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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. 

This document may involve complex funds, which may involve derivatives and/or loss absorption 
features, etc. In particular, please take note that funds that mainly invest 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 products. 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, investors 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. 

Where any products described herein may be authorized by the SFC, such authorization does not 
imply official recommendation or that SFC authorization is not a recommendation or 
endorsement of any product nor does it guarantee the commercial merits of any product or its 
performance. Notwithstanding other provisions in this document, products described herein may 
not be 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. Products described herein may not be 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.  

Each product described herein is 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 PRODUCTS. 

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

HEALTH WARNING 

JU 864 

INVESTMENT ALTERNATIVES 

Some funds/ETFs may carry a higher risk than the others as they may use derivatives, have 
leveraged/ inverse features, and/or are related to commodities or bonds with loss absorption 
features in their investment strategies. 

Investors may consider other lower risk funds or financial instruments with similar 
market/sector/currency exposures and similar investment strategies as investment alternatives. 



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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« Among all the traditional financial investments,  
funds constitute a choice security over the long term. 

This type of “turnkey” investment provides 
every portfolio with a source of return and natural  
diversification through the expertise of the greatest  
management professionals. 

The varied fund universe is driven by a common factor:  
its managers’ savoir-faire. When selecting funds,  
investors therefore need to look beyond 
the unique characteristics of funds and to pay  
particular attention to the fund managers. 

Investing in a fund means sharing its 
manager’s philosophy and  
placing faith in his talent. 
 
 

» 
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WHY  
INVESTING  
IN FUNDS 
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Assets  
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Monetary 
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Investor 1 
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Investor n 

Investment  
fund 

steered by a manager 

Investment  
in a fund 

Investment  
in the markets 

Fund return net of fees Investment  
management 

Depending on its nature, an investment fund is divided into units or into shares (1).  
Each investor in a fund therefore becomes either a unitholder or a shareholder. 

(1) In France and Luxembourg, two types of mutual fund can be distinguished: SICAV or 
Sociétés  d’Investissements à Capital Variable, which are limited companies, and FCP or Fonds 
Communs de  Placement, which are not legal entities but correspond to co-ownerships of 
securities. An investor in an FCP is deemed to be a unitholder whereas an investor in a 
SICAV is deemed to be a shareholder. 

An investment fund is a portfolio of financial assets, managed by a market expert  
and held collectively by the investors. Also known as mutual funds or UCITS (1)  

(Undertakings for the Collective Investment in Transferable Securities),  
investment funds are usually approved by a market authority. 

WHAT IS AN INVESTMENT FUND? 
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WHY CHOOSE AN INVESTMENT FUND? 

To delegate 

In order to benefit from constant 
flexible capital management, 
entrusted to market specialists. 

Having access to high-quality information and drawing on 
recommendations by financial analysts, the fund manager 
can select the securities he considers the best for his fund’s 
objectives, provide regular rigorous monitoring of those 
securities and continuously adapt to market fluctuations. 

In order to benefit from economies of scale. 

Due to their size, funds enable investors to benefit from 
reduced transaction fees on the sales and purchases of 
securities, and to have access to different asset classes 
at a lower cost. 

To diversify 

In order to reduce risks 
through diversification. 

Compared with a direct investment (in equities or bonds), 
investing in a fund enables the risk to be decreased. 
Buying a share in a fund is equivalent to investing 
simultaneously in several securities. The investor is 
therefore much less exposed to specific risk, i.e. the risk 
inherent to holding one particular security. 

The more a portfolio is diversified in securities, 
the more its specific risk decreases. 

In order to reduce risks 
through diversification. 

The investor can have easy access to geographical 
regions or specific investment themes, requiring a very 
precise knowledge of the investment universe, such as 
commodity futures, Asian convertible bonds, Russian 
company stocks ... 

The global risk of a portfolio corresponds 
to the risk linked to market fl uctuations, 
to which is added the specifi c risk relative 
to each of the securities comprising the 
portfolio. The more diversified the 
portfolio in terms of number of securities, 
the more its specific risk diminishes. 
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Investment funds subject to European law 

Investment funds domiciled in European Union  
countries may be subject to the UCITS V directive  and 
thus protect the investor, particularly through  
diversification and concentration rules. For example,  
this directive forbids any line in a fund portfolio to  
represent more than 10% of the total portfolio assets  
and forbids the sum of lines representing more than  
5% of the portfolio to exceed 40% of the total fund  
assets. In addition, the concept of a simplified  
prospectus was also implemented by this directive  
so that “key” information is delivered to and accessible  
by every investor. 

To enhance security 

In order to protect the investment  through 
a legal and regulatory framework. 

A fund is audited by an auditor and the securities are 
kept in the fund’s custodian, as well as fund managers 
are regulated by the market authorities of  the fund’s 
country of domicile. In order to ensure coherency in 
the fund management, particularly with regard to the 
description given in the fund prospectus, the work of the 
fund manager is also supervised by the competent 
market authority. Finally, a growing number of funds and 
management companies voluntarily comply with the UCITS 
V(1) directive, which aims to strengthen the single market 
at the same time as improving financial protection for 
each investor. 

In order to benefit from investment liquidity. 

Most funds allow investors to invest and withdraw at  
any time. With the exception of structured funds and  
funds belonging to very specific categories, all funds  
provide a daily valuation and therefore daily liquidity. 

(1) Undertakings for the Collective Investment in Transferable 
Securities is a European  Directive, adopted on 21 January 
2002, that widened the application of the “European  passport” 
notion for marketing to include other investment fund 
categories as well as  management companies. The UCITS V 
directive, that came into force in most European countries in 
2014, increases the standardization of European regulations. 
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SOME KEY FEATURES 

MANAGEMENT COMPANY 

A company whose main activity is to manage the assets 
entrusted to it. All management companies are approved 
by the supervisory authorities of the country in which they 
are based. 

FUND MANAGER 

A professional who selects the assets in which to invest 
in order to build the fund portfolio that he manages 
thereafter. A fund manager is usually specialized by style. 

