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The contents of this document and related product/offering documents or information provided by 
the issuer have not been reviewed by the Hong Kong Securities & Futures Commission (“SFC”), the 
Monetary Authority of Singapore (“MAS”) or any regulatory authority in Hong Kong or Singapore 
and you are advised to exercise caution in relation to this document and related product/offering 
documents or information.  If you are in doubt about any of the contents of this document and 
related product/offering documents or information, you should obtain independent professional 
advice. 

Derivatives are complex products and investors should exercise caution in relation to such 
products. which involves derivatives.  In particular, please take note that structured products that 
invest mainly in, or whose returns are closely linked to the performance of, bonds with loss 
absorption features (i.e. underlyings) are high risk and complex products, as the circumstances in 
which these underlyings may be required to bear losses are difficult to predict and ex ante 
assessments of the quantum of loss will also be highly uncertain. Investors should exercise caution 
in relation to the product. Do not invest in it unless you fully understand and are willing to assume 
the risks associated with it. Prior to entering into a transaction or investing in any product, each 
investor should fully understand the terms, conditions and features of such product as well as the 
risks and merits of entering into the transaction/investing in such product, and consult their own 
legal, regulatory, tax, financial and account advisors before making the investment. Where past 
performance information is provided, such past performance is not indicative of future 
performance. If you are in any doubt about the risks involved in the product, you should seek 
appropriate professional advice. 

Notwithstanding other provisions in this document, these products are not authorized by the SFC 
and may be offered in Hong Kong only to "professional investors" within the meaning of the 
Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) and any rules made 
thereunder. These products are not authorized by the MAS and may be offered in Singapore only to 
"accredited investors" within the meaning of the Securities and Futures Act, Chapter 289 of 
Singapore. 

These products are not equivalent and should not be treated as a substitute for a term deposit. It 
is not a protected deposit and is not protected or insured under the Deposit Protection Scheme in 
Hong Kong and the Deposit Insurance Scheme in Singapore. 

THIS DOCUMENT CANNOT DISCLOSE ALL POSSIBLE RISKS OF THE PRODUCT. 

Terms may be defined differently under specific issues. Investors should read and understand the 
relevant brochures, as well as the termsheet, prospectus (where applicable and available upon 
request) and other offering documents (together, the "Documents"), in particular the risk factors, 
for further details. 

JU 087 

HEALTH WARNING 

This product is not intended to be offered, sold or otherwise made available to and, should not be 
offered, sold or otherwise made available to any retail investor in the European Economic Area 
(“EEA”). For these purposes, a retail investor means a person who is one (or more) of: (i) a retail 
client as defined in point (11) of Article 4(1) of Directive 2014/65/EU ("MiFID II"); (ii) a customer 
within the meaning of Directive 2002/92/EC (IMD), where that customer would not qualify as a 
professional client as defined in point (10) of Article 4(1) of MiFID II; or (iii) not a qualified investor as 
defined in Directive 2003/71/EC (as amended including by Directive 2010/73/EU) and any relevant 
implementing measure in a relevant Member State of the EEA. Consequently no key information 
document required by Regulation (EU) No 1286/2014 (the "PRIIPs Regulation") for offering or selling 
this product, or otherwise making this product available to retail investors in the EEA has been 
prepared and therefore offering or selling this product or otherwise making this product available to 
any retail investor in the EEA may be unlawful under the PRIIPs Regulation. 

SELLING RESTRICTIONS 
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What are derivatives? 

A derivative contract is any financial instrument that derives its value from the future performance of the underlying  
assets. Underlying assets can include spot market products, e.g. equities, bonds, funds, interest rates, foreign exchange  
(currencies), indices as well as commodities. 
 
The return of a derivative contract at expiry date is described by a set of calculation rules with the prices of the  
underlying assets which is different to the calculation for a direct investment. 
 
The value of a derivative contract will increase or decrease with changes in the price of the underlying assets. It may  
also be affected by other market factors such as interest rate changes, economic environment, etc. 
 
