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All Units will receive distributions in the base currency 
(HKD) only. 

Creation/Redemption Policy  Cash (HKD) only 

Application Unit Size (only by or 

through Participating Dealers)  
Minimum 400,000 Units (or multiples thereof) 

Dealing Deadline  

4:10 p.m. (Hong Kong time) on the relevant Dealing 

Day, or such other time as the Manager (with the 

approval of the Trustee) may determine  

Management Fee  Currently 1.6% per year of the Net Asset Value  

Financial Year End  

31 December (The first financial year-end of the Product 

will be 31 December 2021. The first audited accounts 

and the first semi-annual unaudited interim reports of the 

Product will be for the period ending 31 December 2021 

and 30 June 2021 respectively.)  

Website  http://www.csopasset.com/en/products/hk-hst-l 
 
What is the Investment Objective?  

The investment objective of the Product is to provide investment results that, before fees and 
expenses, closely correspond to twice (2x) the Daily performance of the Index.  The Product 
does not seek to achieve its stated investment objective over a period of time greater than 
one day . 

What is the Investment S trategy?  

To achieve the investment objective of the Product, the Manager will use a Swap-based synthetic 
replication strategy by investing in Swaps as discussed below. 

The investment strategy of the Product is subject to the investment and borrowing restrictions set 
out in Part 1 of this Prospectus. 

Other than Swaps, the Manager may invest in financial derivative instruments (mainly forwards) for 
hedging purposes, including the currency hedging demand. The Manager has no intention to invest 
the Product in any financial derivative instruments (including structured products or instruments) for 
non-hedging (i.e. investment) purposes. 

All investments of the Product other than Swaps will comply with 7.36 to 7.38 of the Code on Unit 
Trusts and Mutual Funds (the "Code ").The Manager has no current intention to enter into any 
securities lending, repurchase and reverse repurchase or similar transaction in respect of the 
Product. 
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All Units will receive distributions in the base currency 
(HKD) only. 

Creation/Redemption Policy  Cash (HKD) only 

Application Unit Size (only by or 

through Participating Dealers)  
Minimum 400,000 Units (or multiples thereof) 

Dealing Deadline  

4:10 p.m. (Hong Kong time) on the relevant Dealing 

Day, or such other time as the Manager (with the 

approval of the Trustee) may determine  

Management Fee  Currently 1.6% per year of the Net Asset Value  

Financial Year End  

31 December (The first financial year-end of the Product 

will be 31 December 2021. The first audited accounts 

and the first semi-annual unaudited interim reports of the 

Product will be for the period ending 31 December 2021 

and 30 June 2021 respectively.)  

Website  http://www.csopasset.com/en/products/hk-hst-2i  

 

What is the Investment Objective?  

The investment objective of the Product is to provide investment results that, before fees and 
expenses, closely correspond to the two times inverse (-2x) of the Daily performance of the Index.  
The Product does not seek to achieve its stated investment objective over a period of time 
greater than one day . 

What is the Investment S trategy?  

To achieve the investment objective of the Product, the Manager will use a Swap-based synthetic 
replication strategy by investing in Swaps as discussed below. 

The investment strategy of the Product is subject to the investment and borrowing restrictions set 
out in Part 1 of this Prospectus. 

Other than Swaps, the Manager may invest in financial derivative instruments (mainly forwards) for 
hedging purposes, including the currency hedging demand. The Manager has no intention to invest 
the Product in any financial derivative instruments (including structured products or instruments) for 
non-hedging (i.e. investment) purposes. 

All investments of the Product other than Swaps will comply with 7.36 to 7.38 of the Code on Unit 
Trusts and Mutual Funds (the "Code ").  

The Manager has no current intention to enter into any securities lending, repurchase and reverse 
repurchase or similar transaction in respect of the Product. 
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Investors should note that the Product does not invest in the bitcoin spot market. The price of 
CME Bitcoin Futures reflects the expected value of bitcoin in the future, whereas the spot price 
of bitcoin reflects the immediate delivery value of bitcoin. A variety of factors can lead to a 
disparity between the expected future price of bitcoin and the spot price at a given point in time, 
such as interest charges incurred to finance the purchase of bitcoin and expectations concerning 
supply and demand for bitcoin. The price movements of CME Bitcoin Futures are typically 
correlated with the movements of the bitcoin spot price, but the correlation is generally imperfect 
and price movements in the spot market may not be reflected in the futures market (and vice 
versa). As such, the Product may underperform the bitcoin spot price.  

The below chart shows the fluctuation of the price difference in percentage terms between CME 
Bitcoin Futures (BTC) and bitcoin spot price (as represented by bitcoin/USD spot cross 
referenced from Bloomberg) for the period from 1 January 2019 to 31 May 2024:  

The fluctuation of price difference in percentage terms between CME Bitcoin Futures and bitcoin 
spot price was on average around 0.76% (in case where the price of CME Bitcoin Futures is 
higher than bitcoin spot price, i.e. contango) and -0.59% (in case where the price of CME Bitcoin 
Futures is lower than bitcoin spot price, i.e. backwardation) of the bitcoin spot price, with the 
largest price difference of around 9.04% (in case of contango) and -10.45% (in case of 
backwardation) of the bitcoin spot price.  
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APPENDIX 12: CSOP NVIDIA DAILY (2X) LEVERAGED PRODUCT  

 
Key Information  

Set out below is a summary of key information in respect of the CSOP NVIDIA Daily (2x) Leveraged 
Product ���W�K�H���³�3�U�R�G�X�F�W�´���� �Z�K�L�F�K���V�K�R�X�O�G���E�H���U�H�D�G���W�R�J�H�W�K�H�U���Z�L�W�K���W�K�H���I�X�O�O���W�H�[�W���R�I�� �W�K�L�V���$�S�S�H�Q�G�L�[�� �D�Q�G���W�K�H��
Prospectus. 

Investment Objective  

To provide investment results that, before fees and 

expenses, closely correspond to twice (2x) the Daily 

performance of the common stock of NVIDIA Corp 

(NASDAQ: NVDA) 

Underlying Stock  NVIDIA Corp (NASDAQ: NVDA) 

Initial Offer Period  

9:00 a.m. (Hong Kong time) of 19 March 2025 to 4:30 

p.m. (Hong Kong time) of 20 March 2025, or such other 

date as the Manager may determine  

Initial Issue Date  
21 March 2025, or such other date as the Manager may 

determine  

Issue Price during the Initial 

Offer Period  
USD10 

Listing Date (SEHK)  
Expected to be 24 March 2025, but may be postponed 

by the Manager to a date no later than 24 April 2025  

Exchange Listing  SEHK �± Main Board 

Stock Code  
USD Counter: 9788 

HKD Counter: 7788 

Short Stock Name  
USD Counter: XL2CSOPNVDA-U 

HKD Counter: XL2CSOPNVDA 

Trading Board Lot Size  
USD Counter: 10 Units 

HKD Counter: 10 Units 

Base Currency  USD 

Trading Currenc ies  
USD Counter: US Dollars (USD) 

HKD Counter: Hong Kong Dollars (HKD) 

Distribution Policy  
The Manager intends to distribute income to 
Unitholders annually (in December) having regard to 
the Product�¶s net income after fees and costs.  



 
 
 

Further, the Manager may, at its discretion, pay 
distributions out of capital or out of gross income while 
all or part of the fees and expenses are charged to 
capital, resulting in an increase in distributable income 
for the payment of distributions and therefore, 
distributions may be paid effectively out of capital. 
There is no guarantee of any regular distribution. 

All Units will receive distributions in the base currency 
(USD) only. 

Creation/Redemption Policy  Cash (USD) only 

Application Unit Size (only by or 

through Participating Dealers)  
Minimum 50,000 Units (or multiples thereof) 

Dealing Deadline  

5:30 p.m. (Hong Kong time) on the relevant Dealing 

Day, or such other time as the Manager (with the 

approval of the Trustee) may determine  

Management Fee  Currently 1.6% per year of the Net Asset Value  

Financial Year End  

31 December (The first financial year-end of the Product 

will be 31 December 2025. The first audited accounts 

and the first semi-annual unaudited interim reports of the 

Product will be for the period ending 31 December 2025 

and 30 June 2026 respectively.)  

Website  https://www.csopasset.com/en/products/hk-nvda-2l 

 
What is the Investment Objective?  

The investment objective of the Product is to provide investment results that, before fees and 
expenses, closely correspond to twice (2x) the Daily performance of the common stock of NVIDIA 
Corp (NASDAQ: NVDA) ���W�K�H���³Underlying Stock �´��.  The Product does not seek to achieve its 
stated investment objective over a period of time greater than one day . 

What is the Investment Strategy?   

The Product seeks to achieve its investment objective by using a Swap-based synthetic replication 
strategy as discussed below. 

The investment strategy of the Product is subject to the investment and borrowing restrictions set 
out in Part 1 of this Prospectus. 

