of, in substitution for, or in

addition to the provisions contemplated in the applicable Conditions, provided that such

adjustment is:

(a) not materially prejudicial to the interests of the Holders generally (without considering the

circumstances of any individual Holder or the tax or other consequences of such adjustment

in any particular jurisdiction); or

(b) determined by the Issuer in good faith to be appropriate and commercially reasonable.

3.7 Notice of Determinations

All determinations made by the Issuer pursuant hereto will be conclusive and binding on the

Holders. The Issuer will give, or procure that there is given, notice as soon as practicable of any

adjustment and of the date from which such adjustment is effective by publication in accordance

with General Condition 7.

4. Termination or Liquidation

In the event of a Termination or the liquidation or dissolution of the trustee of the Trust (including

any successor trustee appointed from time to time) (‘‘Trustee’’) (in its capacity as trustee of the

Trust) or the appointment of a liquidator, receiver or administrator or analogous person under any

applicable law in respect of the whole or substantially the whole of the Trustee’s undertaking,

property or assets, all unexercised Warrants will lapse and shall cease to be valid for any purpose.

In the case of a Termination, the unexercised Warrants will lapse and shall cease to be valid on the

effective date of the Termination, in the case of a voluntary liquidation, the unexercised Warrants

will lapse and shall cease to be valid on the effective date of the relevant resolution and, in the

case of an involuntary liquidation or dissolution, the unexercised Warrants will lapse and shall

cease to be valid on the date of the relevant court order or, in the case of the appointment of a

liquidator or receiver or administrator or analogous person under any applicable law in respect of

the whole or substantially the whole of the Trustee’s undertaking, property or assets, the

unexercised Warrants will lapse and shall cease to be valid on the date when such appointment is

effective but subject (in any such case) to any contrary mandatory requirement of law.
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For the purpose of this Product Condition 4, ‘‘Termination’’ means:

(a) the Trust is terminated, or the Trustee or the manager of the Trust (including any successor

manager appointed from time to time) (‘‘Manager’’) is required to terminate the Trust under

the trust deed (‘‘Trust Deed’’) constituting the Trust or applicable law, or the termination of

the Trust commences;

(b) the Trust is held or is conceded by the Trustee or the Manager not to have been constituted

or to have been imperfectly constituted;

(c) the Trustee ceases to be authorised under the Trust to hold the property of the Trust in its

name and perform its obligations under the Trust Deed; or

(d) the Trust ceases to be authorised as an authorised collective investment scheme under the

Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong).

5. Delisting

5.1 Adjustments following delisting

If at any time the Units cease to be listed on the Stock Exchange, the Issuer shall give effect to

these Product Conditions in such manner and make such adjustments and amendments to the rights

attaching to the Warrants as it shall, in its absolute discretion, consider appropriate to ensure, so

far as it is reasonably able to do so, that the interests of the Holders generally are not materially

prejudiced as a consequence of such delisting (without considering the circumstances of any

individual Holder or the tax or other consequences that may result in any particular jurisdiction).

5.2 Listing on another exchange

Without prejudice to the generality of Product Condition 5.1, where the Units are, or, upon the

delisting, become, listed on any other stock exchange, these Product Conditions may, in the

absolute discretion of the Issuer, be amended to the extent necessary to allow for the substitution

of that other stock exchange in place of the Stock Exchange and the Issuer may, without the

consent of the Holders, make such adjustments to the entitlements of the Holders on exercise

(including, if appropriate, by converting foreign currency amounts at prevailing market rates into

the relevant currency) as may be appropriate in the circumstances.

5.3 Adjustment binding

The Issuer shall determine, in its absolute discretion, any adjustment or amendment and its

determination shall be conclusive and binding on the Holders save in the case of manifest error.

Notice of any adjustments or amendments shall be given to the Holders in accordance with General

Condition 7 as soon as practicable after they are determined.
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APPENDIX 3

PRODUCT CONDITIONS OF CBBCS

The following pages set out the Product Conditions in respect of different types of CBBCs.
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PART A

PRODUCT CONDITIONS OF CASH SETTLED CALLABLE BULL/BEAR
CONTRACTS OVER SINGLE EQUITIES

These Product Conditions will, together with the General Conditions and the supplemental terms and

conditions contained in the relevant Launch Announcement and Supplemental Listing Document, and

subject to completion and amendment, be endorsed on the Global Certificate. The relevant Launch

Announcement and Supplemental Listing Document in relation to the issue of any series of CBBCs may

specify additional terms and conditions which shall, to the extent so specified or to the extent they are

inconsistent with these Product Conditions, replace or modify these Product Conditions for the purpose

of such series of CBBCs.

1. Definitions

For the purposes of these Product Conditions:

‘‘Call Price’’ means the price specified as such in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

‘‘Cash Settlement Amount’’ means, in respect of every Board Lot, an amount payable in the

Settlement Currency calculated by the Issuer in accordance with the following formula:

(a) following a Mandatory Call Event:

(i) in the case of a series of Category R CBBCs, the Residual Value; or

(ii) in the case of a series of Category N CBBCs, zero; and

(b) at expiry:

(i) in the case of a series of bull CBBCs:

Cash Settlement

Amount per

Board Lot

=

Entitlement × (Closing Price – Strike Price) × one Board Lot

Number of CBBC(s) per Entitlement

(ii) in the case of a series of bear CBBCs:

Cash Settlement

Amount per

Board Lot

=

Entitlement × (Strike Price – Closing Price) × one Board Lot

Number of CBBC(s) per Entitlement

For the avoidance of doubt, if the Cash Settlement Amount is a negative figure, it shall be deemed

to be zero;

‘‘Category N CBBCs’’ means a series of CBBCs where the Call Price is equal to the Strike Price;

‘‘Category R CBBCs’’ means a series of CBBCs where the Call Price is different from the Strike

Price;
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‘‘Closing Price’’ means the closing price of one Share (as derived from the daily quotation sheet

of the Stock Exchange, subject to any adjustments to such closing price as may be necessary to

reflect any event as contemplated in Product Condition 3 such as capitalisation, rights issue,

distribution or the like) as of the Valuation Date;

‘‘Company’’ means the company specified as such in the relevant Launch Announcement and

Supplemental Listing Document;

‘‘Entitlement’’ means the number specified as such in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

‘‘General Conditions’’ means the general terms and conditions of Structured Products set out in

Appendix 1 of the Base Listing Document;

‘‘Mandatory Call Event’’ occurs if the Spot Price is:

(a) in the case of a series of bull CBBCs, at or below the Call Price; or

(b) in the case of a series of bear CBBCs, at or above the Call Price,

at any time during a Trading Day in the Observation Period;

‘‘Market Disruption Event’’ means:

(a) the occurrence or existence on any Trading Day during the one-half hour period that ends at

the close of trading of any suspension of or limitation imposed on trading (by reason of

movements in price exceeding limits permitted by the Stock Exchange or otherwise) on the

Stock Exchange in:

(i) the Shares; or

(ii) any options or futures contracts relating to the Shares if, in any such case, such

suspension or limitation is, in the determination of the Issuer, material;

(b) the issuance of the tropical cyclone warning signal number 8 or above or the issuance of a

‘‘BLACK’’ rainstorm on any day which either:

(i) results in the Stock Exchange being closed for trading for the entire day; or

(ii) results in the Stock Exchange being closed prior to its regular time for close of trading

for the relevant day (for the avoidance of doubt, in the case when the Stock Exchange

is scheduled to open for the morning trading session only, closed prior to its regular

time for close of trading for the morning session),

PROVIDED THAT there shall be no Market Disruption Event solely by reason of the Stock

Exchange opening for trading later than its regular time for opening of trading on any day as

a result of the tropical cyclone warning signal number 8 or above or the ‘‘BLACK’’ rainstorm

signal have been issued; or
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(c) a limitation or closure of the Stock Exchange due to any unforeseen circumstances;

‘‘Maximum Trade Price’’ means the highest Spot Price of the Shares (subject to any adjustments

to such spot prices as may be necessary to reflect any event as contemplated in Product Condition

3 such as capitalisation, rights issue, distribution or the like) during the MCE Valuation Period;

‘‘MCE Valuation Period’’ means the period commencing from and including the moment upon

which the Mandatory Call Event occurs (the trading session on the Stock Exchange during which

the Mandatory Call Event occurs is the ‘‘1st Session’’) and up to the end of the trading session on

the Stock Exchange immediately following the 1st Session (‘‘2nd Session’’) unless, in the

determination of the Issuer in its good faith, the 2nd Session for any reason (including, without

limitation, a Market Disruption Event occurring and subsisting in the 2nd Session) does not

contain any continuous period of 1 hour or more than 1 hour during which trading in the Shares is

permitted on the Stock Exchange with no limitation imposed, the MCE Valuation Period shall be

extended to the end of the subsequent trading session following the 2nd Session during which

trading in the Shares is permitted on the Stock Exchange with no limitation imposed for a

continuous period of at least 1 hour notwithstanding the existence or continuance of a Market

Disruption Event in such postponed trading session, unless the Issuer determines in its good faith

that each trading session on each of the four Trading Days immediately following the date on

which the Mandatory Call Event occurs does not contain any continuous period of 1 hour or more

than 1 hour during which trading in the Shares is permitted on the Stock Exchange with no

limitation imposed. In that case:

(a) the period commencing from the 1st Session up to, and including, the last trading session on

the Stock Exchange of the fourth Trading Day immediately following the date on which the

Mandatory Call Event occurs shall be deemed to be the MCE Valuation Period; and

(b) the Issuer shall determine the Maximum Trade Price or the Minimum Trade Price (as the case

may be) having regard to the then prevailing market conditions, the last reported Spot Price

and such other factors as the Issuer may determine to be relevant in its good faith.

For the avoidance of doubt, all Spot Prices available throughout the extended MCE Valuation

Period shall be taken into account to determine the Maximum Trade Price or the Minimum Trade

Price (as the case may be) for the calculation of the Residual Value.

For the purposes of this definition,

(i) the pre-opening session, the morning session and, in the case of half day trading, the closing

auction session (if applicable) of the same day; and

(ii) the afternoon session and the closing auction session (if applicable) of the same day,

shall each be considered as one trading session only;
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‘‘Minimum Trade Price’’ means the lowest Spot Price of the Shares (subject to any adjustments

to such Spot Prices as may be necessary to reflect any event as contemplated in Product Condition

3 such as capitalisation, rights issue, distribution or the like) during the MCE Valuation Period;

‘‘Observation Commencement Date’’ means the date specified as such in the relevant Launch

Announcement and Supplemental Listing Document;

‘‘Observation Period’’ means the period commencing from and including the Observation

Commencement Date up to and including the close of trading (Hong Kong time) on the Trading

Day immediately preceding the Expiry Date;

‘‘Post MCE Trades’’ has the meaning given to it in the relevant Launch Announcement and

Supplemental Listing Document, subject to such modification and amendment prescribed by the

Stock Exchange from time to time;

‘‘Product Conditions’’ means these product terms and conditions. These Product Conditions apply

to each series of cash settled CBBCs over single equities;

‘‘Residual Value’’ means, in respect of every Board Lot, an amount calculated by the Issuer in

accordance with the following formula:

(a) in the case of a series of bull CBBCs:

Residual Value

per Board Lot
=

Entitlement × (Minimum Trade Price – Strike Price) × one Board Lot

Number of CBBC(s) per Entitlement

(b) in the case of a series of bear CBBCs:

Residual Value

per Board Lot
=

Entitlement × (Strike Price – Maximum Trade Price) × one Board Lot

Number of CBBC(s) per Entitlement

‘‘Settlement Date’’ means the third CCASS Settlement Day after (i) the end of the MCE Valuation

Period or (ii) the later of: (a) the Expiry Date; and (b) the day on which the Closing Price is

determined in accordance with the Conditions (as the case may be);

‘‘Share’’ means the share specified as such in the relevant Launch Announcement and

Supplemental Listing Document;
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‘‘Spot Price’’ means:

(a) in respect of a continuous trading session of the Stock Exchange, the price per Share

concluded by means of automatic order matching on the Stock Exchange as reported in the

official real-time dissemination mechanism for the Stock Exchange during such continuous

trading session in accordance with the Trading Rules, excluding direct business (as defined in

the Trading Rules); and

(b) in respect of a pre-opening session or a closing auction session (if applicable) of the Stock

Exchange (as the case may be), the final Indicative Equilibrium Price (as defined in the

Trading Rules) of the Share (if any) calculated at the end of the pre-order matching period of

such pre-opening session or closing auction session (if applicable), as the case may be, in

accordance with the Trading Rules, excluding direct business (as defined in the Trading

Rules),

subject to such modification and amendment prescribed by the Stock Exchange from time to time.