TYPES OF FUND 

Money market, bond, equity, diversified (invested in both 
equities and bonds) and structured funds (using 
derivatives). Some funds may have a limited lifetime or 
offer capital returned at maturity. 

INVESTMENT UNIVERSE 

Defines the geographical region, sector, capitalization 
size, maturity, management style (for an equity fund) and 
the issuer’s quality (for a bond fund) of the securities in 
which the fund portfolio may be invested. 

BENCHMARK OR REFERENCE INDEX 

Refers to the market index with which the fund 
performance can be compared. This index generally has 
a geographical or sectoral specificity. The benchmark 
often defines the fund’s investment universe and allows 
the relative performance obtained by the fund manager 
to be measured. 

FUND OBJECTIVE 

A fund may aim to replicate or better the performance of 
its benchmark index over a given time horizon. Some 
funds aim for absolute performance. 
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TYPES OF SHARE 

Capitalization shares, reinvesting portfolio returns in the 
fund, and distribution shares, paying out portfolio 
returns to the shareholders. These shares can be for 
private or institutional clients. The nomenclature of share 
types varies according to the management company. 

NET ASSET VALUE (NAV) 

Means the price of each share in the fund. This value is 
usually provided daily. 

DOMICILE 

Every fund is domiciled in a country and governed by 
the laws of that country. 

REGISTRATION 

In order to be authorized for sale in a country other than 
that in which it is domiciled, a fund must be registered in 
such country, i.e. be approved by the local market 
authority. 

SUBSCRIPTION 

Most funds offer flexible entry and withdrawal to investors, 
who are free to subscribe or to request redemption of their 
shares at the prevailing NAV. Such funds are known as open-
end funds. 

PROSPECTUS 

Legal document informing the investor how the fund 
works and explaining the management method used by 
its manager. In its simplified version, it is also known as 
the Key Investor Information Document (KIID). Drawn up 
by the investment fund and approved by the local 
market authority. The prospectus is essential for 
marketing a fund and the prospectus should be 
consulted before subscribing. 

FUND ASSETS UNDER MANAGEMENT 

Means the total amount of investments composing the 
fund. Depending on the management company, the fund’s 
age and its investment universe, a fund’s assets can vary 
from several tens of millions to several billion euros. 
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UNDERSTANDING 
ACTIVE  

MANAGEMENT 
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WHY CHOOSE ACTIVE MANAGEMENT? 

There are two main types of investment fund management: 

active fund management 
(for active funds) 

seeking to outperform a benchmark 
index or to offer an absolute performance. 

passive fund management 
(for index funds and trackers) seeking only 

to replicate the performance  
of a benchmark index. 

To bet on savoir-faire 

Active management is based on 
the expertise of management professionals. 

Active management consists in the manager, at his own 
discretion, selecting and buying, from a wide range of 
securities corresponding to the fund strategy and risk 
profile, those that are likely to generate capital gains. 
The portfolio management of an active fund is based on 
its managers’ market expectations. 
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Good stock picking is essential in times of 
uncertain markets. 

In times of high volatility, correlation between securities 
tends to increase. Consequently, the more market 
securities are correlated (that is to say, have a tendency 
to move in the same direction) the more the investor 
is exposed both to market risk and capital loss (i.e. a 
simultaneous decrease in these different assets if the 
economic situation were to deteriorate). Active 
management and good stock picking thus become more 
important than ever in order to benefit from high returns. 

Active management is efficient 
when markets deteriorate. 

Whereas a passively managed fund is obliged to replicate 
the trends of its benchmark, an actively managed fund 
will be able to use its flexibility to make the most of 
market downturns in order to outperform its benchmark. 

Active management enables 
market inefficiencies to be exploited. 

Markets being inefficient, the quotation of each asset 
does not reflect its intrinsic value at all times and does 
not always price in the latest news concerning it. 
Active management enables managers to benefit 
from these market inefficiencies, each inefficiency 
representing an opportunity to generate high returns 
for investors. 

Constant adaptation 
to market conditions 

Active management allows more 
responsiveness and flexibility. 

An active manager seeks to anticipate and to adapt 
to market trends in order to optimize his selection 
of securities and to outperform his benchmark. By 
drawing on a sound research team and using a coherent 
investment process, an active manager can both 
capture market opportunities (IPOs, M& As, development 
of a growth sector) and take pre-emptive steps against 
any securities giving him cause for concern. 
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Active management fees 

The OCR or Ongoing Charges Ratio measures all the 
costs relative to the management and the running 
of a fund compared with its total assets. It groups 
transaction, management, custody and administration 
fees. Sometimes performance fees may be added. 
Management fees vary depending on the underlying 
asset class. So a fund invested in equities will have 
higher fees than a bond fund. Active management 
fees have a reputation of being higher than those for 
passive management. However, some passively 
managed funds, such as trackers, can sometimes 
prove to be more expensive since their continuous 
quotation gives rise to liquidity and execution fees 
that are often not taken into account. With the 
exception of the major stock indices, a tracker risks 
having fees that are comparable to those of an 
actively managed fund. 
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offers limited exposure to risk, 
through its diversification in 

several stocks, compared with an 
investment in a direct line. 

performance through his choice of 
management styles, market caps, sectors 
and geographical regions. 

The active management features of an equity fund 

An investment in an equity fund 
The equity fund manager generates 

(*) Indicative levels depending on the geographical region and investment universe in question. 

Large caps 
Companies with a market capitalization 
of more than 5 billion euros in Europe (*). 

Mid caps 
Companies with a market capitalization 
of between 1 and 5 billion euros in Europe (*) 

Small caps 
Companies with a market capitalization 
of less than 1 billion euros in Europe (*) 

All caps 
The manager selects companies of varying 
market capitalization sizes. 

Market capitalization sizes 

In the construction and management of his portfolio, the manager of an equity or 
bond fund relies on certain key characteristics and uses different selection criteria. 