�6�Z�D�S���E�D�V�H�G���V�\�Q�W�K�H�W�L�F���U�H�S�O�L�F�D�W�L�R�Q���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\ 

�6�\�Q�W�K�H�W�L�F���5�H�S�O�L�F�D�W�L�R�Q���X�V�L�Q�J���6�Z�D�S 

The Product will enter into more than one partially-funded Swaps (which are over-the counter 
financial derivative instruments entered into with more than one Swap Counterparties) whereby the 
Product will provide a portion of the net proceeds from subscription from the issue of the Units as 
�L�Q�L�W�L�D�O�� �P�D�U�J�L�Q�� ���³Initial Amount �´���� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�L�H�V�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��
appointed by the Trustee in segregated accounts and will only be transferred to the Swap 
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Counterparties when the Product defaults and in return the Swap Counterparties will provide the 
Product with an exposure to the Underlying Stock (net of transaction costs). 

Initial Amount 

No more than 60% of the Net Asset Value of the Product from time to time will be used as Initial 
Amount by way of cash and listed units of money market funds authorised by the SFC to acquire 
the Swaps. 

�8�Q�G�H�U�� �H�[�F�H�S�W�L�R�Q�D�O�� �F�L�U�F�X�P�V�W�D�Q�F�H�V�� ���H���J���� �L�Q�F�U�H�D�V�H�G��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\�� �L�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �W�X�U�E�X�O�H�Q�F�H������ �W�K�H��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �P�D�\�� �L�Q�F�U�H�D�V�H��
�V�X�E�V�W�D�Q�W�L�D�O�O�\���� �7�K�H�� �,�Q�L�W�L�D�O���$�P�R�X�Q�W�� �Z�L�O�O�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�X�V�W�R�G�L�D�Q�� �D�S�S�R�L�Q�W�H�G�� �E�\�� �W�K�H��
�7�U�X�V�W�H�H�� �Z�K�R�� �Z�L�O�O�� �K�R�O�G�� �W�K�H�� �D�P�R�X�Q�W�� �I�R�U�� �W�K�H�� �3�U�R�G�X�F�W�� �L�Q�� �G�H�V�L�J�Q�D�W�H�G�� �D�F�F�R�X�Q�W�V���� �D�Q�G�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���K�D�Y�H���D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���R�Y�H�U���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W�����D�Q�G���W�K�H���U�H�O�H�Y�D�Q�W���D�F�F�R�X�Q�W�V�����X�S�R�Q��
�V�X�F�K���W�U�D�Q�V�I�H�U�����7�K�H�U�H���L�V���Q�R���W�U�D�Q�V�I�H�U���R�I���O�H�J�D�O���W�L�W�O�H�����D�Q�G���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�P�D�L�Q�V���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�����E�X�W��
�D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���Z�L�O�O���E�H���F�U�H�D�W�H�G���W�K�H�U�H�X�S�R�Q���L�Q���I�D�Y�R�X�U���R�I���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���� 

Other investments 

�1�R�W���O�H�V�V���W�K�D�Q�����������R�I���W�K�H���1�H�W���$�V�V�H�W���9�D�O�X�H�����W�K�L�V���S�H�U�F�H�Q�W�D�J�H���P�D�\���E�H���U�H�G�X�F�H�G���S�U�R�S�R�U�W�L�R�Q�D�W�H�O�\���X�Q�G�H�U��
�H�[�F�H�S�W�L�R�Q�D�O���F�L�U�F�X�P�V�W�D�Q�F�H�V���Z�K�H�U�H���W�K�H�U�H���L�V���D���K�L�J�K�H�U���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�T�X�L�U�H�P�H�Q�W�����D�V���G�H�V�F�U�L�E�H�G���D�E�R�Y�H����
�Z�L�O�O���E�H���L�Q�Y�H�V�W�H�G���L�Q���F�D�V�K�����+�.�'���R�U���8�6�'�����D�Q�G���R�W�K�H�U���+�.�'���R�U���8�6�'���G�H�Q�R�P�L�Q�D�W�H�G���L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V����
�V�X�F�K���D�V���G�H�S�R�V�L�W�V���Z�L�W�K���E�D�Q�N�V���L�Q���+�R�Q�J���.�R�Q�J���D�Q�G���+�.�'���R�U���8�6�'���G�H�Q�R�P�L�Q�D�W�H�G���V�K�R�U�W���W�H�U�P�����L���H�����P�D�W�X�U�L�W�\��
�O�H�V�V�� �W�K�D�Q�� ���� �\�H�D�U�V���� �L�Q�Y�H�V�W�P�H�Q�W���J�U�D�G�H�� �E�R�Q�G�V�� �D�Q�G�� �P�R�Q�H�\�� �P�D�U�N�H�W�� �I�X�Q�G�V�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H��
�U�H�T�X�L�U�H�P�H�Q�W�V�� �R�I�� �W�K�H�� �&�R�G�H���� �<�L�H�O�G�� �L�Q�� �+�.�'�� �R�U�� �8�6�'�� ���D�V�� �W�K�H�� �F�D�V�H�� �P�D�\�� �E�H���� �I�U�R�P�� �V�X�F�K�� �F�D�V�K�� �D�Q�G��
�L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V���Z�L�O�O���E�H���X�V�H�G���W�R���P�H�H�W���W�K�H���3�U�R�G�X�F�W�¶�V���I�H�H�V���D�Q�G���H�[�S�H�Q�V�H�V���D�Q�G���D�I�W�H�U���G�H�G�X�F�W�L�R�Q���R�I��
�V�X�F�K�� �I�H�H�V�� �D�Q�G�� �H�[�S�H�Q�V�H�V���� �W�K�H�� �U�H�P�D�L�Q�G�H�U�� �Z�L�O�O�� �E�H�� �G�L�V�W�U�L�E�X�W�H�G�� �E�\�� �W�K�H�� �0�D�Q�D�J�H�U�� �W�R�� �W�K�H�� �8�Q�L�W�K�R�O�G�H�U�V�� �L�Q��
�8�6�'���� 

No more than 10% of the Net Asset Value may be invested in the Underlying Stock of the Product.  

No more than 10% of the Net Asset Value may be invested in collective investment schemes which 
may be eligible schemes (as defined by the SFC) or authorised by the SFC in accordance with all 
the applicable requirements of the Code. For the avoidance of dou�E�W�����W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���L�Q��
the money market funds mentioned in the preceding paragraph is not subject to this limit. Any 
investment in ETFs will be considered and treated as collective investment schemes for the 
purposes of and subject to the requirements in 7.11A and 7.11B of the Code.  

For the avoidance of doubt, the Product will not invest in collective investment schemes which are 
non-eligible schemes and not authorised by the SFC. 

All investments of the Product other than Swaps will comply with 7.36 to 7.38 of the Code. The 
Manager has no current intention to enter into any securities lending, repurchase and reverse 
repurchase or similar transaction in respect of the Product. 

Collateral 

Counterparty Exposure 

Collateral arrangements will be taken in relation to these derivative transactions with a view that 
the percentage of the counterparty risk exposure (expressed as a percentage of net assets) is 
reduced to zero. 
 
 
To collateralise the mark-to-market exposure under the relevant Swap, additional amounts will 
be transferred as variation margin (either by the Product to the Swap Counterparty or vice versa) 
on each business day during the Swap transaction.  Such variation margin will be transferred by 
way of title transfer, or by way of a security interest with a right of use (analogous to title transfer) 
granted thereon. During this process, the Manager will manage the Product to ensure that the 
collateral held by the Pr�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\��



 
 
 

risk exposure and be maintained, marked-to-market on a daily basis, with a view to ensuring that 
there is no uncollateralised counterparty risk exposure at the end of a trading day (subject to 
intra-day price movements, market risk and settlement risk etc.). If the collateral held by the 
�3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I��
any trading day T, by the end of that trading day T, the Manager will generally require that each 
Swap Counterparty deliver additional collateral assets (i.e. variation margin) to make up for the 
difference in value, with the settlement of such delivery expected to occur on or before trading 
day T+2. 
 
Each Swap Counterparty will deliver collateral with a view to reduce the net exposure of the 
Product to each counterparty to 0% (zero per cent), although a minimum transfer amount of up 
to USD250,000 (or currency equivalent) will be applicable. 
 
Diagrammatic Illustration of Synthetic Replication Strategy 
 
Please see below a diagram illustrating the operation of the swap-based synthetic replication 
investment strategy above: 
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Swap Transaction 
 
Each Swap is documented by a confirmation which supplements, forms part of and is governed 
by a 2002 ISDA Master Agreement with schedule thereto (together with an ISDA Credit Support 
Annex and/or ISDA Credit Support Deed in respect thereof), in each case, entered into by the 
Trustee on behalf of the Product and the Swap Counterparty. ISDA documentation is published 
by the International Swaps and Derivatives Association, Inc. 
 