‘‘Strike Price’’ means the price specified as such in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

‘‘Trading Day’’ means any day on which the Stock Exchange is scheduled to open for trading for

its regular trading sessions;

‘‘Trading Rules’’ means the Rules and Regulations of the Exchange prescribed by the Stock

Exchange from time to time; and

‘‘Valuation Date’’ means the Trading Day immediately preceding the Expiry Date provided if, in

the determination of the Issuer, a Market Disruption Event has occurred on that day, the Valuation

Date shall be postponed until the first succeeding Trading Day on which the Issuer determines that

there is no Market Disruption Event, unless the Issuer determines that there is a Market Disruption

Event occurring on each of the four Trading Days immediately following the original date which

(but for the Market Disruption Event) would have been the Valuation Date. In that case:

(a) the fourth Trading Day immediately following the original date shall be deemed to be the

Valuation Date notwithstanding the Market Disruption Event; and

(b) the Issuer shall determine the Closing Price having regard to the then prevailing market

conditions, the last reported trading price of the Share on the Stock Exchange and such other

factors as the Issuer determines to be relevant.
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2. Exercise of CBBCs

2.1 Exercise of CBBCs in Board Lots

CBBCs may only be exercised in Board Lots or integral multiples thereof.

2.2 Automatic exercise

If no Mandatory Call Event has occurred during the Observation Period, the CBBCs will be

deemed to be automatically exercised on the Expiry Date if the Cash Settlement Amount is

positive. Any CBBC which has not been automatically exercised in accordance with this Product

Condition 2.2 shall expire immediately without value thereafter and all rights of the Holder and

obligations of the Issuer with respect to such CBBC shall cease.

2.3 Mandatory Call Event

(a) Subject to Product Condition 2.3(b) below, following a Mandatory Call Event, the CBBCs

will be terminated automatically and the Issuer shall have no further obligation under the

CBBCs except for the payment of the Cash Settlement Amount (if any) on the relevant

Settlement Date. The Issuer will notify the Holders of the occurrence of the Mandatory Call

Event in accordance with General Condition 7. Trading in the CBBCs will be suspended

immediately upon the occurrence of a Mandatory Call Event and any Post MCE Trades will

be cancelled and will not be recognised by the Stock Exchange or the Issuer.

(b) A Mandatory Call Event is irrevocable unless it is triggered as a result of any of the

following events:

(i) system malfunction or other technical errors of Hong Kong Exchanges and Clearing

Limited and such event is reported by the Stock Exchange to the Issuer and the Issuer

and the Stock Exchange mutually agree that such Mandatory Call Event is to be

revoked; or

(ii) manifest errors caused by the relevant third party where applicable and such event is

reported by the Issuer to the Stock Exchange, and the Issuer and the Stock Exchange

mutually agree that such Mandatory Call Event is to be revoked;

in each case, such mutual agreement must be reached no later than 30 minutes before the

commencement of trading (including the pre-opening session) (Hong Kong time) on the

Trading Day of the Stock Exchange immediately following the day on which the Mandatory

Call Event occurs, or such other time as prescribed by the Stock Exchange from time to time.

In both cases, the Mandatory Call Event so triggered will be reversed; and all cancelled

trades (if any) will be reinstated and trading of the CBBCs will resume as soon as practicable

in accordance with the rules and/or requirements prescribed by the Stock Exchange from time

to time.

2.4 Entitlement

Every Board Lot of CBBCs entitles the Holder to receive from the Issuer on the Settlement Date

the Cash Settlement Amount (if any).
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2.5 Cancellation

Upon early expiration of the CBBCs at the occurrence of a Mandatory Call Event or an automatic

exercise of the CBBCs on the Expiry Date, the Issuer will, with effect from the first Business Day

following the MCE Valuation Period or the Expiry Date (as the case may be) remove the name of

the Holder from the Register in respect of the number of CBBCs which have expired or exercised

(as the case may be) and thereby cancel the relevant CBBCs and if applicable, the Global

Certificate.

2.6 Exercise Expenses

Any Exercise Expenses which are not determined by the Issuer by the end of the MCE Valuation

Period or the Expiry Date (as the case may be) and deducted from the Cash Settlement Amount

prior to delivery to the Holder in accordance with this Product Condition 2, shall be notified by

the Issuer to the Holder as soon as practicable after determination thereof and shall be paid by the

Holder to the Issuer immediately upon demand.

2.7 Cash Settlement

Upon early termination of the CBBCs following the occurrence of a Mandatory Call Event or an

automatic exercise of the CBBCs on the Expiry Date (as the case may be), the Issuer will, in

respect of every Board Lot, pay the Cash Settlement Amount minus the determined Exercise

Expenses to the relevant Holder. If the Cash Settlement Amount is equal to or less than the

determined Exercise Expenses, no amount is payable.

The Cash Settlement Amount minus the determined Exercise Expenses shall be despatched no later

than the Settlement Date by crediting that amount in accordance with the CCASS Rules, to the

Designated Bank Account.

If as a result of a Settlement Disruption Event, it is not possible for the Issuer to procure payment

electronically through CCASS by crediting the relevant Designated Bank Account of the Holder on

the original Settlement Date, the Issuer shall use its reasonable endeavours to procure payment

electronically through CCASS by crediting the relevant Designated Bank Account of the Holder as

soon as reasonably practicable after the original Settlement Date. The Issuer will not be liable to

the Holder for any interest in respect of the amount due or any loss or damage that such Holder

may suffer as a result of the existence of the Settlement Disruption Event.

2.8 Responsibility of Issuer

The Issuer or its agents shall not have any responsibility for any errors or omissions in the

calculation and dissemination of any variables published by a third party and used in any

calculation made pursuant to these Conditions or in the calculation of the Cash Settlement Amount

arising from such errors or omissions. The purchase of CBBCs does not confer on any Holder of

such CBBCs any rights (whether in respect of voting, distributions or otherwise) in relation to the

Shares.
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2.9 Liability of Issuer

Exercise and settlement of the CBBCs is subject to all applicable laws, rules, regulations and

guidelines in force at the relevant time and the Issuer shall not incur any liability whatsoever if it

is unable to effect the transactions contemplated, after using all reasonable efforts, as a result of

any such laws, rules, regulations or guidelines. The Issuer shall not under any circumstances be

liable for any acts or defaults of the CCASS in relation to the performance of its duties in relation

to the CBBCs.

2.10 Trading

Subject to Product Condition 2.3(b), trading in CBBCs on the Stock Exchange shall cease:

(a) immediately upon the occurrence of a Mandatory Call Event; or

(b) at the close of trading for the Trading Day immediately preceding the Expiry Date (for the

avoidance of doubt, in the case when the Stock Exchange is scheduled to open for the

morning session only, at the close of trading for the morning session),

whichever is the earlier.

3. Adjustments

3.1 Rights Issues

If and whenever the Company shall, by way of Rights (as defined below), offer new Shares for

subscription at a fixed subscription price to the holders of existing Shares pro rata to existing

holdings (a ‘‘Rights Offer’’), the Entitlement shall be adjusted to take effect on the Business Day

on which trading in the Shares becomes ex-entitlement (‘‘Rights Issue Adjustment Date’’) in

accordance with the following formula:

Adjusted Entitlement = Adjustment Component × E

Where:

Adjustment Component =
1 + M

1 + (R/S) × M

E: Existing Entitlement immediately prior to the Rights Offer

S: Cum-Rights Share price being the closing price of an existing Share as derived from the daily

quotation sheet of the Stock Exchange on the last Business Day on which the Shares are

traded on a Cum-Rights basis

R: Subscription price per new Share specified in the Rights Offer plus an amount equal to any

dividends or other benefits foregone to exercise the Rights

M: Number of new Share(s) (whether a whole or a fraction) per existing Share each holder

thereof is entitled to subscribe,
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provided that if the above formula would result in an adjustment to the Entitlement which would

amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no

adjustment will be made. In addition, the Issuer shall adjust the Strike Price and the Call Price

(both of which shall be rounded to the nearest 0.001) by the reciprocal of the Adjustment

Component, where the reciprocal of the Adjustment Component means one divided by the relevant

Adjustment Component. The adjustment to the Strike Price and the Call Price shall take effect on

the Rights Issue Adjustment Date.

For the purposes of these Product Conditions:

‘‘Rights’’ means the right(s) attached to each existing Share or needed to acquire one new Share

(as the case may be) which are given to the holders of existing Shares to subscribe at a fixed

subscription price for new Shares pursuant to the Rights Offer (whether by the exercise of one

Right, a part of a Right or an aggregate number of Rights).

3.2 Bonus Issues

If and whenever the Company shall make an issue of Shares credited as fully paid to the holders of

Shares generally by way of capitalisation of profits or reserves (other than pursuant to a scrip

dividend or similar scheme for the time being operated by the Company or otherwise in lieu of a

cash dividend and without any payment or other consideration being made or given by such

holders) (a ‘‘Bonus Issue’’) the Entitlement shall be adjusted to take effect on the Business Day on

which trading in the Shares becomes ex-entitlement (‘‘Bonus Issue Adjustment Date’’) in

accordance with the following formula:

Adjusted Entitlement = Adjustment Component × E

Where:

Adjustment Component = 1 + N

E: Existing Entitlement immediately prior to the Bonus Issue

N: Number of additional Shares (whether a whole or a fraction) received by a holder of Shares

for each Share held prior to the Bonus Issue,

provided that if the above formula would result in an adjustment to the Entitlement which would

amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no

adjustment will be made. In addition, the Issuer shall adjust the Strike Price and the Call Price

(both of which shall be rounded to the nearest 0.001) by the reciprocal of the Adjustment

Component, where the reciprocal of the Adjustment Component means one divided by the relevant

Adjustment Component. The adjustment to the Strike Price and the Call Price shall take effect on

the Bonus Issue Adjustment Date.
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3.3 Subdivisions and Consolidations

If and whenever the Company shall subdivide its Shares or any class of its outstanding share

capital comprised of the Shares into a greater number of shares (a ‘‘Subdivision’’) or consolidate

the Shares or any class of its outstanding share capital comprised of the Shares into a smaller

number of shares (a ‘‘Consolidation’’), then:

(a) in the case of a Subdivision, the Entitlement in effect immediately prior thereto will be

increased whereas the Strike Price and the Call Price (both of which shall be rounded to the

nearest 0.001) will be decreased in the same ratio as the Subdivision; and

(b) in the case of a Consolidation, the Entitlement in effect immediately prior thereto will be

decreased whereas the Strike Price and the Call Price (both of which shall be rounded to the

nearest 0.001) will be increased in the same ratio as the Consolidation,

in each case on the day on which the Subdivision or Consolidation (as the case may be) takes

effect.