A derivative contract is traded either in an organized market, i.e. an exchange, or over the counter (“OTC”). OTC is any  
marketplace of trading between individual counterparties with no standardized products and settlement procedures. 
 
Spot market products are those products that can be settled between buyers and sellers, based on the current spot  
market price. 
 
If the prices drop rapidly after the investor has bought spot market products, he/she would not have immediate  
losses unless he/she realizes the holding. But, if an investor has bought a bullish derivative product, which must  be 
settled at a specific future date (e.g. in 3 months), he/she would need to bear the risk of potential loss upon  
settlement if the price has dropped. 
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Types of derivatives 

There are a variety of derivative instruments. The common types include: 
 
• Forwards 1 

A forward contract (or simply a forward) is a non-standardized contract between two parties to buy or to sell an asset  
at a specified future time at a price agreed upon today. 
 
Settlement prices and trading amounts can be tailor-made according to the needs of individual investors. A “currency  
forward contract” is a common example, where an investor makes an agreement with a financial institution based on  
his/her particular needs. The investor can negotiate the contract details, such as settlement prices and settlement  
dates, with the financial institution. 
 
• Futures 
A futures contract is a “standardized forward contract” negotiated at futures exchanges, which act as a marketplace  
between buyers and sellers. The terms in the contract are standardized, including the expiry date and the quantity of  
the underlying assets. The buyers and sellers settle with the exchange for the contract. There is no direct relationship  
between the seller and the buyer, similar to other exchange traded products, e.g. listed stocks. 
 
“Hang Seng Index Futures” in the financial news is an example of futures contracts. For example, if each index point  
of the Hang Seng Index Futures is “standardized” at $50, which means, when any investor trades the Hang Seng Index  
Futures, all other investors use the same formula of one point equaling $50. 
 
• Options 1 
An option is an agreement that gives the buyer the right, but not the obligation, to buy or sell an asset at a  
predetermined strike price at a future time. The buyer pays a fee, called option premium, to the option seller for this  
right. The underlying asset’s quantity, price and the expiry date are fixed at the time when the contract is made. It  
can be traded on an exchange or OTC. 
 
A call option gives the right to buy at a predetermined strike price. So the buyer expects the underlying asset price to  
go up. A put option offers the right to sell at a predetermined strike price, so the buyer expects the underlying asset  
price to go down. An option seller receives the option premium and commits to the obligations of the option contract. 
 
• Swaps 1 
A swap is an agreement between two parties to exchange their income streams or financial obligations derived  from 
a portfolio of assets or liabilities. Swaps are highly customizable and mostly traded OTC. It is usually used by  
institutions or sophisticated individual investors. 
 
• Structured products 1 
Structured products refer to the financial products using derivatives for offering exposure/returns linked to the  
performance of the underlying assets for the considered period. Equity-linked notes and dual currency investments  
are examples of “structured products”. 
 
Structured products may be classified as "principal back at the maturity" (but still subject to credit risk of the issuer) 
or “principal is at risk”. 
 
Structured products are subject to the risks of derivatives including the market risk, credit risk of the product issuer,  
liquidity risk, early redemption risk, complexity risk, etc. Therefore, when an investor invests in structured products,  a 
clear understanding of the detailed provisions is particularly important. 
 
Example: In an equity-linked note, the investor of the note acts as seller of the put option on the underlying stock,  
receiving the option premium. If the underlying stock price does not fall below the predefined strike price, the investor  
earns the option premium and receives the principal back at the note maturity. On the other hand, if the price of the  
underlying drops below the predefined strike price, the investor may suffer significant loss due to the put option. 

1 Early termination / exit: Please refer to the termsheet / product documentation on early termination features 
(if any) and applicable penalty, fees, charges and/or commission for early exit (if any).  
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The Usage of Derivatives 

• Yield enhancement 
 

An investor believes that a specific stock will not drop beyond a certain price level in the coming month and, even if  
the price will ever drop below that level, the investor is willing to buy this stock at that price level. With this view, the 
investor may buy an equity-linked note with the strike at the price level mentioned above. If the stock price does  not 
fall below the strike, the investor realizes the yield enhancement of the investment by the option premium. But if  the 
market drops below the strike, then the investor has to buy the stocks at the strike price which is higher than the  
prevailing market price of the stock, and if the stock price falls sharply, there will be a greater risk of losses. 
 