Prior to commencing any transaction with a Swap Counterparty under a Swap, the Manager has 
obtained (if such Swap Counterparty is an existing swap counterparty) or will obtain (if such Swap 
Counterparty is a new swap counterparty) legal opinions or such other confirmations or 
assurances from the Swap Counterparties reasonably acceptable to the Product, confirming that 
(a) such Swap Counterparty has the capacity and authority to enter into the relevant Swap and 
(b) the obligations expressed to be assumed by such Swap Counterparty under the relevant Swap 
constitute legal, valid, binding obligations of the Swap Counterparty enforceable against it in 
accordance with their terms. The enforceability of the termination, bilateral close-out netting and 
multibranch netting provisions in the 2002 ISDA Master Agreement in the relevant jurisdictions in 
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�W�K�H���3�U�R�G�X�F�W�
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which enforcement action may be brought is covered by standard netting opinions commissioned 
�E�\���,�6�'�$�����,�Q���U�H�V�S�H�F�W���R�I���H�D�F�K���6�Z�D�S�����Q�R�Q�H���R�I���W�K�H���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U���W�K�H���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´��
contained in the 2002 ISDA Master Agreement has been disapplied in respect of the relevant 
Swap Counterparty (although some of them have been amended to reflect the nature of the Swap 
�&�R�X�Q�W�H�U�S�D�U�W�\�����W�K�H���7�U�X�V�W�H�H���D�Q�G���W�K�H���3�U�R�G�X�F�W���D�Q�G���F�H�U�W�D�L�Q���³�$�G�G�L�W�L�R�Q�D�O���7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´���K�D�Y�H���D�O�V�R��
been inserted in respect of the Trustee and the Product). The Trustee (on behalf of the Product) 
�K�D�V���W�K�H���U�L�J�K�W�����L�Q���W�K�H���H�Y�H�Q�W���R�I���L�Q�V�R�O�Y�H�Q�F�\���R�U���W�K�H���R�F�F�X�U�U�H�Q�F�H���R�I���F�H�U�W�D�L�Q���R�W�K�H�U���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U��
�³�7�H�U�P�L�Q�D�W�L�R�Q�� �(�Y�H�Q�W�V�´�� �R�I�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�D�W�� �D�U�H�� �F�R�Q�W�L�Q�X�L�Q�J�� �D�W�� �W�K�H�� �U�H�O�H�Y�D�Q�W�� �W�L�P�H���� �W�R��
terminate the Swap on behalf of the Product at any time (such termination may take effect 
immediately) and without any approval from the Swap Counterparty. 
 
The actual termination events vary according to the negotiation between the Manager and each 
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����7�K�H���I�R�O�O�R�Z�L�Q�J�V���D�U�H���V�R�P�H���H�[�D�P�S�O�H�V���R�I���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´�� 

 
(a) decline in the Net Asset Value of the Product to a prescribed triggering level;  

  
(b) illegality of other similar events which affects the ability of the Swap Counterparty or the 

Product to perform its obligations under the Swap agreement; 
 

(c) change of Manager or Trustee; and 
 

(d) termination of the Product.  
 
Criteria for Selection of Swap Counterparty  
 
In selecting a Swap Counterparty (or a replacement Swap Counterparty), the Manager will have 
regard to a number of criteria, including but not limited to the fact that the prospective Swap 
Counterparty or its guarantor is a substantial financial institution (as defined under the Code) 
subject to an on-going prudential and regulatory supervision,��or such other entity acceptable to 
the SFC under the Code. The Manager may also impose such other selection criteria as it 
considers appropriate. A Swap Counterparty must be independent of the Manager.  
 
As at the date of this Prospectus, the Swap Counterparties to the Product and their guarantors 
(where relevant) are:  
 
Swap Counterparty  Place of incorporation of 

the Swap Counterparty  
�6�W�D�Q�G�D�U�G�� �	�� �3�R�R�U�¶�V�� �F�U�H�G�L�W��
rating  

J.P.Morgan Securities PLC �8�Q�L�W�H�G���.�L�Q�J�G�R�P �$�$�� 

Societe Generale France A 

HSBC Bank Plc United Kingdom A- 

 
The Manager will publish, inter alia, the latest list of the identity of the Swap Counterparty of the 
�3�U�R�G�X�F�W�����D�V���Z�H�O�O���D�V���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���D�Q�G���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���V�X�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����R�Q��
�W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H�� �D�W��https://www.csopasset.com/en/products/hk-nvda-2l (which has not 
been reviewed by the SFC). 

Collateral Arrangements 

The Manager seeks the provision of collateral to mitigate potential counterparty risks, with a view 
to ensuring that there is no uncollateralized counterparty risk exposure subject to the minimum 
�W�U�D�Q�V�I�H�U���D�P�R�X�Q�W�V���G�H�V�F�U�L�E�H�G���L�Q���W�K�H���V�H�F�W�L�R�Q���K�H�D�G�H�G���³�&�R�X�Q�W�H�U�S�D�U�W�\���(�[�S�R�V�X�U�H�´���D�E�R�Y�H�����7�K�H���F�R�O�O�D�W�H�U�D�O��

https://urldefense.com/v3/__https:/www.csopasset.com/en/products/hk-nvda-2l__;!!CqcxuPVp!MOKVhOyu__A8TjxrGhV-06xIn9jM5gXFanFQDIevlH7F2IX8W8o8OUhWTmvwaAy0ngmXk1s_qJOCOdJrOimy$


 
 
 

�K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���V�K�R�X�O�G���U�H�S�U�H�V�H�Q�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
exposure towards the Swap Counterparties, with the value of the collateral marked to market by 
the end of each trading day. Where collateral taken is in the nature of cash and/or government 
bonds, the market value of such cash and/or government bond collateral should represent at least 
100% of the related gross counterparty risk exposure towards the Swap Counterparties.  
 
Collateral may take such form as the Manager considers appropriate, and currently it is in the 
form of bonds and/or cash. If a Swap Counterparty becomes insolvent, or if a Swap Counterparty 
fails to pay any sum payable under the Swap when due and after a demand has been made, or 
if other events of default specified in the relevant swap agreement occur, the Product, subject to 
the terms of the swap agreement, shall be entitled to enforce the relevant collateral and obtain 
full title thereof. In such instance�V�����W�K�H���3�U�R�G�X�F�W�¶�V���R�E�O�L�J�D�W�L�R�Q�V���W�R���U�H�W�X�U�Q���W�K�H���F�R�O�O�D�W�H�U�D�O���Z�L�O�O���E�H���R�I�I�V�H�W��
�D�J�D�L�Q�V�W���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���R�E�O�L�J�D�W�L�R�Q���W�R���S�D�\���X�Q�G�H�U���W�K�H���V�Z�D�S���D�J�U�H�H�P�H�Q�W���� 
 
The Manager has adopted measures to monitor the eligibility criteria and valuation of collateral 
provided to the Product on an ongoing basis.  
 
Collaterals taken by the Product shall comply with all applicable requirements under the Code, 
including Chapter 8.8(e) of the Code as supplemented by such other guidance from the SFC from 
time to time.  
 
The following criteria will be observed when accepting assets as collaterals for the Product: 
liquidity, daily valuation, credit quality, price volatility, diversification, correlation, management of 
operational and legal risks, enforceability, not being availability for secondary recourse and 
involving no structured product. Only cash collateral will be reinvested in accordance with the 
collateral policy set out in Part 1 of this Prospectus.   
 
The details of the collateral requirements required under the Code and the collateral policy of the 
Trust and the Product are set out in Part 1 of this Prospectus. 
 
Collateral provided to the Product must be held by the Trustee or any custodian duly appointed 
by the Trustee.  
 
�'�H�W�D�L�O�V�� �R�I�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �P�D�Q�D�J�H�P�H�Q�W�� �S�R�O�L�F�\�� �F�D�Q�� �E�H�� �I�R�X�Q�G�� �D�W�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H���D�W��
�K�W�W�S�V�������Z�Z�Z���F�V�R�S�D�V�V�H�W���F�R�P���H�Q���S�U�R�G�X�F�W�V���K�N���Q�Y�G�D�����O�����Z�K�L�F�K���K�D�V���Q�R�W���E�H�H�Q���U�H�Y�L�H�Z�H�G���E�\���W�K�H���6�)�&��.  
 
�7�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���G�H�U�L�Y�D�W�L�Y�H���H�[�S�R�V�X�U�H���P�D�\���E�H���P�R�U�H���W�K�D�Q�������������R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H�� 

The Product's net derivative exposure to financial derivative instruments will not exceed 202% of 
its Net Asset Value (i) at the time of Daily rebalancing of the Product, (ii) between Daily rebalancing, 
unless due to market movements. 