3.4 Restructuring Events

If it is announced that the Company is to or may merge or consolidate with or into any other

corporation (including becoming, by agreement or otherwise, a subsidiary of or controlled by any

person or corporation) (except where the Company is the surviving corporation in a merger) or that

it is to or may sell or transfer all or substantially all of its assets, the rights attaching to the CBBCs

may in the absolute discretion of the Issuer be amended no later than the Business Day preceding

the consummation of such merger, consolidation, sale or transfer (each a ‘‘Restructuring Event’’)
(as determined by the Issuer in its absolute discretion) so that the CBBCs shall, after such

Restructuring Event, relate to the number of shares of the corporation(s) resulting from or

surviving such Restructuring Event or other securities (‘‘Substituted Securities’’) and/or cash

offered in substitution for the affected Shares, as the case may be, to which the holder of such

number of Shares to which the CBBCs related immediately before such Restructuring Event would

have been entitled upon such Restructuring Event and thereafter the provisions hereof shall apply

to such Substituted Securities, provided that any Substituted Securities may, in the absolute

discretion of the Issuer, be deemed to be replaced by an amount in the relevant currency equal to

the market value or, if no market value is available, fair value, of such Substituted Securities in

each case as determined by the Issuer as soon as practicable after such Restructuring Event is

effected. For the avoidance of doubt, any remaining Shares shall not be affected by this paragraph

and, where cash is offered in substitution for Shares or is deemed to replace Substituted Securities

as described above, references in these Product Conditions to the Shares shall include any such

cash.
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3.5 Cash Distribution

No adjustment will be made for an ordinary cash dividend (whether or not it is offered with a scrip

alternative) (‘‘Ordinary Dividend’’). For any other forms of cash distribution (‘‘Cash
Distribution’’) announced by the Company, such as a cash bonus, special dividend or

extraordinary dividend, no adjustment will be made unless the value of the Cash Distribution

accounts for 2 per cent. or more of the Share’s closing price on the day of announcement by the

Company.

If and whenever the Company shall make a Cash Distribution credited as fully paid to the holders

of Shares generally, the Entitlement shall be adjusted to take effect on the Business Day on which

trading in the Shares becomes ex-entitlement in respect of the relevant Cash Distribution (‘‘Cash
Distribution Adjustment Date’’) in accordance with the following formula:

Adjusted Entitlement = Adjustment Component × E

Where:

Adjustment Component =
S – OD

S – OD – CD

E: The existing Entitlement immediately prior to the Cash Distribution

S: The closing price of the existing Share as derived from the daily quotation sheet of the Stock

Exchange on the Business Day immediately preceding the Cash Distribution Adjustment Date

CD: The amount of Cash Distribution per Share

OD: The amount of Ordinary Dividend per Share, provided that the Ordinary Dividend and the

Cash Distribution shall have the same ex-entitlement date. For the avoidance of doubt, the

OD shall be deemed to be zero if the ex-entitlement dates of the relevant Ordinary Dividend

and Cash Distribution are different

In addition, the Issuer shall adjust the Strike Price and the Call Price (both of which shall be

rounded to the nearest 0.001) by the reciprocal of the Adjustment Component, where the reciprocal

of the Adjustment Component means one divided by the relevant Adjustment Component. The

adjustment to the Strike Price and the Call Price shall take effect on the Cash Distribution

Adjustment Date.
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3.6 Other Adjustments

Without prejudice to and notwithstanding any prior adjustment(s) made pursuant to the applicable

Conditions, the Issuer may (but shall not be obliged to) make such other adjustments to the terms

and conditions of the CBBCs as appropriate where any event (including the events as contemplated

in the applicable Conditions) occurs and irrespective of, in substitution for, or in addition to the

provisions contemplated in the applicable Conditions, provided that such adjustment is:

(a) not materially prejudicial to the interests of the Holders generally (without considering the

circumstances of any individual Holder or the tax or other consequences of such adjustment

in any particular jurisdiction); or

(b) determined by the Issuer in good faith to be appropriate and commercially reasonable.

3.7 Notice of Determinations

All determinations made by the Issuer pursuant hereto will be conclusive and binding on the

Holders. The Issuer will give, or procure that there is given, notice as soon as practicable of any

adjustment or amendment and of the date from which such adjustment or amendment is effective

by publication in accordance with General Condition 7.

4. Liquidation

In the event of a liquidation or dissolution of the Company or the appointment of a liquidator,

receiver or administrator or analogous person under any applicable law in respect of the whole or

substantially the whole of its undertaking, property or assets, all unexercised CBBCs will lapse and

shall cease to be valid for any purpose. In the case of voluntary liquidation, the unexercised

CBBCs will lapse and shall cease to be valid on the effective date of the relevant resolution and, in

the case of an involuntary liquidation or dissolution, on the date of the relevant court order or, in

the case of the appointment of a liquidator or receiver or administrator or analogous person under

any applicable law in respect of the whole or substantially the whole of its undertaking, property

or assets, on the date when such appointment is effective but subject (in any such case) to any

contrary mandatory requirement of the applicable law.

– 67 –



5. Delisting

5.1 Adjustments following delisting

If at any time the Shares cease to be listed on the Stock Exchange, the Issuer shall give effect to

these Conditions in such manner and make such adjustments and amendments to the rights

attaching to the CBBCs as it shall, in its absolute discretion, consider appropriate to ensure, so far

as it is reasonably able to do so, that the interests of the Holders generally are not materially

prejudiced as a consequence of such delisting (without considering the circumstances of any

individual Holder or the tax or other consequences that may result in any particular jurisdiction).

5.2 Listing on another exchange

Without prejudice to the generality of Product Condition 5.1, where the Shares are, or, upon the

delisting, become, listed on any other stock exchange, the Conditions may, in the absolute

discretion of the Issuer, be amended to the extent necessary to allow for the substitution of that

other stock exchange in place of the Stock Exchange and the Issuer may, without the consent of

the Holders, make such adjustments to the entitlements of the Holders on exercise (including, if

appropriate, by converting foreign currency amounts at prevailing market rates into the relevant

currency) as may be appropriate in the circumstances.

5.3 Adjustments binding

The Issuer shall determine, in its absolute discretion, any adjustment or amendment and its

determination shall be conclusive and binding on the Holders save in the case of manifest error.

Notice of any adjustments or amendments shall be given to the Holders in accordance with General

Condition 7 as soon as practicable after they are determined.
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PART B

PRODUCT CONDITIONS OF CASH SETTLED CALLABLE BULL/BEAR
CONTRACTS OVER AN INDEX

These Product Conditions will, together with the General Conditions and the supplemental terms and

conditions contained in the relevant Launch Announcement and Supplemental Listing Document and

subject to completion and amendment, be endorsed on the Global Certificate. The relevant Launch

Announcement and Supplemental Listing Document in relation to the issue of any series of CBBCs may

specify additional terms and conditions which shall, to the extent so specified or to the extent they are

inconsistent with these Product Conditions, replace or modify these Product Conditions for the purpose

of such series of CBBCs.

1. Definitions

For the purposes of these Product Conditions:

‘‘Call Level’’ means the level specified as such in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

‘‘Cash Settlement Amount’’ means, in respect of every Board Lot, an amount calculated by the

Issuer in accordance with the following formula (and, if appropriate, either (I) converted (if

applicable) into the Settlement Currency at the Exchange Rate or, as the case may be, (II)

converted into the Interim Currency at the First Exchange Rate and then (if applicable) converted

into Settlement Currency at the Second Exchange Rate):

(a) following a Mandatory Call Event:

(i) in the case of a series of Category R CBBCs, the Residual Value; or

(ii) in the case of a series of Category N CBBCs, zero; and

(b) at expiry:

(i) in the case of a series of bull CBBCs:

Cash Settlement

Amount per

Board Lot

=

(Closing Level – Strike Level) × Index Currency Amount

× one Board Lot

Divisor

(ii) in the case of a series of bear CBBCs:

Cash Settlement

Amount per

Board Lot

=

(Strike Level – Closing Level) × Index Currency Amount

× one Board Lot

Divisor
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For the avoidance of doubt, if the Cash Settlement Amount is a negative figure, it shall be deemed

to be zero;

‘‘Category N CBBCs’’ means a series of CBBCs where the Call Level is equal to the Strike Level;

‘‘Category R CBBCs’’ means a series of CBBCs where the Call Level is different from the Strike

Level;

‘‘Closing Level’’ has the meaning given to it in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

‘‘Divisor’’ means the number specified as such in the relevant Launch Announcement and

Supplemental Listing Document;

‘‘Exchange Rate’’ means the rate specified as such in the relevant Launch Announcement and

Supplemental Listing Document;

‘‘First Exchange Rate’’ means the rate specified as such in the relevant Launch Announcement

and Supplemental Listing Document;

‘‘General Conditions’’ means the general terms and conditions of Structured Products set out in

Appendix 1 of the Base Listing Document;

‘‘Index’’ means the index specified as such in the relevant Launch Announcement and

Supplemental Listing Document;

‘‘Index Business Day’’ means a day on which the Index Exchange is scheduled to open for trading

for its regular trading sessions;

‘‘Index Compiler’’ has the meaning given to it in the relevant Launch Announcement and

Supplemental Listing Document;

‘‘Index Currency Amount’’ has the meaning given to it in the relevant Launch Announcement

and Supplemental Listing Document;

‘‘Index Exchange’’ means the index exchange specified as such in the relevant Launch

Announcement and Supplemental Listing Document;

‘‘Interim Currency’’ means the currency specified as such in the relevant Launch Announcement

and Supplemental Listing Document;
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‘‘Mandatory Call Event’’ occurs if the Spot Level is:

(a) in the case of a series of bull CBBCs, at or below the Call Level; or

(b) in the case of a series of bear CBBCs, at or above the Call Level,

at any time during an Index Business Day in the Observation Period;

‘‘Market Disruption Event’’ means:

(a) the occurrence or existence, on any Trading Day or Index Business Day during the one-half

hour period that ends at the close of trading on the Index Exchange, of any of:

(i) the suspension or material limitation of the trading of a material number of constituent

securities that comprise the Index;

(ii) the suspension or material limitation of the trading of options or futures contracts

relating to the Index on any exchanges on which such contract are traded; or

(iii) the imposition of any exchange controls in respect of any currencies involved in

determining the Cash Settlement Amount.

For the purposes of this definition:

(1) the limitation of the number of hours or days of trading will not constitute a Market

Disruption Event if it results from an announced change in the regular business hours of

any relevant exchange, and

(2) a limitation on trading imposed by reason of the movements in price exceeding the

levels permitted by any relevant exchange will constitute a Market Disruption Event; or

(b) where the Index Exchange is the Stock Exchange, the issuance of the tropical cyclone

warning signal number 8 or above or the issuance of a ‘‘BLACK’’ rainstorm signal on any

day which either:

(i) results in the Stock Exchange being closed for trading for the entire day; or

(ii) results in the Stock Exchange being closed prior to its regular time for close of trading

for the relevant day (for the avoidance of doubt, in the case when the Stock Exchange

is scheduled to open for the morning trading session only, closed prior to its regular

time for close of trading for the morning session),

PROVIDED THAT there shall be no Market Disruption Event solely by reason of the Stock

Exchange opening for trading later than its regular time for opening of trading on any day as

a result of the tropical cyclone warning signal number 8 or above or the ‘‘BLACK’’ rainstorm

signal have been issued;
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(c) a limitation or closure of the Index Exchange due to any unforeseen circumstances; or

(d) any circumstances beyond the control of the Issuer in which the Closing Level or, if

applicable, the Exchange Rate, the First Exchange Rate or the Second Exchange Rate (as the

case may be) cannot be determined by the Issuer in the manner set out in these Conditions or

in such other manner as the Issuer considers appropriate at such time after taking into

account all the relevant circumstances;

‘‘Maximum Index Level’’ means the highest Spot Level during the MCE Valuation Period;

‘‘MCE Valuation Period’’ means the period commencing from and including the moment upon

which the Mandatory Call Event occurs (the trading session on the Index Exchange during which

the Mandatory Call Event occurs is the ‘‘1st Session’’) and up to the end of the trading session on

the Index Exchange immediately following the 1st Session (‘‘2nd Session’’) unless, in the

determination of the Issuer in its good faith, the 2nd Session for any reason (including, without

limitation, a Market Disruption Event occurring and subsisting in the 2nd Session) does not

contain any continuous period of 1 hour or more than 1 hour during which the Spot Levels are

available, the MCE Valuation Period shall be extended to the end of the subsequent trading session

on the Index Exchange following the 2nd Session during which Spot Levels are available for a

continuous period of at least 1 hour notwithstanding the existence or continuance of a Market

Disruption Event in such postponed trading session, unless the Issuer determines in its good faith

that each trading session on each of the four Index Business Days immediately following the date

on which the Mandatory Call Event occurs does not contain any continuous period of 1 hour or

more than 1 hour during which Spot Levels are available. In that case:

(a) the period commencing from the 1st Session up to, and including, the last trading session of

the fourth Index Business Day on the Index Exchange immediately following the date on

which the Mandatory Call Event occurs shall be deemed to be the MCE Valuation Period;

and

(b) the Issuer shall determine the Maximum Index Level or the Minimum Index Level (as the

case may be) having regard to the then prevailing market conditions, the last reported Spot

Level of the Index and such other factors as the Issuer may determine to be relevant in its

good faith.