• Hedging against adverse movements in price 
 

If an investor holds some stocks and is concerned by the risk of price fall, he/she may buy a put option. If the stock  
price does fall below the strike price, the put option will provide return which compensates some of the losses from  
stock holding. 
 
• Ability to gain exposure to underlying asset classes without acquiring the physical assets 
 

An investor can participate in, or buy and sell, different assets (e.g. stock, foreign currency, etc.) through derivatives.  
As an example, the “A-share” market in mainland China is a market that foreigners could not participate in;  however, 
through what are known as synthetic ETFs, investors can indirectly participate in the “A-share” market.  These 
synthetic ETFs make use of derivatives to track (or replicate) the performance of a market index as the main  
investment objective. Through the synthetic ETFs, although investors cannot hold “A-share” directly, the performance  
of “A-share” can be reflected by the synthetic ETFs the investors hold. This is one application of derivatives. 
 
• Leverage to magnify investment returns, while requiring only a fraction of the capital needed to establish a  

position 
 
An option allows an investor to gain exposure without holding the assets. The capital needed is the option premium 
which may be a fraction of the exposure amount. This is called the “Leverage Effect”. 
But, an investor should understand that the option has maturity date and beyond which there is no exposure through 
the  derivatives contract and the leverage can magnify the loss as well. 
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Key Risks Involved in Derivatives 
 
The list below is not exhaustive and there may be some other risks involved in derivative instruments. When trading  
derivatives, investors should always refer to the respective offering documents/ prospectus/ product brochures for  
details of the specific provisions and risks of the derivatives. Investors should carefully consider whether the 
financial derivative instruments are suitable in light of their experience, objectives, risk appetite, financial  resources 
and other relevant circumstances before investing. Investors must accept that there can be no guarantee of profits or 
no exception from losses while executing orders for purchase and / or sale of derivative contracts. 
 

Leverage risk 
The use of derivatives may give rise to a form of leverage, which may cause performance of the exposure to be more  
volatile than if it is not leveraged. A relatively small market movement will have a proportionately larger impact  
which may work for or against the investor. If the market moves against the derivative position, the investor may be  
required to pay additional margin to maintain the trading position on short notice through unfavorable liquidation. 

Market risk 
The prices of derivatives depend on the value of their underlying assets. Fluctuations in the prices of the underlying  
assets will affect the derivatives’ prices directly. This is the investment risk of the underlying assets as a result of 
changes in market conditions. Since most derivative products involve a degree of leverage, market risks can be  
substantial. This may result in substantial losses. 

Early redemption and potential capital loss risk 
Regardless of whether the investor chooses to redeem early, or because the issuer has to terminate the products  
because of early redemption, these actions may cause the investor to lose money because they may receive an  
amount less than what they have invested. Therefore, the investor should pay attention to the early redemption  
provision, and consider whether it would affect the amount he/she invests. 

Liquidity risk 
Generally speaking, this risk is related to whether or not the derivatives can be easily sold and converted into cash.  
Before the expiry date, it may be harder to sell derivatives and to convert them into cash. There is no guarantee that  
a liquid market or an active secondary market will exist for some derivatives. Buyers and sellers may not exist when it 
is necessary or desirable to enter into or exit a position. If it is not possible to sell them, the investor will have to wait 
until the derivatives expire before he/she can get his/her funds back. If the investor needs to use these funds at any 
time, he/she has to pay special attention to this risk and must be prepared to hold the instruments to maturity.  

Potential gain may be capped or limited 
In some derivative instruments, investors may have to forego the participation in price movements of  the underlying 
for an enhanced return. Underlying performance in excess may not benefit the investors.  

