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Providing Services to Clients with respect to Leveraged and Inverse Products (L&l Products)

e As stated in the Securities and Futures Commission’s Supplemental Circular on Leveraged and Inverse Products, L&l
Products are derivative products. The SFC would like to remind intermediaries to observe all the applicable
requirements under the Code of Conduct for Persons Licensed by or Registered with the SFC (SFC’s Code of
Conduct), in particular paragraphs 5.1A to 5.3 which are relevant when providing services to clients with respect to
derivative products.

e Intermediaries should also put in place appropriate measures, such as providing training to staff to ensure that their
staff are familiar with the risks and features of the investment products and comply with the applicable requirements
when serving their clients.

e For details, please refer to the SFC’s Circular on Providing Services to Clients with respect to Leveraged and Inverse
Products.

Risk mitigation of L&l Product

e As L&l Products are derivatives products, intermediaries are subject to the applicable requirements under the SFC'’s
Code of Conduct when they provide services to clients with respect to L&l Products.

e Inview of the leveraged and/or inverse features of L&l Products and the additional leverage impact from margin
financing, Exchange Participants (EPs) are advised not to provide margin financing to investors for trading of L&l
Products.

e Please refer to HKEX’s participant circular Launch of Leveraged and Inverse Products, SFC’s Supplemental Circular
on Leveraged and Inverse Products and SFC’s Circular on Providing Services to Clients with respect to Leveraged
and Inverse Products for details.

DISCLAIMER:

The information contained in this document is for general informational purposes only and does not constitute an offer,
solicitation or recommendation to buy or sell any securities or to provide any investment advice or service of any kind.
HKEX and/or its subsidiaries endeavour to ensure the accuracy and reliability of the information provided, but do not
guarantee its accuracy and reliability and accept no liability (whether in tort or contract or otherwise) for any loss or
damage arising from any inaccuracy or omission or from any decision, action or non-action based on or in reliance upon
information contained in this document.
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