For the avoidance of doubt, all Spot Levels available throughout the extended MCE Valuation

Period shall be taken into account to determine the Maximum Index Level or the Minimum Index

Level (as the case may be) for the calculation of the Residual Value.

For the purposes of this definition,

(i) the pre-opening session, the morning session and, in the case of half day trading, the closing

auction session (if applicable) of the same day; and

(ii) the afternoon session and the closing auction session (if applicable) of the same day,

shall each be considered as one trading session only;
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‘‘Minimum Index Level’’ means the lowest Spot Level during the MCE Valuation Period;

‘‘Observation Commencement Date’’ means the date specified as such in the relevant Launch

Announcement and Supplemental Listing Document;

‘‘Observation Period’’ means the period commencing from and including the Observation

Commencement Date up to and including the close of trading (Hong Kong time) on the Trading

Day immediately preceding the Expiry Date;

‘‘Post MCE Trades’’ has the meaning given to it in the relevant Launch Announcement and

Supplemental Listing Document, subject to such modification and amendment prescribed by the

Stock Exchange from time to time;

‘‘Price Source’’, if applicable, has the meaning given to it in the relevant Launch Announcement

and Supplemental Listing Document;

‘‘Product Conditions’’ means these product terms and conditions. These Product Conditions apply

to each series of cash settled CBBCs over an index;

‘‘Residual Value’’ means, in respect of every Board Lot, an amount calculated by the Issuer in

accordance with the following formula (and, if appropriate, either (I) converted (if applicable) into

the Settlement Currency at the Exchange Rate or, as the case may be, (II) converted into the

Interim Currency at the First Exchange Rate and then (if applicable) converted into Settlement

Currency at the Second Exchange Rate):

(a) In the case of a series of bull CBBCs:

Residual Value

per Board Lot
=

(Minimum Index Level – Strike Level) × one Board Lot ×

Index Currency Amount

Divisor

(b) In the case of a series of bear CBBCs:

Residual Value

per Board Lot
=

(Strike Level – Maximum Index Level) × one Board Lot ×

Index Currency Amount

Divisor

‘‘Second Exchange Rate’’ means the rate specified as such in the relevant Launch Announcement

and Supplemental Listing Document;

‘‘Settlement Date’’ means the third CCASS Settlement Day after (i) the end of the MCE Valuation

Period or (ii) the later of: (a) the Expiry Date; and (b) the day on which the Closing Level is

determined in accordance with the Conditions (as the case may be);
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‘‘Spot Level’’ means:

(a) if no Price Source is specified, the spot level of the Index as compiled and published by the

Index Compiler; or

(b) if a Price Source is specified, the spot level of the Index as published on the Price Source;

‘‘Strike Level’’ means the level specified as such in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

‘‘Trading Day’’ means any day on which the Stock Exchange is scheduled to open for trading for

its regular trading sessions; and

‘‘Valuation Date’’ means the date specified as such in the relevant Launch Announcement and

Supplemental Listing Document, provided that, if the Issuer determines, in its sole discretion, that

a Market Disruption Event has occurred on the Valuation Date, then the Issuer shall determine the

Closing Level on the basis of its good faith estimate of the Closing Level that would have

prevailed on that day but for the occurrence of the Market Disruption Event, provided that the

Issuer, if applicable, may, but shall not be obliged to, determine such Closing Level by having

regard to the manner in which futures contracts relating to the Index are calculated.

2. Exercise of CBBCs

2.1 Exercise of CBBCs in Board Lots

CBBCs may only be exercised in Board Lots or integral multiples thereof.

2.2 Automatic exercise

If no Mandatory Call Event has occurred during the Observation Period, the CBBCs will be

deemed to be automatically exercised on the Expiry Date if the Cash Settlement Amount is

positive. Any CBBC which has not been automatically exercised in accordance with this Product

Condition 2.2 shall expire immediately without value thereafter and all rights of the Holder and

obligations of the Issuer with respect to such CBBC shall cease.

2.3 Mandatory Call Event

(a) Subject to Product Condition 2.3(b) below, following a Mandatory Call Event, the CBBCs

will be terminated automatically and the Issuer shall have no further obligation under the

CBBCs except for the payment of the Cash Settlement Amount (if any) on the relevant

Settlement Date. The Issuer will notify the Holders of the occurrence of the Mandatory Call

Event in accordance with General Condition 7. Trading in the CBBCs will be suspended

immediately upon the occurrence of a Mandatory Call Event and any Post MCE Trades will

be cancelled and will not be recognised by the Stock Exchange or the Issuer.

(b) A Mandatory Call Event is irrevocable unless it is triggered as a result of any of the

following events:

(i) system malfunction or other technical errors of Hong Kong Exchanges and Clearing

Limited and such event is reported by the Stock Exchange to the Issuer and the Issuer

and the Stock Exchange mutually agree that such Mandatory Call Event is to be

revoked; or
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(ii) manifest errors caused by the relevant third party where applicable (such as

miscalculation of the index level by the Index Compiler) and such event is reported by

the Issuer to the Stock Exchange, and the Issuer and the Stock Exchange mutually agree

that such Mandatory Call Event is to be revoked;

in each case, such mutual agreement must be reached no later than 30 minutes before the

commencement of trading (including the pre-opening session) (Hong Kong time) on the

Trading Day of the Stock Exchange immediately following the day on which the Mandatory

Call Event occurs, or such other time as prescribed by the Stock Exchange from time to time.

In both cases, the Mandatory Call Event so triggered will be reversed; and all cancelled

trades (if any) will be reinstated and trading of the CBBCs will resume as soon as practicable

in accordance with the rules and/or requirements prescribed by the Stock Exchange from time

to time.

2.4 Entitlement

Every Board Lot of CBBCs entitles the Holder to receive from the Issuer on the Settlement Date

the Cash Settlement Amount (if any).

2.5 Cancellation

Upon early expiration of the CBBCs at the occurrence of a Mandatory Call Event or an automatic

exercise of the CBBCs on the Expiry Date, the Issuer will, with effect from the first Business Day

following the MCE Valuation Period or the Expiry Date (as the case may be) remove the name of

the Holder from the Register in respect of the number of CBBCs which have expired or exercised

(as the case may be) and thereby cancel the relevant CBBCs and if applicable, the Global

Certificate.

2.6 Exercise Expenses

Any Exercise Expenses which are not determined by the Issuer by the end of the MCE Valuation

Period or the Expiry Date (as the case may be) and deducted from the Cash Settlement Amount

prior to delivery to the Holder in accordance with this Product Condition 2, shall be notified by

the Issuer to the Holder as soon as practicable after determination thereof and shall be paid by the

Holder to the Issuer immediately upon demand.

2.7 Cash Settlement

Upon early termination of the CBBCs following the occurrence of a Mandatory Call Event or an

automatic exercise of the CBBCs on the Expiry Date (as the case may be), the Issuer will, in

respect of every Board Lot, pay the Cash Settlement Amount minus the determined Exercise

Expenses to the relevant Holder. If the Cash Settlement Amount is equal to or less than the

determined Exercise Expenses, no amount is payable.

The Cash Settlement Amount minus the determined Exercise Expenses shall be despatched no later

than the Settlement Date by crediting that amount in accordance with the CCASS Rules, to the

Designated Bank Account.
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If as a result of a Settlement Disruption Event, it is not possible for the Issuer to procure payment

electronically through CCASS by crediting the relevant Designated Bank Account of the Holder on

the original Settlement Date, the Issuer shall use its reasonable endeavours to procure payment

electronically through CCASS by crediting the relevant Designated Bank Account of the Holder as

soon as reasonably practicable after the original Settlement Date. The Issuer will not be liable to

the Holder for any interest in respect of the amount due or any loss or damage that such Holder

may suffer as a result of the existence of the Settlement Disruption Event.

2.8 Responsibility of Issuer

The Issuer or its agents shall not have any responsibility for any errors or omissions in the

calculation and dissemination of any variables published by a third party and used in any

calculation made pursuant to these Conditions or in the calculation of the Cash Settlement Amount

arising from such errors or omissions. The purchase of CBBCs does not confer on any Holder of

such CBBCs any rights (whether in respect of voting, distributions or otherwise) in relation to the

constituent securities comprising the Index.

2.9 Liability of Issuer

Exercise and settlement of the CBBCs is subject to all applicable laws, rules, regulations and

guidelines in force at the relevant time and the Issuer shall not incur any liability whatsoever if it

is unable to effect the transactions contemplated, after using all reasonable efforts, as a result of

any such laws, rules, regulations or guidelines. The Issuer shall not under any circumstances be

liable for any acts or defaults of the CCASS in relation to the performance of its duties in relation

to the CBBCs.

2.10 Trading

Subject to Product Condition 2.3(b), trading in CBBCs on the Stock Exchange shall cease:

(a) immediately upon the occurrence of a Mandatory Call Event; or

(b) at the close of trading for the Trading Day immediately preceding the Expiry Date (for the

avoidance of doubt, in the case when the Stock Exchange is scheduled to open for the

morning session only, at the close of trading for the morning session),

whichever is the earlier.

3. Adjustments

3.1 Successor Index Compiler Calculates and Reports Index

If the Index is:

(a) not calculated and announced by the Index Compiler but is calculated and published by a

successor to the Index Compiler (the ‘‘Successor Index Compiler’’) acceptable to the Issuer;

or

(b) replaced by a successor index using, in the determination of the Issuer, the same or a

substantially similar formula for and method of calculation as used in the calculation of the

Index,

then the Index will be deemed to be the index so calculated and announced by the Successor Index

Compiler or that successor index, as the case may be.
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3.2 Modification and Cessation of Calculation of Index

If:

(a) on or prior to the Valuation Date, the Index Compiler or (if applicable) the Successor Index

Compiler makes a material change in the formula for or the method of calculating the Index

or in any other way materially modifies the Index (other than a modification prescribed in

that formula or method to maintain the Index in the event of changes in constituent securities

and other routine events); or

(b) on the Valuation Date, the Index Compiler or (if applicable) the Successor Index Compiler

fails to calculate and publish the Index (other than as a result of a Market Disruption Event),

then the Issuer shall determine the Closing Level using, in lieu of a published level for the Index,

the level for the Index as of the Valuation Date as determined by the Issuer in accordance with the

formula for and method of calculating the Index last in effect prior to that change or failure, but

using only those securities that comprised the Index immediately prior to that change or failure

(other than those securities that have since ceased to be listed on the relevant exchange).

3.3 Other Adjustments

Without prejudice to and notwithstanding any prior adjustment(s) made pursuant to the applicable

Conditions, the Issuer may (but shall not be obliged to) make such other adjustments to the terms

and conditions of the CBBCs as appropriate where any event (including the events as contemplated

in the applicable Conditions) occurs and irrespective of, in substitution for, or in addition to the

provisions contemplated in the applicable Conditions, provided that such adjustment is:

(a) not materially prejudicial to the interests of the Holders generally (without considering the

circumstances of any individual Holder or the tax or other consequences of such adjustment

in any particular jurisdiction); or

(b) determined by the Issuer in good faith to be appropriate and commercially reasonable.