HOW IS AN ACTIVE FUND MANAGED? 
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Sector 

The sector of each security can be used as a fund  
management tool, particularly for equity funds. Thus, in order  
to manage the portfolio and do the necessary arbitrages  
of portfolio stocks, the manager pays particular attention  
to business cycles and to analysts’ market forecasts. 
For example, in periods of recovery and growth, the 
manager will tend to favour so-called cyclical sectors 
(materials, industrials ... ) whereas he will tend to choose 
defensive sectors (health, telecommunications ... ) in 
times of slowing growth or economic recession. 
In addition, an equity fund manager can adopt a global 
sectoral approach in the construction of his portfolio by 
limiting his investment universe to stocks belonging to 
the same field of activity. 

Geographical region 

When the geographical region is used as a management 
tool for an equity fund, the manager remains particularly 
attentive to political and currency risks in every 
geographical region where his fund is invested. When he 
constructs his equity fund, the manager can choose to 
limit his investment universe to one country, or even 
to one or more geographical regions. For instance, there 
are funds entirely invested in European or emerging 
country equities. 

Management styles 

Growth 
When he selects the stocks that will compose his 
fund, the manager attributes more importance to 
their growth potential than to their past 
performance. Companies generating stable profit 
growth that is higher than the market average are 
preferred. 

Value 
The manager seeks stocks that are undervalued by 
the market, with an attractive valuation compared 
with their sectors or their intrinsic value, or 
possessing catalysts for revaluation. 

Blend 
The investment strategy can be “growth” or 
“value” depending on the economic situation or 
market context. The blend management style can 
be opportunistic when the manager seeks 
performance at all times, without waiting for the 
market to favour any one particular management 
style. 

GARP (Growth At Reasonable Price) 
Companies combining strong earnings growth with 
an attractive valuation are favoured by the 
manager. 
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A bond fund enables investors 
to benefit from significant 

decorrelation compared with 
equity markets, whilst offering low 

volatility and high visibility. 

The performance of an actively managed 
bond fund results from successive buy and 
sell transactions, not from holding bonds 
until maturity. The issuer and issue quality, 
and the bond’s maturity, modified duration 
and sector guide the selection made by a 
bond fund manager. 

The active management features of a bond fund 

Quality of the issuer 
and the issue 

A bond fund may limit its investment universe to issuers 
having a given rating level. For instance, a fund can be 
entirely invested in bonds offering a limited default risk 
and therefore offering a lower return potential. Moreover, 
whatever the investment universe of a bond fund may 
be, the issuer quality is often an essential management 
criterion. When selecting bonds, the manager monitors 
the ratings given by credit rating agencies to the issuer 
of each bond and/or to the bond issue itself. 

 
The rating influences the credit spread of a bond, 
i.e. the excess yield associated with it. The better the 
bond rating, the lower the issuer risk and consequently the 
lower the excess yield. Among other strategies, the 
bond fund manager can seek to improve the performance of 
his fund by betting on credit spread tightening. 
The manager can also invest in discounted niches 
that offer high yields in compensation for higher risk 
(subordinated debt, high yield bonds, inflation-linked 
bonds, emerging country bonds ...). 
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Maturity and modified duration 

The manager of a bond fund seeks to adapt the global 
modified duration of his portfolio to the macro-economic 
context. Thus, he aims to anticipate changes in monetary 
policy and the resulting interest rate changes in order to 
invest in maturities corresponding to those forecasts. 

 
The return on a bond depends, among other things, on 
the change in key interest rates (AAA sovereign rates of 
the same maturity and in the same currency). 

 
Furthermore, the modified duration of a bond price 
(i.e. its sensitivity to interest rate movements) increasing 
with its maturity, the manager favours long-dated bonds 
if he foresees interest rate decreases and chooses short-
dated bonds if he is expecting interest rates to rise.. 

Sector 

For bond funds invested in corporate bonds, and not 
government bonds, the manager can adopt a sectoral 
approach. In this way, the choice of the issuer’s sector 
may constitute a management tool for a bond fund 
independently of its investment universe. 

To go further ... 

In the management of a bond fund, the manager can 
also make use of hedging products, the implementation 
of particular yield curve, convergence or arbitrage 
strategies, or of systematic risk control through 
budget and risk management. In addition, other 
management processes are also used in the management 
of money market, diversified and structured funds. 
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A fund’s performance is generally measured against those of funds in its own 
category. Fund categories define homogenous groups in terms of asset class, 
geographical region, business sector, etc. Comparing the performance of a fund 
belonging to the “European equity” category with that of a fund belonging 
to the “US equity” category would be pointless. 

HOW TO MEASURE FUND PERFORMANCE 
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Top  
quartile 

2nd 
quartile 

Performance 
of funds in the 
same category 

Performance quartiles 

Quartiles enable a fund’s performance compared with 
those of its peers to be assessed. Within the same 
category, funds can be classed by performance and are 
divided into four levels: the quartiles. When a fund 
belongs to the first quartile, known as the Top quartile, 
it is one of the 25% of funds offering the best 
performance in their category. On the other hand, funds 
belonging to the fourth quarter are among the 25% of 
funds with the worst performances in their category. 

Quantitative and 
qualitative concepts 

Many quantitative agencies, such as Morningstar, Lipper 
and Citywire, award ratings to investment funds. Every 
agency does not necessarily give the same classification 
to a fund belonging to the same category since the 
performance criteria taken into account may be different. 

 
Quantitative rating agencies rely solely on an analysis of 
a fund’s past performance. This is why qualitative rating 
agencies, such as Standards & Poor’s and Morningstar 
Research, are also useful when assessing and selecting 
an investment fund since such agencies aim to 
understand the fund’s management process, its past 
outperformance, its manager’s main competitive edge 
and the pertinence of his investment decisions. 

 
However, these qualitative rating agencies only cover a 
limited number of funds. Therefore, at the same time as 
agency ratings, it is advisable to follow some basic 
rules to guide your choice of funds. 

4th 
quartile 

3rd 
quartile 
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Market 
performance 

Beta 
Measures the systematic risk of a fund, i.e. its degree 
of sensitivity to market movements, embodied by 
those of its benchmark. 

Alpha 
Defines the outperformance of a fund compared with 
the performance of its benchmark. The higher a fund’s 
alpha, the higher its performance in relation to its 
benchmark. 