Swap Fees 

�7�K�H���3�U�R�G�X�F�W���Z�L�O�O���E�H�D�U���W�K�H���V�Z�D�S���I�H�H�V�����Z�K�L�F�K���L�Q�F�O�X�G�H�V���D�O�O���F�R�V�W�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���6�Z�D�S���W�U�D�Q�V�D�F�W�L�R�Q�V��
�D�Q�G���D�U�H���V�X�E�M�H�F�W���W�R���W�K�H���G�L�V�F�X�V�V�L�R�Q���D�Q�G���F�R�Q�V�H�Q�V�X�V���E�H�W�Z�H�H�Q���W�K�H���0�D�Q�D�J�H�U���D�Q�G���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\��
�E�D�V�H�G���R�Q���W�K�H���D�F�W�X�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V���R�Q���D���F�D�V�H���E�\���F�D�V�H���E�D�V�L�V�����7�K�H���V�Z�D�S���I�H�H�V���U�H�S�U�H�V�H�Q�W���D��
�Y�D�U�L�D�E�O�H�� �V�S�U�H�D�G�� ���Z�K�L�F�K�� �F�D�Q�� �E�H�� �S�R�V�L�W�L�Y�H�� �R�U�� �Q�H�J�D�W�L�Y�H���� �S�O�X�V���6�2�)�5���Z�K�L�F�K�� �U�H�I�O�H�F�W�V���W�K�H�� �E�U�R�N�H�U�D�J�H��
�F�R�P�P�L�V�V�L�R�Q�� �D�Q�G���W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �L�Q�� �R�U�G�H�U�� �W�R��
�S�U�R�Y�L�G�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���W�Z�R���W�L�P�H�V���O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���� 

�,�I���W�K�H���V�Z�D�S���I�H�H�����6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���S�R�V�L�W�L�Y�H���I�L�J�X�U�H�����W�K�H�Q���L�W���Z�L�O�O���E�H���E�R�U�Q�H���E�\���W�K�H���3�U�R�G�X�F�W���D�Q�G���P�D�\��
�K�D�Y�H���D�Q���D�G�Y�H�U�V�H���L�P�S�D�F�W���R�Q���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H���D�Q�G���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����D�Q�G���P�D�\���U�H�V�X�O�W��
�L�Q�� �D�� �Q�H�J�D�W�L�Y�H�� �L�P�S�D�F�W�� �R�Q�� �W�K�H�� �W�U�D�F�N�L�Q�J�� �G�L�I�I�H�U�H�Q�F�H�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W���� �2�Q�� �W�K�H�� �F�R�Q�W�U�D�U�\���� �L�I�� �W�K�H�� �V�Z�D�S�� �I�H�H��
���6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���Q�H�J�D�W�L�Y�H���I�L�J�X�U�H�����W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���S�D�\���W�K�H���V�Z�D�S���I�H�H���W�R���W�K�H���3�U�R�G�X�F�W��
�D�Q�G���P�D�\���O�H�D�G���W�R���D���S�R�V�L�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���W�U�D�F�N�L�Q�J���G�L�I�I�H�U�H�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����F�X�U�U�H�Q�W�O�\���W�K�H���V�Z�D�S���I�H�H�V��
�D�U�H�� �H�[�S�H�F�W�H�G�� �W�R�� �U�D�Q�J�H�� �I�U�R�P�� ������������ �W�R�������������� �S�H�U�� �D�Q�Q�X�P�� �R�I�� �W�K�H�� �6�Z�D�S�� �Q�R�W�L�R�Q�D�O�� �D�P�R�X�Q�W���� �L���H�����I�U�R�P��
�������������W�R�����������������S�H�U���D�Q�Q�X�P���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����7�K�L�V���L�V���D���E�H�V�W���H�V�W�L�P�D�W�H���R�Q�O�\���D�Q�G���P�D�\��
�G�H�Y�L�D�W�H�� �I�U�R�P�� �W�K�H�� �D�F�W�X�D�O�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V������ �,�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V�� �D�Q�G�� �H�[�F�H�S�W�L�R�Q�D�O��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���� �W�K�H�� �E�U�R�N�H�U�D�J�H�� �F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I���I�L�Q�D�Q�F�L�Q�J�� �W�K�H��
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�X�Q�G�H�U�O�\�L�Q�J���K�H�G�J�H���P�D�\���L�Q�F�U�H�D�V�H���V�L�J�Q�L�I�L�F�D�Q�W�O�\���D�Q�G���L�Q���U�H�W�X�U�Q���L�Q�F�U�H�D�V�H���W�K�H���V�Z�D�S���I�H�H�V�����:�K�H�Q���W�K�H���D�F�W�X�D�O��
�V�Z�D�S�� �I�H�H�� �O�H�Y�H�O�� �H�[�F�H�H�G�V���W�K�H�� �G�L�V�F�O�R�V�H�G�� �O�H�Y�H�O���� �W�K�H�� �0�D�Q�D�J�H�U�� �Z�L�O�O�� �L�V�V�X�H�� �Q�R�W�L�F�H�� �W�R�� �W�K�H���L�Q�Y�H�V�W�R�U�V�����7�K�H��
�3�U�R�G�X�F�W�� �V�K�D�O�O�� �E�H�D�U�� �W�K�H�� �V�Z�D�S�� �I�H�H�V�� ���L�Q�F�O�X�G�L�Q�J�� �D�Q�\�� �F�R�V�W�V�� �D�V�V�R�F�L�D�W�H�G�� �Z�L�W�K�� �W�K�H�� �H�Q�W�H�U�L�Q�J�� �L�Q�W�R���� �R�U��
�X�Q�Z�L�Q�G�L�Q�J�� �R�U�� �P�D�L�Q�W�H�Q�D�Q�F�H�� �R�I���� �D�Q�\�� �K�H�G�J�L�Q�J�� �D�U�U�D�Q�J�H�P�H�Q�W�V�� �L�Q���U�H�V�S�H�F�W���R�I�� �V�X�F�K�� �6�Z�D�S�V�������6�Z�D�S�� �I�H�H�V��
�D�U�H�� �D�F�F�U�X�H�G�� �G�D�L�O�\�� �D�Q�G�� �V�S�U�H�D�G�� �R�X�W�� �R�Y�H�U�� �W�K�H�� �P�R�Q�W�K�����7�K�H�� �P�D�[�L�P�X�P�� �X�Q�Z�L�Q�G�L�Q�J�� �I�H�H�� �S�D�\�D�E�O�H�� �E�\�� �W�K�H��
�3�U�R�G�X�F�W���L�V�������E�S�V���S�H�U���W�U�D�Q�V�D�F�W�L�R�Q���R�Q���W�K�H���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W���R�I���W�K�H���6�Z�D�S���X�Q�Z�R�X�Q�G�� 

The Manager will disclose the swap fees in the semi-annual and annual financial reports of the 
Product. The swap fees will be borne by the Product and hence may have an adverse impact on 
the Net Asset Value and the performance of the Product, and may result in higher tracking error.  

Daily rebalancing of the Product  

The Product will rebalance its position on a day when the SEHK and the NASDAQ are open for 
trading (i.e. a Business Day). At or around the close of trading of the NASDAQ on each Business 
Day, the Product will seek to rebalance its portfolio, by increasing exposure in response to the 
Underlying Stock�¶�V��two times Daily gains or reducing exposure in response to the Underlying 
Stock�¶�V��two times Daily losses, so that its Daily leveraged exposure ratio to the Underlying Stock is 
�F�R�Q�V�L�V�W�H�Q�W���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�� 

The table below illustrates how the Product as a leveraged product will rebalance its position 
following the movement of the price of the Underlying Stock by the end of trading of the relevant 
markets. Assuming that the initial Net Asset Value of the Product is 100 on day 0, the Product will 
need to have an exposure of 200 to meet the objective of the Product. If the price of the Underlying 
Stock increases by 10% during the day, the Net Asset Value of the Product would have increased 
to 120, making the exposure of the Product 220. As the Product needs an exposure of 240, which 
is 2x the �3�U�R�G�X�F�W�¶s Net Asset Value at closing, the Product will need to rebalance its position by an 
additional 20. Day 1 illustrates the rebalancing requirements if the price of the Underlying Stock 
falls by 5% on the subsequent day.   

 �&�D�O�F�X�O�D�W�L�R�Q �'�D�\���� �'�D�\���� �'�D�\���� 

(a) Initial Product NAV   100 120 108 

(b) Initial exposure (b) = (a) × 2  200 240 216 

(c) Daily change of price of Underlying 
Stock (%)   10% -5% 5% 

(d) Profit / loss on exposure (d) = (b) × (c)  20 -12 10.8 

(e) Closing Product NAV (e) = (a) + (d) 120 108 118.8 

(f) Exposure (f) = (b) × (1+(c))  220 228 226.8 

(g) Target exposure to maintain 

leverage ratio (g) = (e) × 2  240 216 237.6 

(h) Required rebalancing amounts (h) = (g) - (f) 20 -12 10.8 

The above figures are calculated before fees and expenses. 