3.4 Notice of Determinations

All determinations made by the Issuer pursuant hereto will be conclusive and binding on the

Holders. The Issuer will give, or procure that there is given, notice as soon as practicable of any

adjustment or amendment and of the date from which such adjustment or amendment is effective

by publication in accordance with General Condition 7.
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PART C

PRODUCT CONDITIONS OF CASH SETTLED CALLABLE BULL/BEAR
CONTRACTS OVER SINGLE UNIT TRUSTS

These Product Conditions will, together with the General Conditions and the supplemental terms and

conditions contained in the relevant Launch Announcement and Supplemental Listing Document, and

subject to completion and amendment, be endorsed on the Global Certificate. The relevant Launch

Announcement and Supplemental Listing Document in relation to the issue of any series of CBBCs may

specify additional terms and conditions which shall, to the extent so specified or to the extent they are

inconsistent with these Product Conditions, replace or modify these Product Conditions for the purpose

of such series of CBBCs.

1. Definitions

For the purposes of these Product Conditions:

‘‘Call Price’’ means the price specified as such in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

‘‘Cash Settlement Amount’’ means, in respect of every Board Lot, an amount payable in the

Settlement Currency calculated by the Issuer in accordance with the following formula:

(a) following a Mandatory Call Event:

(i) in the case of a series of Category R CBBCs, the Residual Value; or

(ii) in the case of a series of Category N CBBCs, zero; and

(b) at expiry:

(i) in the case of a series of bull CBBCs:

Cash Settlement

Amount per

Board Lot

=

Entitlement × (Closing Price – Strike Price) × one Board Lot

Number of CBBC(s) per Entitlement

(ii) in the case of a series of bear CBBCs:

Cash Settlement

Amount per

Board Lot

=

Entitlement × (Strike Price – Closing Price) × one Board Lot

Number of CBBC(s) per Entitlement
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For the avoidance of doubt, if the Cash Settlement Amount is a negative figure, it shall be deemed

to be zero;

‘‘Category N CBBCs’’ means a series of CBBCs where the Call Price is equal to the Strike Price;

‘‘Category R CBBCs’’ means a series of CBBCs where the Call Price is different from the Strike

Price;

‘‘Closing Price’’ means the closing price of one Unit (as derived from the daily quotation sheet of

the Stock Exchange, subject to any adjustments to such closing price as may be necessary to

reflect any event as contemplated in Product Condition 3 such as capitalisation, rights issue,

distribution or the like) as of the Valuation Date;

‘‘Entitlement’’ means the number specified as such in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

‘‘General Conditions’’ means the general terms and conditions of Structured Products set out in

Appendix 1 of the Base Listing Document;

‘‘Mandatory Call Event’’ occurs if the Spot Price is:

(a) in the case of a series of bull CBBCs, at or below the Call Price; or

(b) in the case of a series of bear CBBCs, at or above the Call Price,

at any time during any Trading Day in the Observation Period;

‘‘Market Disruption Event’’ means:

(a) the occurrence or existence on any Trading Day during the one-half hour period that ends at

the close of trading of any suspension of or limitation imposed on trading (by reason of

movements in price exceeding limits permitted by the Stock Exchange or otherwise) on the

Stock Exchange in:

(i) the Units; or

(ii) any options or futures contracts relating to the Units if, in any such case, such

suspension or limitation is, in the determination of the Issuer, material;

(b) the issuance of the tropical cyclone warning signal number 8 or above or the issuance of a

‘‘BLACK’’ rainstorm on any day which either:

(i) results in the Stock Exchange being closed for trading for the entire day; or

(ii) results in the Stock Exchange being closed prior to its regular time for close of trading

for the relevant day (for the avoidance of doubt, in the case when the Stock Exchange

is scheduled to open for the morning trading session only, closed prior to its regular

time for close of trading for the morning session),

PROVIDED THAT there shall be no Market Disruption Event solely by reason of the Stock

Exchange opening for trading later than its regular time for opening of trading on any day as

a result of the tropical cyclone warning signal number 8 or above or the ‘‘BLACK’’ rainstorm

signal have been issued; or
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(c) a limitation or closure of the Stock Exchange due to any unforeseen circumstances;

‘‘Maximum Trade Price’’ means the highest Spot Price of the Units (subject to any adjustments

to such spot prices as may be necessary to reflect any event as contemplated in Product Condition

3 such as capitalisation, rights issue, distribution or the like) during the MCE Valuation Period;

‘‘MCE Valuation Period’’ means the period commencing from and including the moment upon

which the Mandatory Call Event occurs (the trading session on the Stock Exchange during which

the Mandatory Call Event occurs is the ‘‘1st Session’’) and up to the end of the trading session on

the Stock Exchange immediately following the 1st Session (‘‘2nd Session’’) unless, in the

determination of the Issuer in its good faith, the 2nd Session for any reason (including, without

limitation, a Market Disruption Event occurring and subsisting in the 2nd Session) does not

contain any continuous period of 1 hour or more than 1 hour during which trading in the Units is

permitted on the Stock Exchange with no limitation imposed, the MCE Valuation Period shall be

extended to the end of the subsequent trading session following the 2nd Session during which

trading in the Units is permitted on the Stock Exchange with no limitation imposed for a

continuous period of at least 1 hour notwithstanding the existence or continuance of a Market

Disruption Event in such postponed trading session, unless the Issuer determines in its good faith

that each trading session on each of the four Trading Days immediately following the date on

which the Mandatory Call Event occurs does not contain any continuous period of 1 hour or more

than 1 hour during which trading in the Units is permitted on the Stock Exchange with no

limitation imposed. In that case:

(a) the period commencing from the 1st Session up to, and including, the last trading session on

the Stock Exchange of the fourth Trading Day immediately following the date on which the

Mandatory Call Event occurs shall be deemed to be the MCE Valuation Period; and

(b) the Issuer shall determine the Maximum Trade Price or the Minimum Trade Price (as the case

may be) having regard to the then prevailing market conditions, the last reported Spot Price

and such other factors as the Issuer may determine to be relevant in its good faith.

For the avoidance of doubt, all Spot Prices available throughout the extended MCE Valuation

Period shall be taken into account to determine the Maximum Trade Price or the Minimum Trade

Price (as the case may be) for the calculation of the Residual Value.

For the purposes of this definition,

(i) the pre-opening session, the morning session and, in the case of half day trading, the closing

auction session (if applicable) of the same day; and

(ii) the afternoon session and the closing auction session (if applicable) of the same day,

shall each be considered as one trading session only;
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‘‘Minimum Trade Price’’ means the lowest Spot Price of the Units (subject to any adjustments to

such spot prices as may be necessary to reflect any event as contemplated in Product Condition 3

such as capitalisation, rights issue, distribution or the like) during the MCE Valuation Period;

‘‘Observation Commencement Date’’ means the date specified as such in the relevant Launch

Announcement and Supplemental Listing Document;

‘‘Observation Period’’ means the period commencing from and including the Observation

Commencement Date up to and including the close of trading (Hong Kong time) on the Trading

Day immediately preceding the Expiry Date;

‘‘Post MCE Trades’’ has the meaning given to it in the relevant Launch Announcement and

Supplemental Listing Document, subject to such modification and amendment prescribed by the

Stock Exchange from time to time;

‘‘Product Conditions’’ means these product terms and conditions. These Product Conditions apply

to each series of cash settled CBBCs over single unit trusts;

‘‘Residual Value’’ means, in respect of every Board Lot, an amount calculated by the Issuer in

accordance with the following formula:

(a) in the case of a series of bull CBBCs:

Residual Value

per Board Lot
=

Entitlement × (Minimum Trade Price – Strike Price) × one Board Lot

Number of CBBC(s) per Entitlement

(b) in the case of a series of bear CBBCs:

Residual Value

per Board Lot
=

Entitlement × (Strike Price – Maximum Trade Price) × one Board Lot

Number of CBBC(s) per Entitlement

‘‘Settlement Date’’ means the third CCASS Settlement Day after: (a) the end of the MCE

Valuation Period; or (b) the later of: (i) the Expiry Date; and (ii) the day on which the Closing

Price is determined in accordance with the Conditions (as the case may be);

‘‘Spot Price’’ means:

(a) in respect of a continuous trading session of the Stock Exchange, the price per Unit

concluded by means of automatic order matching on the Stock Exchange as reported in the

official real-time dissemination mechanism for the Stock Exchange during such continuous

trading session in accordance with the Trading Rules, excluding direct business (as defined in

the Trading Rules); and

(b) in respect of a pre-opening session or a closing auction session (if applicable) of the Stock

Exchange (as the case may be), the final Indicative Equilibrium Price (as defined in the

Trading Rules) of the Unit (if any) calculated at the end of the pre-order matching period of

such pre-opening session or closing auction session (if applicable), as the case may be, in

accordance with the Trading Rules, excluding direct business (as defined in the Trading

Rules),

subject to such modification and amendment prescribed by the Stock Exchange from time to time.
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‘‘Strike Price’’ means the price specified as such in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

‘‘Trading Day’’ means any day on which the Stock Exchange is scheduled to open for trading for

its regular trading sessions;

‘‘Trading Rules’’ means the Rules and Regulations of the Exchange prescribed by the Stock

Exchange from time to time;

‘‘Trust’’ means the trust specified as such in the relevant Launch Announcement and Supplemental

Listing Document;

‘‘Unit’’ means the unit specified as such in the relevant Launch Announcement and Supplemental

Listing Document; and

‘‘Valuation Date’’ means the Trading Day immediately preceding the Expiry Date provided that if,

in the determination of the Issuer, a Market Disruption Event has occurred on that day, the

Valuation Date shall be postponed until the first succeeding Trading Day on which the Issuer

determines that there is no Market Disruption Event, unless the Issuer determines that there is a

Market Disruption Event occurring on each of the four Trading Days immediately following the

original date which (but for the Market Disruption Event) would have been the Valuation Date. In

that case:

(a) the fourth Trading Day immediately following the original date shall be deemed to be the

Valuation Date notwithstanding the Market Disruption Event; and

(b) the Issuer shall determine the Closing Price having regard to the then prevailing market

conditions, the last reported trading price of the Unit on the Stock Exchange and such other

factors as the Issuer determines to be relevant.

2. Exercise of CBBCs

2.1 Exercise of CBBCs in Board Lots

CBBCs may only be exercised in Board Lots or integral multiples thereof.

2.2 Automatic exercise

If no Mandatory Call Event has occurred during the Observation Period, the CBBCs will be

deemed to be automatically exercised on the Expiry Date if the Cash Settlement Amount is

positive. Any CBBC which has not been automatically exercised in accordance with this Product

Condition 2.2 shall expire immediately without value thereafter and all rights of the Holder and

obligations of the Issuer with respect to such CBBC shall cease.
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2.3 Mandatory Call Event

(a) Subject to Product Condition 2.3(b) below, following a Mandatory Call Event, the CBBCs

will be terminated automatically and the Issuer shall have no further obligation under the

CBBCs except for the payment of the Cash Settlement Amount (if any) on the relevant

Settlement Date. The Issuer will notify the Holders of the occurrence of the Mandatory Call

Event in accordance with General Condition 7. Trading in the CBBCs will be suspended

immediately upon the occurrence of a Mandatory Call Event and any Post MCE Trades will

be cancelled and will not be recognised by the Stock Exchange or the Issuer.

(b) A Mandatory Call Event is irrevocable unless it is triggered as a result of any of the

following events:

(i) system malfunction or other technical errors of Hong Kong Exchanges and Clearing

Limited and such event is reported by the Stock Exchange to the Issuer and the Issuer

and the Stock Exchange mutually agree that such Mandatory Call Event is to be

revoked; or

(ii) manifest errors caused by the relevant third party where applicable and such event is

reported by the Issuer to the Stock Exchange, and the Issuer and the Stock Exchange

mutually agree that such Mandatory Call Event is to be revoked;

in each case, such mutual agreement must be reached no later than 30 minutes before the

commencement of trading (including the pre-opening session) (Hong Kong time) on the

Trading Day of the Stock Exchange immediately following the day on which the Mandatory

Call Event occurs, or such other time as prescribed by the Stock Exchange from time to time.