The net asset value of a fund with an alpha of 3.2% will 
tend to grow by 3.2% when the change in its benchmark 
is zero. 

Sensitivity of the fund 
to market movements 

Funds Bullish markets Bearish markets 

 
with 

Bêta > 1 

The fund tends 
to outperform 
its benchmark 

The fund tends 
to underperform 
its benchmark 

 
with 

Bêta = 1 

The fund tends to have the same 
performance as it benchmark, 

i.e. the same as the market 

 
with 

Bêta < 1 

The fund tends 
to underperform 
its benchmark 

The fund tends 
to outperform 
its benchmark 

The beta of a fund is generally between 0 and 2. When 
markets are up by 10%, a fund with a beta of 0.75 will have 
a performance that will increase by 7.5%, whereas if markets 
are down by 10%, the fund performance will decrease by 
7.5%, all other things being equal. 

Beta 

Value added generated 
by the manager 

PERFORMANCE INDICATORS 

Fund 
performance 

To go further ... 

The R-Squared or R2 (a coefficient of determination) 
means the percentage of a fund’s movements that 
can be explained by the fund’s alpha and beta. The 
value of the R2 is fundamental since it measures the 
fund’s use of its alpha and beta. According to our 
estimates, it needs to be at least 77% for the alpha 
and beta to be statistically significant. 

Alpha 
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SOME  

CRITERIA 
FOR SELECTING  

A FUND 

Diversification 
•Find out the composition  
of the fund and be aware  

of its main exposures. 

• Is the fund subject to 
the UCITS V regulations? 

Fees and liquidity 2 

•What is the total amount of 
management fees or OCR? 

• Can the manager cope 
with massive withdrawals from the fund 

(redemption of holdings)? 

Context 
• What is the market vision 
compared with that of the fund? 

• What is the currency risk? 

Performance 
•Is the current manager 
responsible for all the past 
performances of the fund? 

•What explains any outperformance 
by the fund and is this in line 
with the manager’s philosophy? 

Management 
• What is the fund’s objective? 

• What leeway does the manager afford himself 
in relation to the fund’s investment universe 

(cap sizes, recourse to cash ...)? 

• What discipline has the manager established 
(maximum loss level, profit-taking policy ...)? 

• What is the structure, stability and experience 
of the management team? 

Risks 2 
• Is the fund’s investment 

process coherent? 

• What are the risks inherent to 
an investment in the fund? 

SELECTING A FUND 
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1  Please refer to risk factors or risk disclosures for further details. 

2 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). 



With the exception of turbulent market phases, money 
market funds generally have an average volatility of 
between 0 and 2%, bond funds between 2 and 5%, 
and equity funds between 15 and 30%. 
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Time 

Fund with a high 
tracking error 

Fund with a low 
tracking error 

Benchmark 

Tracking error 

Defines to what extent the fund performance replicates 
the performance of its benchmark. Also known as relative 
risk, the tracking error measures the extent of the fund’s 
risk compared with its benchmark universe. The lower the 
tracking error, the closer the fund’s performance to that of 
its benchmark, and the more the fund’s relative risk is 
limited. On the contrary, the higher the tracking error, the 
higher the fund’s relative risk. 

A fund with a high tracking error may significantly  
outperform its benchmark, but may also significantly  
underperform it. The risks associated with this type  
of fund and thus its potential return are higher than  
those of a fund with a low tracking error which,  
whatever the market conditions, will generate 
a performance close to that of its benchmark. 

When selecting and monitoring an investment fund, several risk indicators  
can be used, such as volatility, the tracking error, the Sharpe ratio 
and the information ratio. 

 
 

Volatility 

As for any financial asset, the volatility of a fund  
indicates the total risk resulting from changes in its value.  
It measures the deviation of a fund’s performance from  
its average performance. The higher a fund’s volatility,  
the higher the risk associated with this fund. 

FUND RISK ANALYSIS 

Money  
market  
funds 

Bond  
funds 

Developed  country 
equity  funds 

Emerging   
country funds 

Commodity   
funds 

V o l a t i l i t y  
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What are the risks inherent to an investment fund? 

Market risk: the value of the fund follows the trend, whether it be bullish or bearish,  
of the markets of the financial instruments and currencies held in the portfolio. 

 
Management risk: with regard to actively managed funds, depending on the quality  of 
the manager’s decisions, the desired management objective andd performances may 
be only partially attained. 

 
Risk of capital loss: unless specified that the full capital invested will be returned at maturity, 
the shares or units of a fund are subject to the risk of a decrease in their value.  
 
Liquidity risk: the liquidity offered by a fund depends on the frequency of the net asset value  
of each of its shares or units and on the possible conditions for their redemption. The larger  
the amount of assets under management in the fund and the wider the fund’s investment  
universe, the greater the fund’s liquidity. 

Sharpe ratio 

Measures the fund’s excess performance relative to 
a risk-free rate (cash investment) divided by the fund’s  
volatility. The Sharpe ratio enables the fund’s management  
quality to be assessed in relation to that of its peers. 
A fund manager can generate a higher performance than  
his competitors, but he can only be considered a good  
manager if this excess return does not involve too much  
excess risk. The higher the Sharpe ratio, the better 
the risk-adjusted performance. 

A fund with a Sharpe ratio higher than 1 indicates that the  
fund manager has made decisions, which generated a fund  
performance that is higher than the associated risk-taking.  
A Sharpe ratio of between 0 and 1 indicates that the  
risk-taking in the fund management is higher than the  
performance generated. The order of magnitude is the same  
as that for the information ratio. 

Information ratio 

Also known as the modified Sharpe ratio, the information  
ratio measures the fund’s excess performance in relation  
to its benchmark divided by the volatility of this outper-  
formance (tracking error). The information ratio is a more  
precise risk indicator than the Sharpe ratio, but it can only  
be used for funds with a benchmark. 
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HOW TO  
INVEST 

IN A FUND 
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A FEW  

ESSENTIAL  
TIPS 

   

Avoid the overexposure  
of several funds held in portfolio  

to the same security or to the  
same geographical region. 
Too great a concentration  

of investments implies  
extra risk taking. 