Underlying Stock  

NVIDIA Corp is a semiconductor company that designs and supplies graphics processing units. It 
offers solutions in relation to artificial intelligence, data centre and cloud computing, robotics and 
self-driving vehicles. NVIDIA Corp is listed on the NASDAQ, a stock exchange based in the US. 

Borrowing policy and restriction  

Borrowing against the assets of the Product is allowed up to a maximum of 10% of its latest 
available Net Asset Value, only on a temporary basis for the purposes of meeting redemption 



 
 
 

requests or defraying operating expenses.  

Comparison between the performance of the Underlying Stock and the leveraged 
performance of the Underlying Stock for a period longer than one day (i.e. comparison of 
the point -to-point performance)   

�7�K�H���3�U�R�G�X�F�W�¶�V���R�E�M�H�F�W�L�Y�H���L�V���W�R���S�U�R�Y�L�G�H���U�H�W�X�U�Q�V���Z�K�L�F�K���D�U�H���R�I���D���S�U�H�G�H�W�H�U�P�L�Q�H�G���O�H�Y�H�U�D�J�H���I�D�F�W�R�U�������[�����R�I��
�W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���V�X�F�K�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���Q�R�W���W�U�D�F�N��
�W�Z�L�F�H���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���J�U�H�D�W�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\����
�7�K�L�V���P�H�D�Q�V���W�K�D�W���W�K�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���R�I���W�L�P�H���J�U�H�D�W�H�U���W�K�D�Q���D���V�L�Q�J�O�H���G�D�\��
�P�X�O�W�L�S�O�L�H�G�� �E�\�� ���������� �J�H�Q�H�U�D�O�O�\�� �Z�L�O�O�� �Q�R�W�� �H�T�X�D�O�� ���������� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�Y�H�U�� �W�K�H�� �V�D�P�H��
�S�H�U�L�R�G�����,�W���L�V���D�O�V�R���H�[�S�H�F�W�H�G���W�K�D�W���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���X�Q�G�H�U�S�H�U�I�R�U�P���W�K�H���U�H�W�X�U�Q���R�I�������������R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N���L�Q���D���W�U�H�Q�G�O�H�V�V���R�U���I�O�D�W���P�D�U�N�H�W�����7�K�L�V���L�V���F�D�X�V�H�G���E�\���F�R�P�S�R�X�Q�G�L�Q�J�����Z�K�L�F�K���L�V���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���H�I�I�H�F�W��
�R�I���S�U�H�Y�L�R�X�V���H�D�U�Q�L�Q�J�V���J�H�Q�H�U�D�W�L�Q�J���H�D�U�Q�L�Q�J���R�U���O�R�V�V�H�V���L�Q���D�G�G�L�W�L�R�Q���W�R���W�K�H���S�U�L�Q�F�L�S�D�O���D�P�R�X�Q�W�����D�Q�G���Z�L�O�O���E�H��
�D�P�S�O�L�I�L�H�G���E�\���W�K�H���Y�R�O�D�W�L�O�L�W�\���R�I���W�K�H���P�D�U�N�H�W���D�Q�G���W�K�H���K�R�O�G�L�Q�J���S�H�U�L�R�G���R�I���W�K�H���3�U�R�G�X�F�W�����,�Q���D�G�G�L�W�L�R�Q�����W�K�H���H�I�I�H�F�W�V��
�R�I���Y�R�O�D�W�L�O�L�W�\���D�U�H���P�D�J�Q�L�I�L�H�G���L�Q���W�K�H���3�U�R�G�X�F�W���G�X�H���W�R���O�H�Y�H�U�D�J�H�����7�K�H���I�R�O�O�R�Z�L�Q�J���V�F�H�Q�D�U�L�R�V���L�O�O�X�V�W�U�D�W�H���K�R�Z���W�K�H��
�3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �P�D�\�� �G�H�Y�L�D�W�H�� �I�U�R�P�� �W�K�D�W�� �R�I�� �W�K�H�� �D�F�F�X�P�X�O�D�W�L�Y�H�� �U�H�W�X�U�Q�� �����[�����R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N���R�Y�H�U���D���O�R�Q�J�H�U���S�H�U�L�R�G���R�I���W�L�P�H���L�Q���Y�D�U�L�R�X�V���P�D�U�N�H�W���F�R�Q�G�L�W�L�R�Q�V�����$�O�O���W�K�H���V�F�H�Q�D�U�L�R�V���D�U�H���E�D�V�H�G���R�Q���D��
�K�\�S�R�W�K�H�W�L�F�D�O�������������L�Q�Y�H�V�W�P�H�Q�W���L�Q���W�K�H���3�U�R�G�X�F�W���� 
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�6�F�H�Q�D�U�L�R�������� �� �'�R�Z�Q�Z�D�U�G���W�U�H�Q�G�L�Q�J���P�D�U�N�H�W 

�,�Q�� �D�� �F�R�Q�W�L�Q�X�R�X�V�� �G�R�Z�Q�Z�D�U�G�� �W�U�H�Q�G���� �Z�K�H�U�H�� �W�K�H���S�U�L�F�H�� �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���I�D�O�O�V�� �V�W�H�D�G�L�O�\�� �I�R�U�� �P�R�U�H��
�W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\�����W�K�H���3�U�R�G�X�F�W�¶�V���D�F�F�X�P�X�O�D�W�H�G���O�R�V�V���Z�L�O�O���E�H���O�H�V�V���W�K�D�Q���W�Z�L�F�H���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���O�R�V�V��
�R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���L�O�O�X�V�W�U�D�W�H�G���L�Q���W�K�H���V�F�H�Q�D�U�L�R���E�H�O�R�Z�����Z�K�H�U�H���D�Q���L�Q�Y�H�V�W�R�U���K�D�V���L�Q�Y�H�V�W�H�G���L�Q���W�K�H��
�3�U�R�G�X�F�W���R�Q���G�D�\�������D�Q�G���W�K�H���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���I�D�O�O�V���E�\�����������G�D�L�O�\���I�R�U�������%�X�V�L�Q�H�V�V���'�D�\�V�����E�\��
�G�D�\������ �W�K�H���3�U�R�G�X�F�W���Z�R�X�O�G���K�D�Y�H���D�Q���D�F�F�X�P�X�O�D�W�H�G���O�R�V�V���R�I������������ �F�R�P�S�D�U�H�G���Z�L�W�K���D�����������O�R�V�V���Z�K�L�F�K���L�V��
�W�Z�L�F�H���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���� �� 

  

Daily return 
of 

Underlying 
Stock  

Price of 
Underlying 

Stock  

 
Accumulative 

return of 
Underlying 

Stock  

Leveraged 
(2X) product  
Daily return  

Leveraged 
(2X) product  

NAV 

Leveraged 
(2X) product  
accumulative 

return  

2x of 
accumulative 

return  of 
Underlying 

Stock  Difference  
Day 

0   ��������������     ��������������      

Day 
1 ��������  ������������ ��������  ��������  ������������ ��������  ��������  ����  

Day 
2 

��������  ������������ ��������  ��������  ������������ ��������  ��������  ����  

Day 
3 

��������  ������������ ��������  ��������  ������������ ��������  ��������  ����  

Day 
4 

��������  ������������ ��������  ��������  ������������ ��������  ��������  ������  

 
�7�K�H���F�K�D�U�W���E�H�O�R�Z���I�X�U�W�K�H�U���L�O�O�X�V�W�U�D�W�H�V���W�K�H���G�L�I�I�H�U�H�Q�F�H���E�H�W�Z�H�H�Q�����L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L�����W�Z�L�F�H��
�W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G�����L�L�L�����D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N����
�L�Q���D���F�R�Q�W�L�Q�X�R�X�V���G�R�Z�Q�Z�D�U�G���P�D�U�N�H�W���W�U�H�Q�G���R�Y�H�U���D���S�H�U�L�R�G���J�U�H�D�W�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\���� 

0%

10%

21%

33%

46%

0%

20%

42%

66%

93%

0%

20%

44%

73%

107%

0%

20%

40%

60%

80%

100%

120%

Day 0 Day 1 Day 2 Day 3 Day 4

Underlying Stock
accumulative
return

2x of Underlying
Stock accumulative
return

Leveraged (2X)
product
accumulative
return



 
 
 

 