In both cases, the Mandatory Call Event so triggered will be reversed; and all cancelled

trades (if any) will be reinstated and trading of the CBBCs will resume as soon as practicable

in accordance with the rules and/or requirements prescribed by the Stock Exchange from time

to time.

2.4 Entitlement

Every Board Lot of CBBCs entitles the Holder to receive from the Issuer on the Settlement Date

the Cash Settlement Amount (if any).

2.5 Cancellation

Upon early expiration of the CBBCs at the occurrence of a Mandatory Call Event or an automatic

exercise of the CBBCs on the Expiry Date, the Issuer will, with effect from the first Business Day

following the MCE Valuation Period or the Expiry Date (as the case may be) remove the name of

the Holder from the Register in respect of the number of CBBCs which have expired or exercised

(as the case may be) and thereby cancel the relevant CBBCs and if applicable, the Global

Certificate.
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2.6 Exercise Expenses

Any Exercise Expenses which are not determined by the Issuer by the end of the MCE Valuation

Period or the Expiry Date (as the case may be) and deducted from the Cash Settlement Amount

prior to delivery to the Holder in accordance with this Product Condition 2, shall be notified by

the Issuer to the Holder as soon as practicable after determination thereof and shall be paid by the

Holder to the Issuer immediately upon demand.

2.7 Cash Settlement

Upon early termination of the CBBCs following the occurrence of a Mandatory Call Event or an

automatic exercise of the CBBCs on the Expiry Date (as the case may be), the Issuer will, in

respect of every Board Lot, pay the Cash Settlement Amount minus the determined Exercise

Expenses to the relevant Holder. If the Cash Settlement Amount is equal to or less than the

determined Exercise Expenses, no amount is payable.

The Cash Settlement Amount minus the determined Exercise Expenses shall be despatched no later

than the Settlement Date by crediting that amount in accordance with the CCASS Rules, to the

Designated Bank Account.

If as a result of a Settlement Disruption Event, it is not possible for the Issuer to procure payment

electronically through CCASS by crediting the relevant Designated Bank Account of the Holder on

the original Settlement Date, the Issuer shall use its reasonable endeavours to procure payment

electronically through CCASS by crediting the relevant Designated Bank Account of the Holder as

soon as reasonably practicable after the original Settlement Date. The Issuer will not be liable to

the Holder for any interest in respect of the amount due or any loss or damage that such Holder

may suffer as a result of the existence of the Settlement Disruption Event.

2.8 Responsibility of Issuer

The Issuer or its agents shall not have any responsibility for any errors or omissions in the

calculation and dissemination of any variables published by a third party and used in any

calculation made pursuant to these Conditions or in the calculation of the Cash Settlement Amount

arising from such errors or omissions. The purchase of CBBCs does not confer on any Holder of

such CBBCs any rights (whether in respect of voting, distributions or otherwise) in relation to the

Units.

2.9 Liability of Issuer

Exercise and settlement of the CBBCs is subject to all applicable laws, rules, regulations and

guidelines in force at the relevant time and the Issuer shall not incur any liability whatsoever if it

is unable to effect the transactions contemplated, after using all reasonable efforts, as a result of

any such laws, rules, regulations or guidelines. The Issuer shall not under any circumstances be

liable for any acts or defaults of the CCASS in relation to the performance of its duties in relation

to the CBBCs.
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2.10 Trading

Subject to Product Condition 2.3(b), trading in CBBCs on the Stock Exchange shall cease:

(a) immediately upon the occurrence of a Mandatory Call Event; or

(b) at the close of trading for the Trading Day immediately preceding the Expiry Date (for the

avoidance of doubt, in the case when the Stock Exchange is scheduled to open for the

morning session only, at the close of trading for the morning session),

whichever is the earlier.

3. Adjustments

3.1 Rights Issues

If and whenever the Trust shall, by way of Rights (as defined below), offer new Units for

subscription at a fixed subscription price to the holders of existing Units pro rata to existing

holdings (a ‘‘Rights Offer’’), the Entitlement shall be adjusted to take effect on the Business Day

on which trading in the Units becomes ex-entitlement (‘‘Rights Issue Adjustment Date’’) in

accordance with the following formula:

Adjusted Entitlement = Adjustment Component × E

Where:

Adjustment Component =
1 + M

1 + (R/S) × M

E Existing Entitlement immediately prior to the Rights Offer

S: Cum-Rights Unit price being the closing price of an existing Unit as derived from the daily

quotation sheet of the Stock Exchange on the last Business Day on which the Units are

traded on a Cum-Rights basis

R: Subscription price per new Unit specified in the Rights Offer plus an amount equal to any

distributions or other benefits foregone to exercise the Rights

M: Number of new Unit(s) (whether a whole or a fraction) per existing Unit each holder thereof

is entitled to subscribe,

provided that if the above formula would result in an adjustment to the Entitlement which would

amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no

adjustment will be made. In addition, the Issuer shall adjust the Strike Price and the Call Price

(both of which shall be rounded to the nearest 0.001) by the reciprocal of the Adjustment

Component, where the reciprocal of the Adjustment Component means one divided by the relevant

Adjustment Component. The adjustment to the Strike Price and the Call Price shall take effect on

the Rights Issue Adjustment Date.
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For the purposes of these Product Conditions:

‘‘Rights’’ means the right(s) attached to each existing Unit or needed to acquire one new Unit (as

the case may be) which are given to the holders of existing Units to subscribe at a fixed

subscription price for new Units pursuant to the Rights Offer (whether by the exercise of one

Right, a part of a Right or an aggregate number of Rights).

3.2 Bonus Issues

If and whenever the Trust shall make an issue of Units credited as fully paid to the holders of

Units generally (other than pursuant to a scrip distribution or similar scheme for the time being

operated by the Trust or otherwise in lieu of a cash distribution and without any payment or other

consideration being made or given by such holders) (a ‘‘Bonus Issue’’), the Entitlement shall be

adjusted to take effect on the Business Day on which trading in the Units becomes ex-entitlement

(‘‘Bonus Issue Adjustment Date’’) in accordance with the following formula:

Adjusted Entitlement = Adjustment Component × E

Where:

Adjustment Component = 1 + N

E: Existing Entitlement immediately prior to the Bonus Issue

N: Number of additional Units (whether a whole or a fraction) received by a holder of Units for

each Unit held prior to the Bonus Issue,

provided that if the above formula would result in an adjustment to the Entitlement which would

amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no

adjustment will be made. In addition, the Issuer shall adjust the Strike Price and the Call Price

(both of which shall be rounded to the nearest 0.001) by the reciprocal of the Adjustment

Component, where the reciprocal of the Adjustment Component means one divided by the relevant

Adjustment Component. The adjustment to the Strike Price and the Call Price shall take effect on

the Bonus Issue Adjustment Date.

3.3 Subdivisions and Consolidations

If and whenever the Trust shall subdivide its Units or any class of its outstanding Units into a

greater number of units (a ‘‘Subdivision’’) or consolidate the Units or any class of its outstanding

Units into a smaller number of units (a ‘‘Consolidation’’), then:

(a) in the case of a Subdivision, the Entitlement in effect immediately prior thereto will be

increased whereas the Strike Price and the Call Price (both of which shall be rounded to the

nearest 0.001) will be decreased in the same ratio as the Subdivision; and

(b) in the case of a Consolidation, the Entitlement in effect immediately prior thereto will be

decreased whereas the Strike Price and the Call Price (both of which shall be rounded to the

nearest 0.001) will be increased in the same ratio as the Consolidation,

in each case on the day on which the Subdivision or Consolidation (as the case may be) takes

effect.
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3.4 Restructuring Events

If it is announced that the Trust is to or may merge with or into any other trust or consolidate with

or into any other trust or corporation (including becoming, by agreement or otherwise, controlled

by any person or corporation) (except where the Trust is the surviving entity in a merger) or that it

is to or may sell or transfer all or substantially all of its assets, the rights attaching to the CBBCs

may in the absolute discretion of the Issuer be amended no later than the Business Day preceding

the consummation of such merger, consolidation, sale or transfer (each a ‘‘Restructuring Event’’)
(as determined by the Issuer in its absolute discretion) so that the CBBCs shall, after such

Restructuring Event, relate to the number of units of the trust(s) resulting from or surviving such

Restructuring Event or other securities (‘‘Substituted Securities’’) and/or cash offered in

substitution for the affected Units, as the case may be, to which the holder of such number of

Units to which the CBBCs related immediately before such Restructuring Event would have been

entitled upon such Restructuring Event and thereafter the provisions hereof shall apply to such

Substituted Securities, provided that any Substituted Securities may, in the absolute discretion of

the Issuer, be deemed to be replaced by an amount in the relevant currency equal to the market

value or, if no market value is available, fair value, of such Substituted Securities in each case as

determined by the Issuer as soon as practicable after such Restructuring Event is effected. For the

avoidance of doubt, any remaining Units shall not be affected by this paragraph and, where cash is

offered in substitution for Units or is deemed to replace Substituted Securities as described above,

references in these Product Conditions to the Units shall include any such cash.

3.5 Cash Distribution

No adjustment will be made for an ordinary cash distribution (whether or not it is offered with a

scrip alternative) (‘‘Ordinary Distribution’’). For any other forms of cash distribution (‘‘Cash
Distribution’’) announced by the Trust, such as a cash bonus, special distribution or extraordinary

distribution, no adjustment will be made unless the value of the Cash Distribution accounts for 2

per cent. or more of the Unit’s closing price on the day of announcement by the Trust.

If and whenever the Trust shall make a Cash Distribution credited as fully paid to the holders of

Units generally, the Entitlement shall be adjusted to take effect on the Business Day on which

trading in the Units becomes ex-entitlement in respect of the relevant Cash Distribution (‘‘Cash
Distribution Adjustment Date’’) in accordance with the following formula:

Adjusted Entitlement = Adjustment Component × E

Where:

Adjustment Component =
S – OD

S – OD – CD
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E: The existing Entitlement immediately prior to the Cash Distribution

S: The closing price of the existing Unit as derived from the daily quotation sheet of the Stock

Exchange on the Business Day immediately preceding the Cash Distribution Adjustment Date

CD: The amount of Cash Distribution per Unit

OD: The amount of Ordinary Distribution per Unit, provided that the Ordinary Distribution and

the Cash Distribution shall have the same ex-entitlement date. For the avoidance of doubt,

the OD shall be deemed to be zero if the ex-entitlement dates of the relevant Ordinary

Distribution and Cash Distribution are different

In addition, the Issuer shall adjust the Strike Price and the Call Price (both of which shall be

rounded to the nearest 0.001) by the reciprocal of the Adjustment Component, where the reciprocal

of the Adjustment Component means one divided by the relevant Adjustment Component. The

adjustment to the Strike Price and the Call Price shall take effect on the Cash Distribution

Adjustment Date.

3.6 Other Adjustments

Without prejudice to and notwithstanding any prior adjustment(s) made pursuant to the applicable

Conditions, the Issuer may (but shall not be obliged to) make such other adjustments to the terms

and conditions of the CBBCs as appropriate where any event (including the events as contemplated

in the applicable Conditions) occurs and irrespective of, in substitution for, or in addition to the

provisions contemplated in the applicable Conditions, provided that such adjustment is:

(a) not materially prejudicial to the interests of the Holders generally (without considering the

circumstances of any individual Holder or the tax or other consequences of such adjustment

in any particular jurisdiction); or

(b) determined by the Issuer in good faith to be appropriate and commercially reasonable.

3.7 Notice of Determinations

All determinations made by the Issuer pursuant hereto will be conclusive and binding on the

Holders. The Issuer will give, or procure that there is given, notice as soon as practicable of any

adjustment or amendment and of the date from which such adjustment or amendment is effective

by publication in accordance with General Condition 7.