Ensure that the fund portfolio is liquid  
at all times. How many days are  
necessary to sell all the shares 

or units of the funds constituting the  
portfolio? 

Regularly review the allocation  
of the funds in portfolio. 
Does the allocation of the funds  
held correspond to the desired  
selection? 

Do not refer solely to the  
historical performances of the  

funds in portfolio, since these  
do not necessarily guarantee  

their future performances. 

Identify well each fund’s factors of performance  
or underperformance: quality of the 
management team, marked rise in the  
portfolio value, departure of a manager,  
change in the fund’s objective ... 

After having constructed a fund portfolio that is diversified through capitalization  
sizes, management styles, sectors, geographical regions, issuers, maturities and  
currencies, it is essential to monitor its evolution and to ensure the optimization  of 
its performance at all times. 

OPTIMIZE THE PERFORMANCE  
OF YOUR FUND PORTFOLIO 
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BENEFIT FROM 
THE EXPERTISE             
OF A TEAM OF  
PROFESSIONALS 

SEVERAL  
SOLUTIONS  

FOR INVESTING  
IN FUNDS 

A selection that takes  
account of operational  
risk (soundness of the  

management company  
structure, risk of fraud …). 

   A selection of external funds chosen  
in partnership with FundQuest Advisor  

(a BNP Paribas Group company), 
a major international player  

in multi-management  
with over EUR 11 billion 

in assets under management. 

Arbitrage proposals  
to increase 
the security 

of your positions. 

Constant monitoring of the selected  
funds as regards both quantitative  
aspects (fund performance and the  
trends of the underlying securities  
comprising it) and qualitative aspects  
(change of manager, change in the  
fund’s investment objective …). 

Structured investments, which offer  
a wide range of solutions satisfying  
numerous risk/return profiles. 
They enable you, for instance,  
to have access to fund baskets. 

   Advisory on your  
fund allocation. 

A selection of in-house funds  
managed by BNP Paribas Asset  

Management, amongst the world  
largest asset managers.    

High-quality investment recom-  
mendations (what funds to buy,  
hold or sell, and why). 

   

Discretionary portfolio  
management mandates,  
which allow you to delegate 
the entire management of your fund  
portfolio to experts in this type 
of product and which can be  
adapted to meet your requirements. 

BNP Paribas Wealth Management offers you several solutions for investing in funds  
and guides you at every step in the construction of your portfolio. 

INVESTING IN A FUND 
WITH BNP PARIBAS WEALTH MANAGEMENT 
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Investors should note that investment involves risks. The risk considerations and disclaimers in relation to funds as 
set out below are not intended to be exhaustive. Investors should refer to the relevant offering documents/prospectus 
for details and product features, in particular the risk factors. 
 

Full principal is at risk 
 

Secondary Market and Liquidity Risk 

Some investments may not have active secondary markets. It may be difficult to sell the units/shares of a fund if the 
fund does not offer a frequent and regular dealing day. Some investments in a fund may become illiquid (for example, 
over-the-counter or unlisted securities), and are subject to lower liquidity. Liquidity risk represents a fund not able to 
sell or buy these investments quickly enough to prevent or minimize a loss in the fund. If a transaction is particularly 
large and the relevant market is illiquid, purchases and sales of the fund may take longer than would otherwise be 
expected and transactions may need to be conducted at unfavorable prices. Investors must be prepared to hold the 
fund for a longer than expected time horizon. 
 

Interest Rate Risk 

A fund may carry interest rate risk. Changes in interest rates will impact the performance of the fund. Interest rates 
tend to change suddenly and unpredictably. 
 

Foreign Exchange Risk 

A fund may carry foreign exchange risk. Changes in the values between investors’ home currency and the fund’s 
currency, and changes in the values between the fund’s currency and investor’s local currency may impact the 
performance of the fund and the investment return. Foreign exchange rates may change suddenly and unpredictably. 
 
Mark-to-market Risk   

The market value of a fund is expected to fluctuate significantly according to various factors including but not limited 
to the financial, political, economic and other events. If the fund does not offer a frequent and regular dealing day, 
investors seeking to sell the fund may be subject to the prevailing market value which may be substantially less than 
the original purchase price.  
 
Not a time deposit 

Fund is not equivalent to, nor should it be treated as a substitute for, time deposit. It is not a protected deposit and is 
(a) not protected by the Hong Kong Deposit Protection Scheme in Hong Kong and the repayment of the fund is also not 
guaranteed by the Hong Kong SAR Government’s Exchange Fund and (b) not protected by the Deposit Insurance 
Scheme in Singapore and the repayment of the fund is also not guaranteed by the Singapore Government. 
 
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. 



Risks associated with money / cash management funds 

Investors should note that the purchase of a unit/share in a fund is not the same as placing funds on deposit with a 
bank or deposit taking company, that the management company has no obligation to redeem units/shares at the offer 
value and that the fund is not subject to the supervision of the Hong Kong Monetary Authority in Hong Kong or the 
Singapore Government. 
 
Risks associated with warrant funds 

Investors should note the nature of warrants and the risks inherent in investment in warrants. Prices of warrants may 
fall just as fast as they may rise, therefore the fund carries a significant risk of loss of capital. It is suitable only for 
those investors who can afford the risk involved. 
 

Risks associated with futures and options funds 

Investors should note the key features of the fund detailed in the offering document, including but not limited to, the 
type(s) of futures contracts (and, if appropriate, options), the risks inherent in such investment and the trading 
strategy to be adopted, the management, advisory and brokerage fees payable by the fund, the nature and size of 
transaction costs that are expected to be incurred by the scheme and the implications of expected greater number of 
transactions on the amount of these costs, etc. 
 

Risks associated with guaranteed funds 

Investors should note that due to the guarantee structure, there will be a dilution of performance. Potential returns in 
excess of the guaranteed amount are subject to investment risk and are not guaranteed. The fund is subject to the 
credit risk of the guarantor and the issuers of the underlying investments and is subject to the liquidity risk of the 
underlying investments. 