Interest rate risk 
Any derivatives will ultimately be exchanged for an “asset” and “money”, or exchanged between two currencies. The  
fact is that “money” is necessarily linked to interest rates; therefore, interest rate changes will affect the values of  
derivative products. 

Counterparty risk/ Issuer risk 
Investors assume the credit risk of the counterparty and/or the issuer of a derivatives instrument. The counterparty’s 
or issuer’s credit rating reflects the independent opinion of the relevant rating agencies, and is not a guarantee of 
their credit quality. If these entities encounter financial problems and this leads to a decrease in their credit rating, or 
if they collapse because of solvency problems, the values of the derivatives investments will be affected and 
investors may even lose all the investments. 

Settlement risk 
The risk exists when futures, forwards, contracts for differences options and swaps (of any type) are not settled in a  
timely manner, thereby increasing counterparty credit risk prior to settlement and potentially incurring funding costs  
that would otherwise not be experienced. 

Fund management risk  (applicable to funds) 
Derivative instruments are specialized instruments that require investment techniques and risk analysis different  
from those associated with stocks and bonds. The use of a derivative requires an understanding not only of the  
underlying instrument but also of the derivative itself. Derivatives require maintenance of adequate controls to  
monitor the transactions entered into, the ability to assess the risk that a derivative adds to the portfolio and other  
related capabilities. Investment decisions made by the portfolio manager may not always be profitable. 
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Risk Disclosures 
 

Conflicts of interest 
Various potential and actual conflicts of interest may arise from the overall investment activities or the roles of the 
parties involved in any investment product or transaction, their investment professionals and/or their affiliates. In 
particular, the counterparty / issuer / provider or its related entities or affiliates can offer or manage other 
investments which interests may be different to the interest of your investments in that investment product or 
transaction; or for cases where the product counterparty or issuer is BNP Paribas or its related entity or affiliate, BNP 
Paribas may also act as distributor, guarantor, calculation agent and/or arranger of the same product. 
 

Possible adjustments to the terms and conditions  
Investors should note that there could be some possible adjustments to the terms and conditions of the product 
under certain situations, for example but not limited to extraordinary events, market disruption events, certain 
circumstances which may have a concentrating or diluting effect on the value of the underlying and the product, 
merger or insolvency of the issuer of the underlying assets, or settlement disruptions, etc. In such events, the 
counterparty/calculation agents may have the discretion to determine any adjustments or actions necessary, 
including the termination or early redemption of the product.  
Please refer to the relevant Documents for details. 
 

Other Risks 
THIS DOCUMENT CANNOT DISCLOSE ALL POSSIBLE RISKS OF THE PRODUCT. Investors should not invest in the product 
based on this document alone. Investors should note that the product is unlisted, not collateralized and that the 
product may not be covered and protected by the Investor Compensation Fund established under the Hong Kong 
Securities & Futures Ordinance. Presently, the Investor Compensation Fund covers only exchange-traded products in 
Hong Kong. 
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Disclaimer 
 

This document is provided in Singapore by BNP Paribas, acting through its Singapore branch, and in Hong Kong by 
BNP Paribas, acting through its Hong Kong branch.  BNP Paribas, acting through its Hong Kong branch is a licensed 
bank regulated by the Hong Kong Monetary Authority, a Registered Institution under the Securities and Futures 
Ordinance of Hong Kong (Cap. 571), and registered with the Securities and Futures Commission (SFC) to carry on 
Types 1, 4, 6 and 9 regulated activities in Hong Kong (SFC CE Reference: AAF564). BNP Paribas, acting through its 
Singapore branch, is a licensed bank regulated by the Monetary Authority of Singapore. BNP Paribas Wealth 
Management is the business line name for the Wealth Management activity conducted by BNP Paribas. 