4. Termination or Liquidation

In the event of a Termination or the liquidation or dissolution of the trustee of the Trust (including

any successor trustee appointed from time to time) (‘‘Trustee’’) (in its capacity as trustee of the

Trust) or the appointment of a liquidator, receiver or administrator or analogous person under any

applicable law in respect of the whole or substantially the whole of the Trustee’s undertaking,

property or assets, all unexercised CBBCs will lapse and shall cease to be valid for any purpose.
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In the case of a Termination, the unexercised CBBCs will lapse and shall cease to be valid on the

effective date of the Termination, in the case of a voluntary liquidation, the unexercised CBBCs

will lapse and shall cease to be valid on the effective date of the relevant resolution and, in the

case of an involuntary liquidation or dissolution, on the date of the relevant court order or, in the

case of the appointment of a liquidator or receiver or administrator or analogous person under any

applicable law in respect of the whole or substantially the whole of the Trustee’s undertaking,

property or assets, on the date when such appointment is effective but subject (in any such case) to

any contrary mandatory requirement of the applicable law.

For the purpose of this Product Condition 4, ‘‘Termination’’ means:

(i) the Trust is terminated, or the Trustee or the manager of the Trust (including any successor

manager appointed from time to time) (‘‘Manager’’) is required to terminate the Trust under

the trust deed (‘‘Trust Deed’’) constituting the Trust or applicable law, or the termination of

the Trust commences;

(ii) the Trust is held or is conceded by the Trustee or the Manager as not having been constituted

or as having been imperfectly constituted;

(iii) the Trustee ceases to be authorised under the Trust to hold the property of the Trust in its

name and perform its obligations under the Trust Deed; or

(iv) the Trust ceases to be authorised as an authorised collective investment scheme under the

Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong).

5. Delisting

5.1 Adjustments following delisting

If at any time the Units cease to be listed on the Stock Exchange, the Issuer shall give effect to

these Conditions in such manner and make such adjustments and amendments to the rights

attaching to the CBBCs as it shall, in its absolute discretion, consider appropriate to ensure, so far

as it is reasonably able to do so, that the interests of the Holders generally are not materially

prejudiced as a consequence of such delisting (without considering the circumstances of any

individual Holder or the tax or other consequences that may result in any particular jurisdiction).

5.2 Listing on another exchange

Without prejudice to the generality of Product Condition 5.1, where the Units are, or, upon the

delisting, become, listed on any other stock exchange, the Conditions may, in the absolute

discretion of the Issuer, be amended to the extent necessary to allow for the substitution of that

other stock exchange in place of the Stock Exchange and the Issuer may, without the consent of

the Holders, make such adjustments to the entitlements of the Holders on exercise (including, if

appropriate, by converting foreign currency amounts at prevailing market rates into the relevant

currency) as may be appropriate in the circumstances.

5.3 Adjustments binding

The Issuer shall determine, in its absolute discretion, any adjustment or amendment and its

determination shall be conclusive and binding on the Holders save in the case of manifest error.

Notice of any adjustments or amendments shall be given to the Holders in accordance with General

Condition 7 as soon as practicable after they are determined.
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APPENDIX 4

AUDITOR’S REPORT AND OUR FINANCIAL STATEMENTS FOR
THE YEAR ENDED 31 DECEMBER 2017

Our audited financial statements for the year ended 31 December 2017 are set out in this Appendix 4.

References to page numbers on the following pages are to the page numbers of such audited financial

statements.
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APPENDIX 5

AUDITOR’S REPORT AND OUR FINANCIAL STATEMENTS FOR
THE YEAR ENDED 31 DECEMBER 2018

Our audited financial statements for the year ended 31 December 2018 are set out in this Appendix 5.

References to page numbers on the following pages are to the page numbers of such audited financial

statements.
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APPENDIX 6

OUR INTERIM FINANCIAL STATEMENTS FOR
THE PERIOD ENDED 30 JUNE 2019

Our interim financial statements for the period ended 30 June 2019 are set out in this Appendix 6.

References to page numbers on the following pages are to the page numbers of such interim financial

statements.
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GUOTAI JUNAN SECURITIES (HONG KONG) LIMITED 
 
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME 
 
 
  For the six months ended 
  30 June 
  2019 2018 
  Unaudited Unaudited 
 Notes HK$'000 HK$'000 
    
Revenue 3       1,103,519        1,294,773  
    
Other income  2,767  792  
  ──────── ──────── 

Revenue and other income             1,106,286             1,295,565  
    
Commission expenses                 (72,356)                (44,430) 
    
Other operating expenses               (843,058)              (574,333) 
  ──────── ──────── 

Operating profit                 190,872                 676,802  
    
Finance costs 4                (79,842)                (60,728) 
  ──────── ──────── 

Profit before tax 4                111,030                 616,074  
    
Income tax credit/(expense)                     8,911                 (79,782) 
  ──────── ──────── 

Profit and total comprehensive income for the period                 119,941                 536,292  
  ════════ ════════ 

    
    
Profit and total comprehensive income attributable to:    
    
- shareholders  119,941  536,292  
    
- non-controlling interests                    -                      -    
  ──────── ──────── 

Profit and total comprehensive income for the period  119,941  536,292  
  ════════ ════════ 
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GUOTAI JUNAN SECURITIES (HONG KONG) LIMITED 
 
STATEMENT OF FINANCIAL POSITION 
 
 
  As at  As at  
  30 June 31 December 
  2019 2018 
  Unaudited Audited 
 Notes HK$'000 HK$'000 
Non-current assets    
Intangible assets  1,500  1,500 
Other assets  3,591  3,458 
Deferred tax assets  164,021  83,901 
  ───────── ───────── 

Total non-current assets  169,112 88,859 
  ----------------- ----------------- 
    
Current assets    
Loans and advances to customers 5 9,791,265  8,965,189 
Accounts receivable 6 3,720,679  2,660,160 
Prepayments, deposits and other receivables  38,276  58,277 
Financial assets at fair value through profit or loss  47,186  83,956 
Derivative financial instruments  -   9 
Receivable from reverse repurchase agreements   1,633,299  2,462,191 
Amount due from the immediate holding company  1,987,404  688,075 
Client trust bank balances  14,467,538  13,610,499 
Cash and bank balances  3,255,560  2,819,574 
  ───────── ───────── 

Total current assets  34,941,207  31,347,930 
  ----------------- ----------------- 
    
Current liabilities    
Accounts payable 7 (18,272,259) (17,166,281) 
Other payables and accrued liabilities  (27,527) (21,623) 
Financial liabilities at fair value through profit or 
    loss  (1,787,418) (2,418,270) 
Derivative financial instruments  (515) (14) 
Obligations under repurchase agreements  (1,242,532) (75,635) 
Bank borrowings 8 (2,380,000) - 
Subordinated loan from the immediate holding  
    company 9 (1,050,000) (1,050,000) 
Tax payable  (70,971) (45,810) 
  ───────── ───────── 

Total current liabilities  (24,831,222) (20,777,633) 
  ----------------- ----------------- 
Net current assets  10,109,985  10,570,297 
  ----------------- ----------------- 
    
Total assets less current liabilities  10,279,097  10,659,156 
  ----------------- ----------------- 
    
Net assets  10,279,097  10,659,156 
  ═════════ ═════════ 
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GUOTAI JUNAN SECURITIES (HONG KONG) LIMITED 
 
STATEMENT OF FINANCIAL POSITION (continued) 
 
 
  As at  As at  
  30 June 31 December 
  2019 2018 
  Unaudited Audited 
 Notes HK$'000 HK$'000 
    
Equity    
Share capital  7,500,000  7,500,000 
Retained profits  2,779,097  3,159,156 
  ───────── ───────── 

Total equity  10,279,097  10,659,156 
  ═════════ ═════════ 
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GUOTAI JUNAN SECURITIES (HONG KONG) LIMITED 
 
STATEMENT OF CHANGES IN EQUITY 
 
 
 

Notes 
Share 
capital 

Retained 
profits 

Total 
equity 

  HK$'000 HK$'000 HK$'000 
     

At 1 January 2018  
          

7,500,000            2,739,414          10,239,414  
     

Total comprehensive income for the period  
                       

-                536,292               536,292  
     

Dividend paid  
                       

-                          -                           -    
  ──────── ──────── ───────── 

At 30 June 2018  
          

7,500,000  3,275,706 10,775,706 
  ════════ ════════ ════════ 

     
     
     
     

At 1 January 2019  
          

7,500,000            3,159,156          10,659,156  
     

Total comprehensive income for the period  
                       

-                119,941               119,941  
     

Dividend paid  
                       

-               (500,000) 
            

(500,000) 
  ──────── ──────── ───────── 

At 30 June 2019  
          

7,500,000  2,779,097 10,279,097 
  ════════ ════════ ═════════ 
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GUOTAI JUNAN SECURITIES (HONG KONG) LIMITED 
 
NOTES TO FINANCIAL STATEMENTS 
 
30 June 2019 
 

- 7 - 

 
 
1. GENERAL INFORMATION 
 

Guotai Junan Securities (Hong Kong) Limited (the "Company") is a limited liability company 
incorporated in Hong Kong. The registered office of the Company is 27th Floor, Grand Millennium 
Plaza, 181 Queen's Road Central, Hong Kong. 

 
During the period, the Company acted as brokers and dealers in securities, and also engaged in the 
provision of underwriting, wealth management services and margin financing. 

 
The Company is a wholly-owned subsidiary of Guotai Junan (Hong Kong) Limited, a company 
incorporated in Samoa. The ultimate holding company is Guotai Junan Securities Company Limited 
("GJSCL"), a company registered in the People's Republic of China. 
 
Pursuant to a special resolution passed on 31 January 2019, it is desirous to change the Company's 
status from a private company to a public company and in connection therewith, the Company shall 
alter its Articles Of Association in accordance with section 94(1) Of the Companies Ordinance, 
Chapter 622 Of the laws Of Hong Kong.  

 
2. Basis of preparation and changes in accounting policies 
 
2.1  Basis of preparation 
      

The financial statements have been prepared in accordance with Hong Kong Financial Reporting 
Standards ("HKFRSs") issued by the Hong Kong Institute of Certified Public Accountants 
("HKICPA") and usual account policies and procedures of the Company as required under Chapter 
15A.21(3) of the Main Board Listing Rules, including the adoption of new amendments to Hong 
Kong Financial Reporting Standards as detailed in note 2.2 below. 
 
Accounting policies adopted by the Company, save for changes as detailed in note 2.2 below, are 
disclosed in audited financial statements for the year ended 31 December 2018. 

 
 

2.2  New standards, interpretations and amendments adopted by the Group 

 
The accounting policies adopted in the preparation of the interim condensed consolidated financial 
information are consistent with those applied in the preparation of the Group’s annual consolidated 
financial statements for the year ended 31 December 2018, except for the adoption of the new and 
revised Hong Kong Financial Reporting Standards (“HKFRSs”) effective as of 1 January 2019. 
 
  
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments 
Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures 
Annual Improvements 2015-2017 
Cycle 

Amendments to HKFRS 3, HKFRS 11, HKAS 12 and 
HKAS 23 

 
Other than as explained below regarding the impact of HKFRS 16 Leases and HK(IFRIC)-Int 23 
Uncertainty over Income Tax Treatments, the new and revised standards are not relevant to the 
preparation of the Group’s interim condensed consolidated financial information.  The nature and 
impact of the new and revised HKFRSs are described below: 
 

  

- 222 -



GUOTAI JUNAN SECURITIES (HONG KONG) LIMITED 
 
NOTES TO FINANCIAL STATEMENTS 
 
30 June 2019 
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2. Basis of preparation and changes in accounting policies (continued) 
 
2.2  New standards, interpretations and amendments adopted by the Group (continued) 

 
HK(IFRIC) - Int 23, “Uncertainty over Income Tax Treatments” 
The Interpretation addresses the accounting for income taxes when tax treatments (current and 
deferred) when tax treatments involve uncertainty that affects the application of HKAS 12 (often 
referred to as “uncertain tax positions”).  The interpretation does not apply to taxes or levies outside 
the scope of HKAS 12, nor does it specifically include requirements relating to interest and penalties 
associated with uncertain tax treatments.  The interpretation specifically addresses (i) whether an 
entity considers uncertain tax treatments separately; (ii) the assumptions an entity makes about the 
examination of tax treatments by taxation authorities; (iii) how an entity determines taxable profits or 
tax losses, tax bases, unused tax losses, unused tax credits and tax rates; and (iv) how an entity 
considers changes in facts and circumstances.  Upon adoption of the interpretation, the Group 
considered the interpretation did not have any significant impact on the Group’s interim condensed 
consolidated financial information. 
 