Investors should also note the risks, if any, associated with conflicts of interest that may arise amongst different 
operating parties. The scope or validity of the guarantee may be affected under certain circumstances including, where 
relevant, the condition that the guarantee only applies to investors who hold their investments until the date specified 
in the guarantee and that dealings before such date are fully exposed to fluctuations in the value of the fund’s assets. 
Investors should pay attention details of the mechanism of any up-front charging fee structure and the cost 
implications to investors (where applicable) in the offering document. 
 

Risks associated with index funds 

Investors should note the description of the market or sector the index aims to represent, and the characteristics and 
general composition of the index and, where applicable, concentration in any economic sectors and/or issuers. 

Investors should also note that the investment of the fund may be concentrated in the securities of a single issuer or 
several issuers and note the lack of discretion to adapt to market changes due to the inherent investment nature of 
fund and that falls in the index are expected to result in corresponding falls in the value of the fund. There is no 
guarantee or assurance of exact or identical replication at any time of the performance of the index, and there may be 
circumstances that may lead to tracking errors and the related risks, and strategies employed in minimizing such 
errors or circumstances that may affect the accuracy and completeness in the calculation of the index. 

Investors should also note that index composition may change and securities may be delisted. Investors should also 
pay attention to whether the index provider and the management company of the scheme (or its connected persons) 
are independent of each other. If not, the means by which possible conflicts of interests may be addressed. 
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Risks associated with funds that invest in financial derivative instruments  

Investors should note the risks associated with investments in financial derivative instruments. Investors should NOT 
invest in the fund unless they fully understand and are willing to assume the risks associated with financial derivative 
instruments. The fund investing in financial derivative instruments is exposed to the credit, potential contagion and 
concentration risks of the counterparties who issued the financial derivative instruments, and the market value of any 
collateral held by the fund may have fallen substantially when the fund seeks to realize such collateral; and (ii) the 
fund may be exposed to higher liquidity risk if such financial derivative instruments do not have an active secondary 
market. 
 

Risks associated with funds investing in bonds 

Investors are reminded not to treat all bonds as risk free products as they are subject to various risks including the 
following: 

• Credit risk: bonds are subject to the risk of the issuer defaulting on its obligations.  It should also be noted that 
credit ratings assigned by credit rating agencies do not guarantee the creditworthiness of the issuer; 

• Liquidity risk: some bonds may not have active secondary markets and it would be difficult or impossible for 
investors to sell the bond before its maturity. 

• Interest rate risk: bonds are more susceptible to fluctuations in interest rates and generally prices of bonds will fall 
when interest rate rise. 

Risks associated with high yield bonds 

In particular, Investors should pay attention to funds invest primarily in high yield bonds with following 
characteristics that (i) they will be subject to the risks associated with investments in bonds as described above; and 
(ii) the net asset value of a fund that invests in such bonds may decline or be negatively affected if there is a default of 
any of the high yield bonds that it invests in or if interest rates change. The risks of high yield bonds may also include 
the following: 

• Higher credit risk: Since high-yield bonds (non-investment grade bonds) are typically rated below investment 
grade or are unrated and as such are often subject to a higher risk of issuer default, greater possibility of default 
and greater price volatility. 

• Vulnerability to economic cycles: During economic downturns high-yield bonds (non-investment grade bonds) 
typically fall more in value than investment grade bonds as (i) investors become more risk averse and (ii) default 
risk rises. 

• Capital growth risk: some high-yield bond funds may have fees and/ or dividends paid out of capital. As a result, 
the capital that the fund has available for investment in the future and capital growth may be reduced; 

• Dividend distributions: some high-yield bond funds may not distribute dividends, but instead reinvest the 
dividends into the fund or alternatively, the investment manager may have discretion on whether or not to make 
any distribution out of income and/ or capital of the fund. Also, a high distribution yield does not imply a positive or 
high return on the total investment; and 

• Other key risks that may relate to the relevant fund including concentration of investments in particular types of 
specialized debt or a specific geographical region or sovereign securities. 

 



Risks associated with bonds with special features 

• Subordinated bonds: Investors should pay attention to the credit information in relation to the bond and the 
implications of its “subordinated” nature. Investors should note that holders of subordinated bonds will bear higher 
risks than holders of senior bonds of the issuer due to a lower priority of claim in the event of the issuer’s 
liquidation. 

• Convertible bonds risk: When investing in such bond funds, such investments may have exposure to convertible 
bonds that are subject to the risks associated with both debt and equity securities, and to risks specific to 
convertible securities. Their value may change significantly depending on economic and interest rate conditions, 
the creditworthiness of the issuer (and/or the guarantor, as applicable), the performance of the underlying equity 
and general financial market conditions. In addition, issuers (and/or the guarantors, as applicable) of convertible 
bonds may fail to meet payment obligations and their credit ratings may be downgraded. Convertible bonds may 
also be subject to lower liquidity than the underlying equity securities. 

• Perpetual bonds: Investors should note that perpetual bonds do not have a maturity date, and the coupon 
payments may be deferred or even suspended subject to the terms and conditions of the issue. Furthermore, as 
perpetual bonds are often callable and / or subordinated, investors should note the reinvestment risk, and / or a 
lower priority of claims (e.g. on liquidation of the issuer), as the case may be. 

• Bonds with other special features - callable, discretionary coupons, variable / deferred interest payment terms or 
extendable maturity dates: Callable bonds are callable and investors face reinvestment risk when the issuer 
exercises its right to redeem the bond before it matures. Some bonds have discretionary coupons, variable and/or 
deferral of interest payment terms. For any such bonds, investors would face uncertainty over the amount and time 
of the interest payments to be received, or investors may not receive any coupons. Some bonds have an extendable 
maturity date and investors would not have a definite schedule of principal repayment. 

• Bonds with multiple credit support providers and structures: cover structures such as a bond having multiple 
guarantors. Such bonds are considered as complex products given that some of these bonds may have multiple 
credit support providers with no material operations, or may involve complex structures which subordinate the 
bondholders’ rights to those of the multiple credit support providers.  

