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Risk Disclosure Statement for Northbound Trading under
Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock Connect

F & 8 K F

A @ Jtm X B MH R KK FE S

E I

Risks of investor assets received or held outside Hong Kong

EERDNM TR RFGFENRTRERT X G

Investor assets received or held outside Hong Kong are
subject to the applicable laws and regulations of the
relevant overseas jurisdiction which may be different from
the Securities and Futures Ordinance (Cap. 571, the Laws
of Hong Kong) and the rules made thereunder.
Consequently, such investor assets may not enjoy the
same protection as that conferred on investor assets
received or held in Hong Kong.
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Not protected by China Securities Investor Protection Fund
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According to the Measures for the Administration of
Securities Investor Protection Fund I 58 R EZRFE
£ &I /L), the functions of China Securities Investor

Protection Fund (“CSIPF", FE#RZEEFRIFES) include
“indemnifying creditors as required by China’s relevant
policies in case a securities company is subject to
compulsory regulatory measures including dissolution,
closure, bankruptcy and administrative takeover by China
Securities Regulatory Commission (“CSRC”) and
custodian operation” or “other functions approved by the
State Council”. As far as Hong Kong investors
participating in Northbound Trading are concerned, since
they are carrying out Northbound Trading through
securities brokers in Hong Kong and these brokers are not
Chinese Mainland brokers, therefore they are not
protected by CSIPF on the Chinese Mainland.

Short selling
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In investing in A-shares via the Northbound Trading, Hong
Kong and overseas investors are prohibited from naked
short selling in A-shares. Stock borrowing and lending in
securities listed on Shanghai Stock Exchange (“SSE”)
and securities listed on Shenzhen Stock Exchange
(“SZSE”) will be subject to restrictions set by SSE and
SZSE to be incorporated into the SEHK’s Rules of the
Exchange.

Under the prevailing Rules of the Exchange set by SEHK,
investors should inform their brokers that the sale order is
a short sale order if the shares are borrowed for short
selling. In addition, if investors have borrowed shares and
not yet returned the shares to the stock lender, the
investors should comply with the tick rule requirement
even when placing a long sale order.

Quotas used up
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Once the Daily Quota is used up, acceptance of the
corresponding buy orders will also be immediately
suspended and no further buy orders will be accepted for
the remainder of the day. Buy orders which have been
accepted will not be affected by the using up of the Daily
Quota, while sell orders will be continued to be accepted.
Buying services will be resumed on the following trading
day.
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Difference in trading days and trading hours
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The Customer should note that, due to differences in
public holiday between Hong Kong and Chinese Mainland
or other reasons such as bad weather conditions, there
may be difference in trading days and trading hours in the
markets. Shanghai Connect and Shenzhen Connect will
only operate on days when the Hong Kong and Chinese
Mainland markets are both open for trading. So it is
possible that there are occasions when it is a normal
trading day for the Chinese Mainland market but Hong
Kong investors cannot carry out any A-share trading. The
Customer should take note of the days and the hours
which Shanghai Connect and Shenzhen Connect are
open for business and decide according to their own risk
tolerance capability whether or not to take on the risk of
price fluctuations in A-shares during the time when
Shanghai Connect and Shenzhen Connect are not
trading.

Order cancellation and rejection
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Investors should note that:

1) their orders may be cancelled in case of contingency;

2) their order cancellation requests may not be
processed in case of contingency and in such event,
they shall bear the settlement obligations;

3) their orders may be rejected upon the request of SSE,
SZSE or SEHK.
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Restrictions on selling imposed by front-end monitoring
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For investors who usually keep their A-shares outside of
their brokers, if they want to sell certain A-shares they
hold, they must transfer those A-shares to the respective
accounts of their brokers by the end of the day
immediately preceding the target trading day. If they fail to
meet this deadline, they will not be able to sell those A-
shares on the target trading day.

The recalling of eligible stocks
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When a stock is recalled from the scope of eligible stocks
for trading via Shanghai Connect or Shenzhen Connect
for abovementioned reasons, the stock can only be sold
but restricted from being bought. This may affect the
investment portfolio or strategies of investors. Investors
should therefore pay close attention to the list of eligible
stocks as provided and renewed from time to time by SSE,
SZSE and SEHK.