�6�F�H�Q�D�U�L�R�����������9�R�O�D�W�L�O�H���X�S�Z�D�U�G���W�U�H�Q�G 

�,�Q���D���Y�R�O�D�W�L�O�H���X�S�Z�D�U�G���W�U�H�Q�G�����Z�K�H�U�H���W�K�H���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���J�H�Q�H�U�D�O�O�\���P�R�Y�H�V���X�S�Z�D�U�G���R�Y�H�U���D��
�S�H�U�L�R�G�� �O�R�Q�J�H�U�� �W�K�D�Q�� ���� �%�X�V�L�Q�H�V�V�� �'�D�\�� �E�X�W�� �Z�L�W�K�� �G�D�L�O�\�� �Y�R�O�D�W�L�O�L�W�\���� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �P�D�\�� �E�H��
�D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W�H�G���L�Q���W�K�D�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���I�D�O�O���V�K�R�U�W���R�I���W�Z�L�F�H���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q��
�R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���L�O�O�X�V�W�U�D�W�H�G���L�Q���W�K�H���V�F�H�Q�D�U�L�R���E�H�O�R�Z�����Z�K�H�U�H���W�K�H���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N��
�J�U�R�Z�V���E�\���������R�Y�H�U�������%�X�V�L�Q�H�V�V���'�D�\�V���E�X�W���Z�L�W�K���G�D�L�O�\���Y�R�O�D�W�L�O�L�W�\�����W�K�H���3�U�R�G�X�F�W���Z�R�X�O�G���K�D�Y�H���D�Q���D�F�F�X�P�X�O�D�W�H�G��
�J�D�L�Q���R�I�� �������� �F�R�P�S�D�U�H�G���Z�L�W�K���D���������� �J�D�L�Q���Z�K�L�F�K���L�V���W�Z�L�F�H���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I�� �W�K�H���8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N�� 

  

Daily return 
of 

Underlying 
Stock  

Price of 
Underlying 

Stock  

 
Accumulative 

return of 
Underlying 

Stock  

Leveraged 
(2X) product  
Daily return  

Leveraged 
(2X) product  

NAV 

Leveraged 
(2X) product  
accumulative 

return  

2x of 
accumulative 

return  of 
Underlying 

Stock  Difference  
Day 

0 
 ��������������   ����������������    

Day 
1 ��������  �������������� ��������  ��������  �������������� ��������  ��������  ����  

Day 
2 ������  �������������� ������  ������  �������������� ������  ������  ������  

Day 
3 ��������  ������������ ��������  ��������  �������������� ��������  ��������  ������  

Day 
4 ������  �������������� ����  ������  ���������������� ����  ������  ������  

 
�7�K�H���F�K�D�U�W���E�H�O�R�Z���I�X�U�W�K�H�U���L�O�O�X�V�W�U�D�W�H�V���W�K�H���G�L�I�I�H�U�H�Q�F�H���E�H�W�Z�H�H�Q�����L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L�����W�Z�L�F�H��
�W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G�����L�L�L�����D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N����
�L�Q���D���Y�R�O�D�W�L�O�H���X�S�Z�D�U�G���P�D�U�N�H�W���W�U�H�Q�G���R�Y�H�U���D���S�H�U�L�R�G���J�U�H�D�W�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\���� 

0%

-10%

-19%

-27%
-34%

0%

-20%

-38%

-54%

-69%

0%

-20%

-36%

-49%

-59%

-80%

-70%

-60%

-50%

-40%

-30%

-20%

-10%

0%

Day 0 Day 1 Day 2 Day 3 Day 4

Underlying Stock
accumulative
return

2x of Underlying
Stock accumulative
return

Leveraged (2X)
product
accumulative
return



 
 
 

 

�6�F�H�Q�D�U�L�R�����������9�R�O�D�W�L�O�H���G�R�Z�Q�Z�D�U�G���W�U�H�Q�G 

�,�Q���D���Y�R�O�D�W�L�O�H���G�R�Z�Q�Z�D�U�G���W�U�H�Q�G�����Z�K�H�U�H���W�K�H���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���J�H�Q�H�U�D�O�O�\���P�R�Y�H�V���G�R�Z�Q�Z�D�U�G��
�R�Y�H�U���D���S�H�U�L�R�G���O�R�Q�J�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\���E�X�W���Z�L�W�K���G�D�L�O�\���Y�R�O�D�W�L�O�L�W�\�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\��
�E�H���D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�H�G���L�Q���W�K�D�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\�� �I�D�O�O���V�K�R�U�W���R�I�� �W�Z�L�F�H���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H��
�U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���L�O�O�X�V�W�U�D�W�H�G���L�Q���W�K�H���V�F�H�Q�D�U�L�R���E�H�O�R�Z�����Z�K�H�U�H���W�K�H���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N���I�D�O�O�V�� �E�\�� ������ �R�Y�H�U�� ���� �%�X�V�L�Q�H�V�V�� �'�D�\�V�� �E�X�W�� �Z�L�W�K�� �G�D�L�O�\�� �Y�R�O�D�W�L�O�L�W�\���� �W�K�H�� �3�U�R�G�X�F�W�� �Z�R�X�O�G�� �K�D�Y�H�� �D�Q��
�D�F�F�X�P�X�O�D�W�H�G���O�R�V�V���R�I�������������F�R�P�S�D�U�H�G���Z�L�W�K���D�����������O�R�V�V���Z�K�L�F�K���L�V���W�Z�L�F�H���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H��
�8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�� 

  

Daily return 
of 

Underlying 
Stock  

Price of 
Underlying 

Stock  

 
Accumulative 

return of 
Underlying 

Stock  

Leveraged 
(2X) product  
Daily return  

Leveraged 
(2X) product  

NAV 

Leveraged 
(2X) product  
accumulative 

return  

2x of 
accumulative 

return of 
Underlying 

Stock  Difference  
Day 

0 
 ��������������   ����������������    

Day 
1 ������  �������������� ������  ������  ���������������� ������  ������  ����  

Day 
2 ��������  �������������� ������  ��������  �������������� ������  ������  ������  

Day 
3 ������  �������������� ����  ������  ���������������� ������  ������  ������  

Day 
4 ��������  �������������� ������  ��������  �������������� ��������  ��������  ������  

 
�7�K�H���F�K�D�U�W���E�H�O�R�Z���I�X�U�W�K�H�U���L�O�O�X�V�W�U�D�W�H�V���W�K�H���G�L�I�I�H�U�H�Q�F�H���E�H�W�Z�H�H�Q�����L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L�����W�Z�L�F�H��
�W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G�����L�L�L�����D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N����
�L�Q���D���Y�R�O�D�W�L�O�H���G�R�Z�Q�Z�D�U�G���P�D�U�N�H�W���W�U�H�Q�G���R�Y�H�U���D���S�H�U�L�R�G���J�U�H�D�W�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\���� 

0%

-10%

-1%

-11%

7%
0%

-20%

-2%

-22%

14%

0%

-20%

-4%

-23%

8%

-30%

-25%

-20%

-15%

-10%

-5%

0%

5%

10%

15%

20%

Day 0 Day 1 Day 2 Day 3 Day 4

Underlying Stock
accumulative
return

2x of Underlying
Stock accumulative
return

Leveraged (2X)
product
accumulative
return



 
 
 

 

�6�F�H�Q�D�U�L�R�����������9�R�O�D�W�L�O�H���P�D�U�N�H�W���Z�L�W�K���I�O�D�W���S�H�U�I�R�U�P�D�Q�F�H���R�I���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N 

�,�Q���D���Y�R�O�D�W�L�O�H���P�D�U�N�H�W���Z�L�W�K���I�O�D�W���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����W�K�H���D�I�R�U�H�P�H�Q�W�L�R�Q�H�G���F�R�P�S�R�X�Q�G�L�Q�J��
�F�D�Q�� �K�D�Y�H�� �D�Q�� �D�G�Y�H�U�V�H�� �H�I�I�H�F�W�� �R�Q�� �W�K�H�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�����$�V�� �L�O�O�X�V�W�U�D�W�H�G�� �E�H�O�R�Z���� �H�Y�H�Q�� �L�I�� �W�K�H��
�8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���K�D�V���U�H�W�X�U�Q�H�G���W�R���L�W�V���S�U�H�Y�L�R�X�V���S�U�L�F�H�����W�K�H���3�U�R�G�X�F�W���P�D�\���O�R�V�H���Y�D�O�X�H�� 

  

Daily return 
of 

Underlying 
Stock  

Price of 
Underlying 

Stock  

 
Accumulative 

return of 
Underlying 

Stock  

Leveraged 
(2X) product  
Daily return  

Leveraged 
(2X) product  

NAV 

Leveraged 
(2X) product  
accumulative 

return  

2x of 
accumulative 

return of 
Underlying 

Stock  Difference  
Day 

0 
 ��������������   ����������������    

Day 
1 ��������  ������������ ��������  ��������  �������������� ��������  ��������  ����  

Day 
2 ������  ������������ ������  ������  �������������� ������  ������  ������  

Day 
3 ��������  ������������ ��������  ��������  �������������� ��������  ��������  ������  

Day 
4 ������  �������������� ����  ������  �������������� ������  ����  ������  

 
�7�K�H���F�K�D�U�W���E�H�O�R�Z���I�X�U�W�K�H�U���L�O�O�X�V�W�U�D�W�H�V���W�K�H���G�L�I�I�H�U�H�Q�F�H���E�H�W�Z�H�H�Q�����L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L�����W�Z�L�F�H��
the accumulative return of the Underlying Stock and (iii) accumulative return of the Underlying Stock, 
�L�Q�� �D�� �Y�R�O�D�W�L�O�H�� �P�D�U�N�H�W�� �Z�L�W�K�� �I�O�D�W�� �S�H�U�I�R�U�P�D�Q�F�H���R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���R�Y�H�U�� �D�� �S�H�U�L�R�G�� �J�U�H�D�W�H�U��than 1 
Business Day.  