• Contingent convertible (1) or bail-in (2) bonds: Given contingent convertible and bail-in bonds are hybrid debt-
equity instruments that may be written off or converted to common stock on the occurrence of a trigger event, 
investors should note the product nature, the trigger events, and implications of any trigger to the investors. 

(1) “Contingent convertible bonds” refer to bonds that contain a clause requiring them to be written off or 
converted to common stock on the occurrence of a trigger event. These bonds generally absorb losses while the 
issuer remains a going concern (i.e. in advance of the point of non-viability). (2) “Bail-in” generally refers to (a) 
contractual mechanisms (i.e. contractual bail-in) under which bonds contain a clause requiring them to be written 
off or converted to common stock on the occurrence of a trigger event, or (b) statutory mechanisms (i.e. statutory 
bail-in) whereby a national resolution authority writes down or converts bonds under specified conditions to 
common stock. Bail-in bonds generally absorb losses at the point of non-viability. 

• Financial bonds (bonds related to the financial sector): When investing in financial bonds with convertible or 
exchangeable features, such investments will be subject to both equity and bond investment risk. Bonds that have 
contingent write down or loss absorption features may be written-off fully or partially or converted to common 
stock on the occurrence of a trigger event. Some financial bonds (including subordinated or even senior bonds), 
though are not classified by the market as Contingent Convertibles (Cocos) with explicit capital trigger for loss 
absorption, may also have loss absorption features, including (1) those with contractual loss absorption at point of 
non-viability (PONV), (2) those in countries with statutory bail-in, and/or (3) those in countries that are likely to 
have statutory bail-in before the maturities of these bonds. Holders of subordinated debentures will bear higher 
risks than holders of senior debentures of the issuer due to a lower priority of claim in the event of the issuer’s 
liquidation. 
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Risks associated with funds that invest in or are linked to bonds with loss-absorption features  

Funds that invest mainly in, or whose returns are closely linked to the performance of, bonds or debt instruments (i.e. 
underlyings) with features of contingent write-down or conversion to ordinary shares on the occurrence of (1) when a 
financial institution is near or at the point of non-viability (PONV); or (2) when the capital ratio of a financial 
institution falls to a specified level, are considered as loss absorption products and would be subject to additional 
risks. Investors should take note that such underlyings are subject to the risk of being written down or converted to 
ordinary shares (as the case may be). For Tier 1/Tier 2/Tier 3 bonds as underlyings, the loss absorption mechanism is 
triggered at PONV, whereas for Coco bonds as underlyings, the loss absorption mechanism is triggered with a 
mechanical trigger as specified in the prospectus or at PONV. 

Regardless of the triggering mechanism in respect of the underlyings, it may potentially result in substantial losses to 
your investment. Please note that the priority of claims for reimbursement depends on the subordination hierarchy of 
the various capital and financing buffers in respect of the underlyings, at which for example, the holders of 
subordinated debts are only repaid after the holders of senior debts have been fully reimbursed. Please take note that 
investing in underlyings with loss absorption features may potentially result in substantial losses. Accordingly, 
products investing in or are linked to such underlyings are high risk and complex, as the circumstances in which such 
products may be required to bear losses are difficult to predict and ex ante assessments of the quantum of losses will 
be highly uncertain. Such products are generally not suitable for retail investors. 
 

Risk associated with ETFs 

The principal objective of an ETF is to track the performance of an underlying index, or a group of assets such as 
commodities instead of an index, as the case may be.  

The performance of units in an ETF is unpredictable. It depends on financial, political, economic and other events as 
well as the ETF’s earnings, market position, risk situation, shareholder structure and distribution policy. 

In case of the transaction that is linked to the performance of an ETF, you should also note that the value of an 
interest in the ETF will generally decline in line with the decline of any securities which comprise the benchmark 
portfolio or the value of any benchmark index linked to the relevant ETF. Investment in the transaction linked to an 
ETF involves risks similar to those of investing in the equity securities traded on an exchange that comprise the 
benchmark portfolio or index to which the ETF is linked, such as market fluctuations caused by, amongst other things, 
economic and political developments, changes in interest rates and currency rates and market liquidity.  

Whilst the net asset value of units in an ETF will reflect the market value of the ETF’s portfolio, trading prices of the 
units in an ETF on the stock exchange may be lower or higher than the net asset value per unit.  Although the 
investment strategy of an ETF is typically designed to replicate the movements in the benchmark index or the 
underlying asset pool to which the ETF is linked, there may be divergence between the performance of the ETF and 
the performance of the benchmark index or portfolio that the ETF is designed to track due to certain tracking errors as 
a result of a number of factors (or combination thereof). These contributing factors may include, but are not limited to, 
any failure of the tracking strategy, fees and expenses that are deducted from the ETF’s returns, currency differences 
in the constituents that comprise the index or the underlying asset pool which the ETF is designed to track. In 
particular, where the benchmark index or market that the ETF tracks is subject to restricted market access, for 
instance, an emerging market index, the efficiency in the unit creation or redemption of units/interests in the ETF to 
keep the price of the ETF in line with its net asset value may be impeded or disrupted due to the lack of liquidity in its 
constituents, causing the ETF to trade at a higher premium or discount to its net asset value. There is no guarantee of 
the repayment of principal or that investment objective of the ETF will be met.   



Although the ETF is traded on stock exchange, investors should be aware that there may be no liquid trading market 
for the units of the ETF. There can be no assurance that active trading markets for units of the ETF will continue to 
develop, nor is there a certain basis for predicting the actual price levels at, or sizes in, which units may trade.  

 

Below are some risks associated with ETFs with special features. The list is not exhaustive. Investors should always 
refer to the relevant ETF / product prospectus(es) for details, in particular, the risk factors. 

 
Risk associated with Synthetic ETFs 

Due to market accessibility, the efficiency in unit creation or redemption to keep the price of the synthetic ETF in line 
with its net asset value (“NAV”) may be disrupted, causing the synthetic ETF to trade at a higher premium or discount 
to its NAV. Such risks may have a negative impact on the potential return of the product. If an ETF adopts a synthetic 
replication investment strategy to achieve its investment objectives by investing in financial derivative instruments, 
you should note that (i) by investing in financial derivative instruments, the ETF is exposed to the credit, potential 
contagion and concentration risks of the counterparties who issued the financial derivative instruments, and the 
market value of any collateral held by the ETF may have fallen substantially when the ETF seeks to realise such 
collateral; and (ii) the ETF may be exposed to higher liquidity risk if such financial derivative instruments do not have 
an active secondary market. 