Trading costs
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In addition to paying the relevant trading fees, and stamp
duty and tax on cash dividends and/or bonus shares in
connection with A-share trading, the Customer carrying
out Northbound Trading via Shanghai Connect and/or
Shenzhen Connect (as the case may be) should also take
note of any tax concerned with income arising from stock
transfers which would be determined by the relevant
authorities.
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Local market rules, foreign shareholding restrictions and disclosure obligations
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Under Shanghai Connect and Shenzhen Connect, A-
shares listed companies and trading of A-shares are
subject to market rules and disclosure requirements of the
A-share market. Any changes in laws, regulations and
policies of the A-share market may affect share prices.
The Customer should also take note of the foreign
shareholding restrictions and disclosure obligations
applicable to A-shares. The Customer will be subject to
restrictions on trading in A-shares as a result of his/her
interest in the A-shares. The Customer is solely
responsible for compliance with all notifications, reports
and relevant requirements in connection with his/her
interests in A-shares. Under the current Chinese Mainland
rules, once an investor holds up to 5% of the issued
shares of a listed company, the investor is required to
disclose his/her interest within three working days during
which the investor cannot trade the shares of that
company. The investor is also required to disclose any
change in his/her shareholding and comply with the
related trading restrictions in accordance with the Chinese
Mainland rules. Where the articles of association of a
listed company do not prohibit the appointment of
proxy/multiple proxies by its shareholder, Hong Kong
Securities Clearing Company Limited (“HKSCC”) will
make arrangements to appoint investor(s) as its proxies or
representatives to attend shareholders’ meetings when
instructed.

Under regulations of the People’s Republic of China
(“PRC”), the "short swing profit rule" may require the
Customer to return any profits made from purchases and
sales of shares of a Chinese Mainland listed company to
the relevant listed company if (a) the Customer’s
shareholding in the relevant listed company exceeds the
prescribed threshold or the Customer is a director,
supervisor or member of the senior management of the
relevant listed company and (b) the relevant purchase and
sale transactions occur within six months of the sale or the
acquisition of the relevant shares (as the case may be) (or
such other prescribed time).

Currency risks
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Hong Kong and overseas investors who hold a local
currency other than RMB will be exposed to currency risk
if they invest in a RMB product due to the need for the
conversion of the local currency into RMB. During the
conversion, investors will also incur currency conversion
costs. Even if the price of the RMB asset remains the
same when investors purchase it and when investors
redeem/sell it, they will still incur a loss when they convert
the redemption/sale proceeds into local currency if RMB
has depreciated.

Changes in the exchange rate of RMB will affect the profits
and debts, etc. of businesses. Such effects will be more
significant to companies engaging in exports and having
debts denominated in RMB.

Investors should also note that RMB is currently not freely
convertible and conversion of RMB through banks in Hong
Kong is subject to certain restrictions. There are also
restrictions on the remittance of RMB into and out of the
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PRC. The liquidity and trading price of SSE securities and
SZSE securities may be adversely affected by the limited
availability of RMB outside the PRC and restrictions on the
conversion of RMB.

Chinese Mainland market risks
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Liquidity risk - The A-share market is dominated by retail
investors. As the market is not fully open to all investors, it
is sensitive to the changes in policies and liquidity in
Chinese Mainland. Risks may also arise from potential
changes in liquidity and policies with the Shanghai
Interbank Offered Rate (SHIBOR), sovereign bond yields
and the open market operations of the People’s Bank of
China.

Macro-economic risk - The economic slowdown of
Chinese Mainland in recent years has raised the concern
about its growth outlook, and the potential circumstance is
sometimes described as “hard landing”.

Market volatility risk - As an emerging market, Chinese
Mainland has a higher market volatility compared to other
developed markets.
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Risks of investing in companies listed on the SZSE ChiNext Board
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Investors should take note of the following major risks
involved in investing in companies listed on the ChiNext
Board of the SZSE, which are in addition to the
abovementioned risks involved in investing in companies
listed on the Main Board:

Potential risks arising from difference in rules - There are

substantial differences in terms of system and rules

between the ChiNext Board and the Main Board, including
but not limited to:

1) Difference in the conditions for the initial public
offering and listing on the ChiNext Board and that for
the initial public offering and listing on the Main Board;
and

2) Difference in the rules of information disclosure of the
ChiNext Board from that of the Main Board (for
instance, ChiNext market ad hoc reports are required
to be disclosed on the website designated by the
CSRC and the company’s website only. If investors
only use the channels for Main Board market
information enquiries, they may not be informed of the
disclosed information of companies listed on the
ChiNext Board in time).