Amendments to HKAS 28: Long-term interests in associates and joint ventures  
 
The amendments clarify that the scope exclusion of HKFRS 9 only includes interests in an associate 
or joint venture to which the equity method is applied and does not include long-term interests that 
in substance form part of the net investment in the associate or joint venture, to which the equity 
method has not been applied.  
 
Therefore, an entity applies HKFRS 9, rather than HKAS 28, including the impairment requirements 
under HKFRS 9, in accounting for such long-term interests. HKAS 28 is then applied to the net 
investment, which includes the long-term interests, only in the context of recognising losses of an 
associate or joint venture and impairment of the net investment in the associate or joint venture. The 
Group does not have long-term interests in its associate and joint venture upon adoption of the 
amendments on 1 January 2019 and concluded these amendments had no impact on the 
consolidated financial statements.  

 
Annual Improvements 2015-2017 Cycle  
 
HKFRS 3 Business Combinations  
The amendments clarify that, when an entity obtains control of a business that is a joint operation, it 
applies the requirements for a business combination achieved in stages, including remeasuring 
previously held interests in the assets and liabilities of the joint operation at fair value. In doing so, 
the acquirer remeasures its entire previously held interest in the joint operation.  
 
An entity applies those amendments to business combinations for which the acquisition date is on 
or after the beginning of the first annual reporting period beginning on or after 1 January 2019, with 
early application permitted.  
 
These amendments had no impact on the consolidated financial statements of the Group as there is 
no transaction where a joint control is obtained.  

 
HKFRS 11 Joint Arrangements  
A party that participates in, but does not have joint control of, a joint operation might obtain joint 
control of the joint operation in which the activity of the joint operation constitutes a business as 
defined in HKFRS 3. The amendments clarify that the previously held interests in that joint operation 
are not remeasured.  
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GUOTAI JUNAN SECURITIES (HONG KONG) LIMITED 
 
NOTES TO FINANCIAL STATEMENTS 
 
30 June 2019 
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2. Basis of preparation and changes in accounting policies (continued) 
 
2.2  New standards, interpretations and amendments adopted by the Group (continued) 
  
             Annual Improvements 2015-2017 Cycle (Continued) 

 
An entity applies those amendments to transactions in which it obtains joint control on or after the 
beginning of the first annual reporting period beginning on or after 1 January 2019, with early 
application permitted.  
 
These amendments had no impact on the consolidated financial statements of the Group as there is 
no transaction where a joint control is obtained.  

 
             HKAS 12 Income Taxes  

The amendments clarify that the income tax consequences of dividends are linked more directly to 
past transactions or events that generated distributable profits than to distributions to owners. 
Therefore, an entity recognises the income tax consequences of dividends in profit or loss, other 
comprehensive income or equity according to where it originally recognised those past transactions 
or events.  
 
An entity applies the amendments for annual reporting periods beginning on or after 1 January 2019, 
with early application permitted. When the entity first applies those amendments, it applies them to 
the income tax consequences of dividends recognised on or after the beginning of the earliest 
comparative period.  
 
Since the Group’s current practice is in line with these amendments, they had no impact on the 
consolidated financial statements of the Group.  
 
HKAS 23 Borrowing Costs  
The amendments clarify that an entity treats as part of general borrowings any borrowing originally 
made to develop a qualifying asset when substantially all of the activities necessary to prepare that 
asset for its intended use or sale are complete.  
 
The entity applies the amendments to borrowing costs incurred on or after the beginning of the 
annual reporting period in which the entity first applies those amendments. An entity applies those 
amendments for annual reporting periods beginning on or after 1 January 2019, with early application 
permitted.  
 
Since the Group’s current practice is in line with these amendments, they had no impact on the 
consolidated financial statements of the Group.  
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3. REVENUE 
 

The Company’s revenue is disaggregated as follows: 
  For the six months ended 
  30 June 
  2019 2018 
  Unaudited Unaudited 
  HK$'000 HK$'000 
    Revenue from contracts with customers   
 Commission income from securities dealing and broking 252,029 227,479 
 Handling income on dealing and broking 32,195 26,518 
 Placing, underwriting and sub-underwriting commission   
 - Debt securities 324,536 258,439 
 - Equity securities 92,778 65,860 
  Commission income from insurance broking  3,243 5,511 
  Commission income from options dealing and broking 41 28 
   Investment advisory income  - 24 
 Net income on structured financial products 26,120 42,396 
  ──────── ──────── 
  730,942 626,255 
  --------------- --------------- 
    
 Revenue from other sources   
 Clients' interest income and handling income 224,153 485,487 
 Interest income in respect of:   
 - Banks 163,195 102,844 
 - Securities borrowing and lending 19,342 35,620 
 - Reverse repurchase agreements 23,114 11,082 
 - Listed debt securities 1,025 399 
 - Others 303 388 
 Net fair value (loss)/gain on financial instruments held for trading   
 - Listed securities (73,558) 24,747 
 - Unlisted securities - (458) 
 Dividend income from listed securities held for trading 15 - 
 Net interest recharged to immediate holding company 14,987 8,409 
  ──────── ──────── 
  372,576 668,518 
  --------------- --------------- 
  1,103,518 1,294,773 
  ════════ ════════ 
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4. PROFIT BEFORE TAX 

 
This is arrived at after charging/(crediting): 
 

  For the six months ended 
  30 June 
  2019 2018 
  Unaudited Unaudited 
  HK$'000 HK$'000 
    
 Foreign exchange difference, net 4,798 1,209 
 Finance costs:    
 Banks  16,577 20,074 
 Subordinated loan from the immediate holding company  21,898 18,839 
 Securities borrowing and lending 3,493 1,621 

 Repurchase agreements 4,826 825 

 
Financial instruments at fair value through profit or loss 
    - Listed debt securities held for trading 26,061 18,771 

 Others 6,988 598 
  ─────── ─────── 
  84,641 61,937 
  ─────── ─────── 

 
Management fee recharged and paid to the immediate holding 
company  308,070 354,938 

 Net impairment charge on loans and advances to customers 490,215 180,277 
 Net charge of impairment on accounts receivable 3,483 2,360 

 
Net reversal of impairment on other financial assets and loan 
commitments (1,499) (2,192) 

  ═══════ ═══════ 
 
All employees of the Company were contractually employed by the immediate holding company, 
which was responsible for the payment of all staff costs. Staff costs of those employees who provided 
services to the Company were initially borne by the immediate holding company and recharged to 
the Company in the form of management fee.  
 
The management fee paid to the immediate holding company was in respect of staff cost, attributable 
office premises expenses, central management and administrative support services rendered. It was 
calculated based on the costs incurred by the immediate holding company and allocated with 
reference to the gross profit of the Company relative to the gross profit of the other group companies. 
 
The reimbursements to the immediate holding company and the intermediate holding company were 
in respect of the interest expenses from the syndicated loans of the immediate holding company and 
the Medium Term Note Programme ("MTN programme") by the intermediate holding company. The 
proceeds of the syndicated loans and the MTN programme are mainly used for the Company's 
operation during the year, the immediate holding company and intermediate holding company 
recharged the respective interest expenses to the Company in the form of the reimbursements.  
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5. LOANS AND ADVANCES TO CUSTOMERS 
 
  As at  As at  
  30 June 31 December 
  2019 2018 
  Unaudited Audited 
  HK$'000 HK$'000 
    

 Margin loans 10,747,045  9,430,753 
 Less:  impairment (955,780) (465,564) 
  ───────── ───────── 
  9,791,265  8,965,189 
  ═════════ ═════════ 

 
Loans and advances are categorised into excellent, good and individually impaired. Excellent refers 
to exposures which margin obligation can be met and payment of interest and principal is not in 
doubt, with good quality and liquidity of collaterals. Good refers to exposures which principal and 
interest are partially or fully secured but at a relatively low level. Individually impaired refers to 
exposures which loss, partial or full, has incurred and with insufficient collateral. 
 
The contractual amount outstanding on loans and advances to customers that have been written off, 
but were still subject to enforcement activity was nil at 30 June 2019 (at 31 December 2018: 
HK$95,557,000). 
 
Margin financing operations 
The Company provides customers with margin financing for securities transactions, which are 
secured by customers' securities held as collateral. The maximum credit limit granted for each 
customer is based on the customer's financial background and the quality of related collateral. The 
Company seeks to maintain strict control over its outstanding receivables and has a Credit and Risk 
Management Department to monitor credit risks.  
 
Margin loans to the customers are secured by the underlying pledged securities, bear interest at a 
rate with reference to the Hong Kong dollar prime rate and are repayable on demand. The carrying 
value of margin loans approximates to their fair value. No ageing analysis is disclosed as, in the 
opinion of the directors, an ageing analysis does not give additional value in view of the nature of 
the margin loans business. The amount of credit facilities granted to margin clients is determined by 
the discounted market value of the collateral securities accepted by the Company. As at 30 June 
2019, the total value of securities pledged as collateral in respect of the margin loans was 
approximately HK$31,381 million (2018: HK$25,580 million) based on the market value of the 
securities as at the end of the reporting periods.  
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6. ACCOUNTS RECEIVABLE 
 
(a) The carrying value of accounts receivable arising from the course of business of the Company 

are as follows: 
  As at  As at  
  30 June 31 December 
  2019 2018 
  Unaudited Audited 
  HK$'000 HK$'000 
 Accounts receivable arising from dealing and broking:   
 - cash and custodian clients 163,692  33,503 
 - the Stock Exchange and other clearing houses  2,780,847  1,174,486 
 - brokers and dealers 586,671  1,226,520 
    
 Accounts receivable arising from securities borrowing and 

lending 61,974  129,116 
     
 Accounts receivable arising from insurance brokerage services   
 - cash and custodian clients 38  23 
     
 Accounts receivable arising from underwriting and others    
 - corporate clients 135,919  101,490 
  ──────── ──────── 
  3,729,141  2,665,138 
 Less: impairment (8,462) (4,978) 
  ──────── ──────── 
  3,720,679 2,660,160 
  ════════ ════════ 

 
 
7. ACCOUNTS PAYABLE 
 
  As at  As at  
  30 June 31 December 
  2019 2018 
  Unaudited Audited 
  HK$'000 HK$'000 
    
 Accounts payable arising from dealing and broking:   
 - clients 13,756,474  14,142,063 
 - brokers and dealers  187,999  1,059,830 
 - the Stock Exchange and other clearing houses  1,985,844  302,901 
 Accounts payable arising from securities borrowing and lending 1,096,784  730,926 
 Accounts payable arising from underwriting:   
 - corporate clients 1,235,572  923,178 
 Accounts payable arising from options trading 8,116  5,830 
 Accounts payable arising from insurance brokerage services 1,470  1,553 
  ───────── ───────── 
  18,272,259  17,166,281 
  ═════════ ═════════ 
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8. BANK BORROWINGS 
 
  As at  As at  
  30 June 31 December 
  2019 2018 
  Unaudited Audited 
  HK$'000 HK$'000 
    
 Unsecured bank borrowings 2,380,000 - 
  ════════ ════════ 

 
The Company's bank borrowings bear interest at the Interbank Offered Rate plus an interest spread 
which was repayable within three months or less at the end of reporting period. 
 
The carrying amounts of the bank borrowings approximate to their fair values as the impact on 
discounting is not significant. 

 
9. SUBORDINATED LOANS FROM THE IMMEDIATE HOLDING COMPANY 
 
  As at  As at  
  30 June 31 December 
  2019 2018 
  Unaudited Audited 
  HK$'000 HK$'000 
    
 Unsecured and interest-bearing  1,000,000 1,000,000 
    
 Unsecured and interest-free  50,000 50,000 

  ──────── ──────── 
  1,050,000 1,050,000 
  ════════ ════════ 
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