0%

10%

-1%

9%

-7%

0%

20%

-2%

18%

-15%

0%

20%

-4%

15%

-19%

-25%

-20%

-15%

-10%

-5%

0%

5%

10%

15%

20%

25%

Day 0 Day 1 Day 2 Day 3 Day 4

Underlying Stock
accumulative
return

2x of Underlying
Stock accumulative
return

Leveraged (2X)
product
accumulative
return



 
 
 

 

�$�V���L�O�O�X�V�W�U�D�W�H�G���L�Q���W�K�H���J�U�D�S�K�V���D�Q�G���W�K�H���W�D�E�O�H�V�����W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���H�T�X�D�O��
�W�R���W�Z�L�F�H���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���O�R�Q�J�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V��
�'�D�\���� 

�,�Q�Y�H�V�W�R�U�V�� �V�K�R�X�O�G�� �Q�R�W�H�� �W�K�D�W�� �G�X�H�� �W�R�� �W�K�H�� �H�I�I�H�F�W�� �R�I�� �³�S�D�W�K�� �G�H�S�H�Q�G�H�Q�F�\�´�� ���D�V�� �H�[�S�O�D�L�Q�H�G�� �E�H�O�R�Z���� �D�Q�G��
compounding of the Daily returns of the Underlying Stock, the performance of the Underlying Stock 
multiplied by two (and as a result the performance of the Product before deduction of fees and 
expenses) for periods longer than a single day, especially in periods of market volatility which has 
a negative impact on the accumulative return of the Product, may not be twice the return of the 
Underlying Stock and may be completely uncorrelated to the extent of change of the price of the 
Underlying Stock over the same period. 
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https://www.csopasset.com/en/products/hk-nvda-2l  (which has not been reviewed by the SFC), 
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launch of the Product.  
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As explained above, the Product tracks the leveraged performance of the �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N, if 
observed on a Daily basis. However, due to path dependency of the performance of the Underlying 
Stock and the Daily leveraged performance of the Underlying Stock, when comparing the 
performance of the Underlying Stock and the leveraged performance of the Underlying Stock for a 
period longer than one day (i.e. comparison of the point-to-point performance), the historical 
leveraged performance of the Underlying Stock will not be equal to the simple leveraged 
performance of the Underlying Stock over the same period of time. 
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�L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H�� �� 

 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q������ ���0�D�U�F�K��
�������� ���E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\���W�K�H��
�0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������D���P�������+�R�Q�J��
�.�R�Q�J���W�L�P�H�����R�Q������ ���$�S�U�L�O���������� 
 

�7�K�H���G�D�W�H���W�K�D�W���L�V���W�Z�R���%�X�V�L�Q�H�V�V���'�D�\�V���S�U�L�R�U���W�R���W�K�H��
�/�L�V�W�L�Q�J���'�D�W�H 

 

 

�x �/�D�W�H�V�W���W�L�P�H���I�R�U���&�U�H�D�W�L�R�Q���$�S�S�O�L�F�D�W�L�R�Q�V���E�\��
�3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���I�R�U���8�Q�L�W�V���W�R���E�H��
�D�Y�D�L�O�D�E�O�H���I�R�U���W�U�D�G�L�Q�J���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H 

 

�x �����������S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���������0�D�U�F�K��
�������� ���E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\���W�K�H��
�0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������S���P�������+�R�Q�J��
�.�R�Q�J���W�L�P�H�����R�Q���������$�S�U�L�O���������� 

�$�I�W�H�U���O�L�V�W�L�Q�J�����S�H�U�L�R�G���F�R�P�P�H�Q�F�H�V���R�Q���W�K�H���/�L�V�W�L�Q�J��
�'�D�W�H�� 

 

�x �$�O�O���L�Q�Y�H�V�W�R�U�V���P�D�\���V�W�D�U�W���W�U�D�G�L�Q�J���8�Q�L�W�V���R�Q���W�K�H��
�6�(�+�.���W�K�U�R�X�J�K���D�Q�\���G�H�V�L�J�Q�D�W�H�G���E�U�R�N�H�U�V����
�D�Q�G 
 

�x �3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���P�D�\���D�S�S�O�\���I�R�U��
�F�U�H�D�W�L�R�Q���D�Q�G���U�H�G�H�P�S�W�L�R�Q�����I�R�U���W�K�H�P�V�H�O�Y�H�V��
�R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H 

�x �&�R�P�P�H�Q�F�H���D�W�������������D���P�������+�R�Q�J���.�R�Q�J��
�W�L�P�H�����R�Q���������0�D�U�F�K���������������E�X�W���P�D�\���E�H��
�S�R�V�W�S�R�Q�H�G���E�\���W�K�H���0�D�Q�D�J�H�U���W�R���D���G�D�W�H���Q�R��
�O�D�W�H�U���W�K�D�Q���������$�S�U�L�O���������� 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����W�R��������������
�S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���H�D�F�K���'�H�D�O�L�Q�J��
�'�D�\�� 

 

 

�(�[�F�K�D�Q�J�H���/�L�V�W�L�Q�J���D�Q�G���7�U�D�G�L�Q�J�����6�H�F�R�Q�G�D�U�\���0�D�U�N�H�W�� 

Application has been made to the Listing Committee of the SEHK for the listing of, and permission 
to deal in the Units traded in USD and HKD. 

Units are neither listed nor dealt on any other stock exchange and no application for such listing or 
permission to deal is being sought as at the date of this Prospectus. Application may be made in 
the future for a listing of Units on one or more other st�R�F�N���H�[�F�K�D�Q�J�H�V�����,�Q�Y�H�V�W�R�U�V�¶���D�W�W�H�Q�W�L�R�Q���L�V���G�U�D�Z�Q��
�W�R�� �W�K�H�� �V�H�F�W�L�R�Q�� �H�Q�W�L�W�O�H�G�� �³�(�[�F�K�D�Q�J�H�� �/�L�V�W�L�Q�J�� �D�Q�G�� �7�U�D�G�L�Q�J�� ���6�H�F�R�Q�G�D�U�\�� �0�D�U�N�H�W���´�� �L�Q�� �3�D�U�W�� ���� �R�I�� �W�K�L�V��
Prospectus for further information. 

Dealings on the SEHK in Units traded in USD and HKD are expected to begin on 24 March 2025.  

Participating Dealers should note that they will not be able to sell or otherwise deal in the Units on 
the SEHK until dealings begin on the SEHK. 

Dual  Counter Trading  

The Manager has arranged for Units to be available for trading on the secondary market on the 
SEHK under a Dual Counter arrangement. Units are denominated in USD. Despite the Dual 
Counter arrangement, the creation of new Units and redemption of Units in the primary market are 
settled in USD only. The Product offers 2 trading counters on the SEHK (i.e. HKD counter and USD 
counter) to investors for secondary trading purposes. Units traded in HKD counter will be settled in 
HKD and Units traded in USD counter will be settled in USD. Apart from settlement in different 
currencies, the trading prices of Units in the 2 counters may be different. 

Units traded on both counters are of the same class and share the same ISIN, and all Unitholders 
of both counters are treated equally. The 2 counters will have different stock codes and different 



 
 
 

stock short names as follows: 

 �8�6�'���&�R�X�Q�W�H�U �+�.�'���&�R�X�Q�W�H�U 

�6�W�R�F�N���&�R�G�H ��������  ��������  

�6�K�R�U�W���6�W�R�F�N���1�D�P�H �; �/�� �&�6�2�3�1�9�'�$���8 �; �/�� �&�6�2�3�1�9�'�$ 

�,�6�,�1���Q�X�P�E�H�U �+�.��������������������  

 

�1�R�U�P�D�O�O�\���� �L�Q�Y�H�V�W�R�U�V�� �F�D�Q�� �E�X�\�� �D�Q�G�� �V�H�O�O�� �8�Q�L�W�V�� �W�U�D�G�H�G�� �L�Q�� �W�K�H�� �V�D�P�H�� �F�R�X�Q�W�H�U�� �R�U�� �D�O�W�H�U�Q�D�W�L�Y�H�O�\���E�X�\�� �L�Q�� ����
�F�R�X�Q�W�H�U�� �D�Q�G�� �V�H�O�O�� �L�Q�� �W�K�H�� �R�W�K�H�U�� �F�R�X�Q�W�H�U�� �S�U�R�Y�L�G�H�G�� �W�K�H�L�U�� �E�U�R�N�H�U�V�� �S�U�R�Y�L�G�H�� �E�R�W�K���8�6�'���D�Q�G���+�.�'�� trading 
services at the same time. Inter-counter buy and sell is permissible even if the trades take place 
within the same trading day. However, investors should note that the trading price of Units traded 
in the �8�6�' counter and that of HKD counter may be different and may not always maintain a close 
relationship depending on factors such as market demand and supply and liquidity in each counter. 