Risks of Delisting - Compared to the Main Board, it may
be more common for companies listed on the ChiNext
Board to delist, and the delisting process for companies
listed on the ChiNext Board may be faster. After delisting,
the stock of the company may no longer be traded and
thus investors who bought that stock may lose the entire
principal.

Risks involved in operation of the companies - Compared
to companies listed on the Main Board, companies listed
on the ChiNext Board are usually in their preliminary stage
of development with a shorter history of operation and a
smaller scale, and their resistance to market risks and
industry risks may be lower. In addition, while companies
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on the ChiNext Board may have great growth potential,
there is uncertainty as to the advancement and reliability
of new technologies, the applicability and maturity of new
models, the market volume and growth potential for new
industry, etc. Investors’ expectations for high growth in
companies listed on the ChiNext Board may not be
realised, and the risks involved in the ChiNext Board are
higher than that in the Main Board.

Risk of higher fluctuation in stock prices - The following
factors may lead to higher fluctuation in the stock prices of
companies listed on the ChiNext Board:

1) Due to the abovementioned risks involved in
operation of the companies, the companies are
subject to higher fluctuation in stock prices as the
performance of the companies changes;

2) The companies have fewer shares circulating in the
market, so stock prices may have higher fluctuation
upon market speculation and may be more
susceptible to manipulation; and

3) Performance of the companies may not be stable and
conventional valuation methods may not be
applicable, so different investors’ valuations of the
companies may be vastly different.

Risk of technological failure - There are uncertainties as to
whether the technologies developed or owned by the
companies listed on the ChiNext Board may be converted
into real products or services. The relevant products and
technologies may be updated or eliminated rapidly. There
is a risk of loss caused by technological failure.
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Risks of investing in companies listed on the SSE Sci-Tech Innovation Board (STAR Market)
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Investors should take note of the following major risks
involved in investing in companies listed on the STAR
Market of the SSE, which are in addition to the
abovementioned risks involved in investing in companies
listed on the Main Board:

Potential risks arising from difference in rules - There are

substantial differences in terms of system and rules

between the STAR Market and the Main Board, including
but not limited to:

1) Difference in the conditions for the initial public
offering and listing on the STAR Market and that for
the initial public offering and listing on the Main Board;
and

2) Difference in the rules of information disclosure of the
STAR Market from that of the Main Board (for
instance, STAR Market ad hoc reports are required to
be disclosed on the website designated by the CSRC
and the company’s website only. If investors only use
the channels for Main Board market information
enquiries, they may not be informed of the disclosed
information of companies listed on the STAR Market
in time).

Risks of Delisting - Compared to the Main Board, it may
be more common for companies listed on the STAR
Market to delist, and the delisting process for companies
listed on the STAR Market may be faster. After delisting,
the stock of the company may no longer be traded and
thus investors who bought that stock may lose the entire
principal.
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Risks involved in operation of the companies - Compared
to companies listed on the Main Board, companies listed
on the STAR Market are usually in their preliminary stage
of development with a shorter history of operation and a
smaller scale, and their resistance to market risks and
industry risks may be lower. In addition, while companies
on the STAR Market may have great growth potential,
there is uncertainty as to the advancement and reliability
of new technologies, the applicability and maturity of new
models, the market volume and growth potential for new
industry, etc. Investors’ expectations for high growth in
companies listed on the STAR Market may not be
realised, and the risks involved in the STAR Market are
higher than that in the Main Board.

Risk of higher fluctuation in stock prices - The following
factors may lead to higher fluctuation in the stock prices of
companies listed on the STAR Market:

1) Due to the abovementioned risks involved in
operation of the companies, the companies are
subject to higher fluctuation in stock prices as the
performance of the companies changes;

2) The companies have fewer shares circulating in the
market, so stock prices may have higher fluctuation
upon market speculation and may be more
susceptible to manipulation; and

3) Performance of the companies may not be stable and
conventional valuation methods may not be
applicable, so different investors’ valuations of the
companies may be vastly different.

Risk of technological failure - There are uncertainties as to
whether the technologies developed or owned by the
companies listed on the STAR Market may be converted
into real products or services. The relevant products and
technologies may be updated or eliminated rapidly. There
is a risk of loss caused by technological failure.
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The above may not cover all the risks related to Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock
Connect and any abovementioned laws, rules and regulations are subject to change from time to time. Investors are
advised to seek independent advice if needed.
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Should there be any discrepancy between the English and Chinese versions of this Risk Disclosure Statement, the
English version shall apply and prevail.
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