This document is produced for general information only and should not be used as reference for entering into any 
specific transaction, and the information and opinions contained herein should not be relied upon as authoritative or 
taken in substitution for the exercise of judgment by any recipient or the seeking of independent professional advice 
(such as financial, legal, accounting, tax or other advice) by any recipient. This document is not intended to be an 
offer or a solicitation to buy or to sell or to enter into any transaction. In addition, this document and its contents is 
not intended to be an advertisement, inducement or representation of any kind or form whatsoever. BNP Paribas 
reserves the right (but is not obliged) to vary the information in this document at any time without notice and, save to 
the extent provided otherwise in Clause 6.5 of the Terms and Conditions applicable to your account, BNP Paribas shall 
not be responsible for any consequences arising from such variation.  

The terms set forth herein are intended for discussion purposes only and are subject to the final expression of the 
terms of the transaction, if the investor decides to proceed with the transaction. The final terms of the transaction 
will be set forth in the final term sheet, any applicable agreement and/or confirmation. Please also refer to the 
disclosure and other important information concerning our fees, charges and/or commissions as set out in the Fee 
Schedule.  

Although the information and opinions provided herein may have been obtained or derived from published or 
unpublished sources considered to be reliable and while all reasonable care has been taken in the preparation of this 
document, BNP Paribas does not make any representation or warranty, express or implied, as to its accuracy or 
completeness and, save to the extent provided otherwise in Clause 6.5 of the Terms and Conditions applicable to your 
account, BNP Paribas shall not be responsible for any inaccuracy, error or omission. All analysis, estimates and 
opinions contained in this document constitute BNP Paribas’ own judgments as of the date of this document, and such 
expressions of opinion are subject to change without notice. Information provided herein may contain forward-looking 
statements. The words "believe", "expect", anticipate", "project", "estimate", "predict", "is confident", "has confidence" 
and similar expressions are also intended to identify forward-looking statements. These forward-looking statements 
are not historical facts but based on the current beliefs, assumptions, expectations, estimates, and projections of BNP 
Paribas in light of the information presently available, and involve both known and unknown risks and uncertainties. 
These forward-looking statements are not guarantees of future performance and are subject to risks, uncertainties 
and other factors, some of which are beyond control and are difficult to predict. Consequently, actual results could 
differ materially from those expressed, implied or forecasted in these forward looking statements. Investors should 
form their own independent judgment on any forward-looking statements and seek their own advice from 
professional advisers to understand such forward-looking statements. BNP Paribas does not undertake to update 
these forward looking statements.  Where investors take into account any theoretical historical information regarding 
the performance of the product/investment, investors should bear in mind that any reference to past performance 
should not be taken as an indication of future performance. BNP Paribas is not giving any warranties, guarantee or 
representation as to the expected or projected success, profitability, return, performance, result, effect, consequence 
or benefit of any investment/ transaction. Save to the extent provided otherwise in Clause 6.5 of the Terms and 
Conditions applicable to your account, no BNP Paribas group company or entity therefore accepts any liability 
whatsoever for any loss arising, whether direct or indirect, from the use of or reliance on this document or any part of 
the information provided.  

Structured transactions are complex and may involve a high risk of losses including possible loss of the principal 
invested. If any product mentioned in this document is a structured product which involves derivatives, do not invest 
in it unless you fully understand and are willing to assume the risks associated with it.  If you are in any doubt about 
the risks involved in any product/transaction, you should seek independent professional advice. 

Prior to entering into any transaction, each investor/subscriber should fully understand the terms, conditions and 
features of the product/investment as well as the risks and merits of entering into any transaction/investment, and 
consult with their own legal, regulatory, tax, financial and accounting advisors before making the investment. 
Investors/subscribers should fully understand the features of the investment, be financially able to bear a loss of  
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their investment and be willing to accept such risk. Save as otherwise expressly agreed in writing, (a) where BNP 
Paribas does not solicit the sale of or recommend any financial product to the investor/subscriber, BNP Paribas is 
not acting as financial adviser of the investor/subscriber in any transaction, and (b) in all cases, BNP Paribas is not 
acting as fiduciary of the investor/subscriber with respect to any transaction.  