Synthetic ETF products may include different kinds of strategies, including but not limited to index tracking, 
replication strategy, leverage strategy, or any combination of derivatives with collateral requirements. Investor should 
refer to the respective ETF prospectus and be familiar with particular features and risk.  

The major risks associated with synthetic ETFs are highlighted below:  

(1) Market risk – the clients are exposed to the political, economic, currency and other risks related to the synthetic 
ETF’s underlying index. 

(2) Counterparty risk – where a synthetic ETF invests in derivatives to replicate the index performance, the clients are 
exposed to the credit risk of the counterparties who issued the derivatives, in addition to the risks relating to the 
index. Further, potential contagion and concentration risks of the derivatives issuers should be taken into account (e.g. 
since derivative issuers are predominantly international financial institutions, the failure of one derivative 
counterparty of a synthetic ETF may have a “knock-on” effect on other derivative counterparties of the synthetic ETF). 
Some synthetic ETFs have collateral to reduce the counterparty risk, but there may be a risk that the market value of 
the collateral has fallen substantially when the synthetic ETF seeks to realise the collateral.  

(3) Liquidity risk – a higher liquidity risk is involved if a synthetic ETF involves derivatives which do not have an active 
secondary market. Wider bid-offer spreads in the price of the derivatives may result in losses.  

(4) Tracking error – there may be disparity between the performance of the synthetic ETF and the performance of the 
underlying index due to, for instance, failure of the tracking strategy, currency differences, fees and expenses.  

(5) Trading at a discount or premium – where the index/market that the synthetic ETF tracks is subject to restricted 
access, the efficiency in unit creation or redemption to keep the price of the synthetic ETF in line with its NAV may be 
disrupted, causing the synthetic ETF to trade at a higher premium or discount to its NAV. Investors who buy a 
synthetic ETF at a premium may not be able to recover the premium in the event of termination.  
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Risk associated with Leveraged Products and/or Inverse Products structured as ETFs (“L&I Products”) 

Leveraged products structured as ETFs (“Leveraged Products”) typically aim to deliver a return equivalent to a 
multiple of the underlying index return that they track. On the other hand, inverse products structured as ETFs 
(“Inverse Products”) typically aim to deliver the opposite of the return of the underlying index that they track. To 
produce the specified leveraged or inverse return, these ETFs have to rebalance their portfolios, typically on a daily 
basis.  L&I Products are different from the buy-to-hold characteristics of conventional ETFs.  Investors should normally 
not hold L&I Products for longer than the rebalancing interval, which is typically one day.  L&I Products are designed 
as a trading tool for short-term market timing or hedging purposes, and are not intended for long term investment.  
L&I Products are only suitable for sophisticated trading-oriented investors who constantly monitor the performance of 
their holdings on a daily basis; and the performance of L&I Products, when held overnight, may deviate from the 
underlying indices. 

Leveraged Products aim to obtain leveraged exposure to an index.  The ETFs may be leveraged by borrowing, by 
entering into futures contracts and through the use of other financial derivatives. Whilst leveraging provides the ETFs 
with significantly more market exposure and hence an opportunity for greater total returns than it would have where 
no leveraging is being used, it also exposes the ETFs to a greater risk of loss arising from adverse movements in the 
index and a fall in the value of the index will trigger a greater and accelerated fall in the net asset value of the ETFs.  
Due to the use of leverage and effects of compounding, the performance of the  ETFs will be magnified (either in an 
upward or downward market) as compared with that of the index. The performance of the ETFs for periods longer 
than a single day, especially in periods of volatility, may differ significantly from the performance of the index over the 
same period of time. 

Investors of any Inverse Product shall lose money when the index rises, which is a result that is the opposite from 
traditional index tracking ETFs. There is no guarantee that the Inverse Product will achieve a high degree of inverse 
correlation to the index and therefore achieve its inverse leveraged investment objective.  

Inverse leveraged products structured as ETFs (“Inverse Leveraged Products”) seek investment results of a certain 
multiple of the inverse (or opposite) of the performance of an index. The Inverse Leveraged Products are different and 
much riskier than most ETFs that do not use leverage, and are suitable for investors who have sufficient knowledge 
and understand the risks associated with shorting and the use of leverage and intend to actively monitor and manage 
their portfolios. 
 
Risks associated with the Use of Financial Derivatives 

Prices of financial derivatives may be affected by many factors. An illiquid market may adversely affect the price of 
financial derivatives and therefore the value of the ETFs. In particular, over-the-counter financial derivatives are 
normally less liquid than exchange traded financial derivatives. When an exchange traded financial derivative is de-
listed, its liquidity and price may be adversely affected. 

ETFs investing in futures contracts are particularly volatile. The prices of futures contracts may be affected by many 
factors apart from the values of the underlying assets. The low initial margin deposits normally required to establish a 
position in futures contracts permit a high degree of leverage. As a result, a relatively small movement in the price of a 
futures contract may result in a profit or loss which is greater than the amount of margin deposits initially placed with 
the intermediaries. ETFs will be subject to the counterparty risk with regard to financial derivatives which it holds and 
in the event of the insolvency of any counterparty or of any broker through which the fund manager trades for the 
account of the ETFs, the ETFs may only rank as an unsecured creditor in respect of the sums due to the ETFs under the 
relevant margin account or otherwise and any losses arising there from will be borne by the ETFs. 

As a result of the above, the price of units in the ETFs may be volatile. Investors should note that whilst the ETFs will 
use financial derivatives to achieve its investment objective, investors’ liabilities are limited to the amount they invest 
in the ETFs. 



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 
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Paribas does not solicit the sale of or recommend any financial product to the investor/subscriber, BNP Paribas is 
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referred to in any document, without the prior written consent of BNP Paribas.  
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