BNP Paribas and/or persons associated or connected with it may effect or have effected a transaction for their own 
account in a product/an investment described in this document or any related product before or after this document 
is published. On the date of this document, BNP Paribas and/or persons associated or connected with it and their 
respective directors and/or representatives and/or employees may take proprietary positions and may have a long 
or short position or other interests or make a market in a product mentioned in this document, or in derivative 
instruments based thereon, and may purchase and/or sell the investment(s) at any time in the open market or 
otherwise, whether as principal or as agent or as market maker. Additionally, BNP Paribas and/or persons 
associated or connected with it may have within the previous twelve months acted as an investment banker or may 
have provided significant advice or investment services to the companies or in relation to a product mentioned in 
this document.  

This document is confidential and intended solely for the use of BNP Paribas and its affiliates, their respective 
directors, officers and/or employees and the persons to whom this document has been delivered. It may not be 
distributed, published, reproduced or disclosed by any recipient to any other person, nor may it be quoted or 
referred to in any document, without the prior written consent of BNP Paribas.  

Hong Kong: This document is distributed in Hong Kong by BNP Paribas, acting through its Hong Kong branch only to 
Professional Investors within the meaning of Part I of Schedule 1 to the Securities and Futures Ordinance of Hong 
Kong (Cap. 571). The products or transactions described in this document may not be authorised in Hong Kong and 
may not be available to Hong Kong investors.  

Singapore: This document is distributed in Singapore by BNP Paribas, acting through its Singapore branch only to 
Accredited Investors within the meaning of the Securities and Futures Act, Chapter 289 of Singapore only and is not 
intended for investors in Singapore who are not such Accredited Investors and should not be passed on to any such 
persons. Some products or transactions described in this document may not be authorised in Singapore and may 
not be available to Singapore investors.  

Save to the extent provided otherwise in Clause 6.5 of the Terms and Conditions applicable to your account, 
information in this document is for general circulation to the intended recipients only and is not intended to be a 
recommendation or investment advice to recipients hereof. A recipient of this document should seek advice from 
its/his own professional adviser regarding the suitability of the products or transactions (taking into account the 
recipient's specific investment objectives, financial situation and particular needs) as well as the risks involved in 
such products or transactions before a commitment to purchase or enter into any product or transaction is made. 

Please note that this document may relate to a product or products where BNP Paribas is issuer, and in such 
instance this document or certain information contained therein may have been prepared by BNP Paribas in its 
capacity as product issuer (“Issuer Document”). Where an Issuer Document is provided to you by BNP Paribas, acting 
through its Hong Kong branch or BNP Paribas, acting through its Singapore branch in its capacity as distributor, it 
shall also be subject to Clause 6.5 of BNP Paribas Wealth Management’s prevailing Terms and Conditions applicable 
to your accounts (“T&Cs”). To the extent that there are any inconsistency between the terms of an Issuer Document 
and Clause 6.5 of the T&Cs, the latter shall prevail. 

Generally, please take note that various potential and actual conflicts of interest may arise from the overall 
investment activities or the roles of the parties involved in any investment product or transaction, their investment 
professionals and/or their affiliates. In particular, the counterparty / issuer / provider or its related entities or 
affiliates can offer or manage other investments which interests may be different to the interest of your investments 
in that investment product or transaction; or for cases where the product counterparty or issuer is BNP Paribas or 
its related entity or affiliate, BNP Paribas may also act as distributor, guarantor, calculation agent and/or arranger 
of the same product. 

By accepting this document you agree to be bound by the foregoing limitations.  

In case there is a Chinese version of this document and there is any discrepancy between the English and Chinese 
versions, the English version shall prevail. 

© BNP Paribas (2019). All rights reserved.  
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DISCOVER OUR SOLUTIONS AND CONTACT YOUR PRIVATE BANKER: 
 

https://wealthmanagement.bnpparibas/asia/en.html 
BNP Paribas 
Wealth Management 

@BNPP_Wealth 

BNP Paribas Wealth Management 


	Slide Number 1
	Slide Number 2
	Slide Number 3
	Contents
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12