More information with regard to the Dual Counter is available in the frequently asked questions in 
�U�H�V�S�H�F�W�� �R�I�� �W�K�H�� �'�X�D�O�� �&�R�X�Q�W�H�U�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H��
http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products�� 

Investors should consult their brokers if they have any questions concerning fees, timing, 
procedures and the operation of the Dual Counter, including inter-counter trading���� �,�Q�Y�H�V�W�R�U�V�¶��
�D�W�W�H�Q�W�L�R�Q���L�V���D�O�V�R���G�U�D�Z�Q���W�R���W�K�H���U�L�V�N���I�D�F�W�R�U���E�H�O�R�Z���H�Q�W�L�W�O�H�G���³�'�X�D�O���&�R�X�Q�W�H�U��Trading �5�L�V�N�V�´�� 

Distribution Policy  

The Manager intends to distribute income to Unitholders annually (in December) having regard to 
�W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���L�Q�F�R�P�H��after fees and costs.  

The Manager will also have the discretion to determine if and to what extent distributions (whether 
directly or effectively) will be paid out of capital of the Product. 

The Manager may, at its discretion, pay distributions out of capital. The Manager may also, at its 
discretion, pay distributions out of gross income while all or part of the fees and expenses of the 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of capital.  Investors should note that payments of distributions out of capital 
or effe�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �F�D�S�L�W�D�O�� �D�P�R�X�Q�W�V�� �W�R�� �D�� �U�H�W�X�U�Q�� �R�U�� �Z�L�W�K�G�U�D�Z�D�O�� �R�I�� �S�D�U�W�� �R�I�� �D�Q�� �L�Q�Y�H�V�W�R�U�¶�V�� �R�U�L�J�L�Q�D�O��
investment or from any capital gains attributable to that original investment. Any distributions 
involving pa�\�P�H�Q�W�� �R�X�W�� �R�I�� �R�U�� �H�I�I�H�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�D�S�L�W�D�O�� �P�D�\�� �U�H�V�X�O�W�� �L�Q�� �D�Q�� �L�P�P�H�G�L�D�W�H��
reduction in the Net Asset Value per Unit and will reduce any capital appreciation for the Unitholders. 
There is no guarantee of any regular distribution. 

The composition of the distributions (i.e. the relative amounts paid out of net distributable income 
and capital) for the last 12 months are available by the Manager on request and also on the 
�0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H https://www.csopasset.com/en/products/hk-nvda-2l  (which has not been 
reviewed by the SFC).  

The distribution policy may be amended subject to the SFC�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O���D�Q�G���X�S�R�Q���J�L�Y�L�Q�J���Q�R�W��
�O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V���� 

Distributions (if declared) will be declared in the base currency of the Product (i.e. USD). The 
Manager will make an announcement prior to any distribution in respect of the relevant distribution 
amount in USD only. The details of the distribution declaration dates, distribution amounts and ex-
�G�L�Y�L�G�H�Q�G�� �S�D�\�P�H�Q�W�� �G�D�W�H�V�� �Z�L�O�O�� �E�H�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H 
https://www.csopasset.com/en/products/hk-nvda-2l  (which has not been reviewed by the SFC) 
�D�Q�G�� �R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H 

http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products
https://urldefense.com/v3/__https:/www.csopasset.com/en/products/hk-nvda-2l__;!!CqcxuPVp!MOKVhOyu__A8TjxrGhV-06xIn9jM5gXFanFQDIevlH7F2IX8W8o8OUhWTmvwaAy0ngmXk1s_qJOCOdJrOimy$
https://urldefense.com/v3/__https:/www.csopasset.com/en/products/hk-nvda-2l__;!!CqcxuPVp!MOKVhOyu__A8TjxrGhV-06xIn9jM5gXFanFQDIevlH7F2IX8W8o8OUhWTmvwaAy0ngmXk1s_qJOCOdJrOimy$


 
 
 

http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx (which 
has not been reviewed by the SFC).  

There can be no assurance that distributions will be paid.  

Each Unitholder will receive distributions in USD. Unitholders are advised to check with their 
brokers/intermediaries on the arrangements concerning distributions.  

Distribution payment rates in respect of Units will depend on factors beyond the control of the 
Manager or Trustee including, general economic conditions, and the financial position and dividend 
or distribution policies of the relevant underlying entities. There can be no assurance that such 
entities will declare or pay dividends or distributions. 

Fees and Expenses  

�0�D�Q�D�J�H�P�H�Q�W���)�H�H�� 

The Product pays a Management Fee as a single flat fee, currently at 1.6% per year of the Net 
�$�V�V�H�W���9�D�O�X�H���R�I�� �W�K�H���3�U�R�G�X�F�W���� �3�O�H�D�V�H���U�H�I�H�U���W�R���W�K�H���V�H�F�W�L�R�Q���³�)�H�H�V���D�Q�G���(�[�S�H�Q�V�H�V�´���D�V���W�R���W�K�H fees and 
charges included in the Management Fee. The Management Fee is calculated as at each Dealing 
Day and payable monthly in USD in arrears out of the Trust Fund. 

The Management Fee may be increased up to 3% per year of the Net Asset Value of the Product, 
�R�Q���R�Q�H���P�R�Q�W�K�¶�V���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�����R�U���V�X�F�K���V�K�R�U�W�H�U���S�H�U�L�R�G���D�V���D�S�S�U�R�Y�H�G���E�\���W�K�H���6�)�&�������,�Q���W�K�H���H�Y�H�Q�W��
that such fee is to be increased beyond this rate (which is the maximum rate set out in the Trust 
�'�H�H�G�������V�X�F�K���L�Q�F�U�H�D�V�H���Z�L�O�O���E�H���V�X�E�M�H�F�W���W�R���W�K�H���8�Q�L�W�K�R�O�G�H�U�V�¶���D�Q�G���W�K�H���6�)�&�¶�V���D�S�S�U�R�Y�D�O�� 

The Trustee fee is inclusive in the Management Fee.  

Swap fees  

�'�H�W�D�L�O�V���R�I���W�K�H���V�Z�D�S���I�H�H�V���D�Q�G���L�Q�G�L�U�H�F�W���F�R�V�W�V���D�U�H���V�H�W���R�X�W���L�Q���W�K�H���V�H�F�W�L�R�Q���³�6�Z�D�S���I�H�H�V�´���L�Q���W�K�L�V���$�S�S�H�Q�G�L�[. 

Risk Factors Specific to the Product  

In addition to the risk factors presented in Part 1 of this Prospectus, the risk factors set forth below 
are also specific risks, in the opinion of the Manager, considered to be relevant and presently 
applicable specifically to the Product. 

Single Stock Concentration Risk  

The Product is subject to concentration risk as a result of tracking the leveraged performance of 
the single Underlying Stock. The value of the Product may be more volatile than that of a fund 
having a more diverse portfolio of investments due to the non-diversified nature of investing in the 
single Underlying Stock. The value of the Product may be more susceptible to adverse conditions 
in respect of such particular Underlying Stock. 

Extreme Price Volatility Risk  

Prices of the Product may be more volatile than conventional ETFs because of the use of leverage 
and the daily rebalancing activities and the leverage effect. Furthermore, the Product is 
concentrated in a single Underlying Stock. Given its non-diversified and leveraged nature, the 
Product is subject to extreme price volatility and may become non-viable within a short period. You 
may lose a significant portion or all of your investment within one day. 

Under exceptional circumstances where the Product becomes non-viable, the Manager may use 
its discretion to deviate from the investment strategy or take defensive measures, which may 
include liquidating swap positions and suspending trading of the Product, in order to safeguard the 
interests of the product and its unitholders to prevent potential negative fund value and protect the 
interests of the investors. Such circumstances may arise if there are extreme intra-day price 



 
 
 

movements and the Manager will issue a notice to inform investors. Please note that the Manager 
may re-enter the swap contracts at the market closes on the same day depending on market 
condition.  

Risks associated with the Underlying Stock �± NVIDIA Corp  

Risks specific to the Underlying Stock  

NVIDIA Corp is subject to the risk of market movements due to the evolving needs of its large 
markets �± gaming, data center, professional visualization and automotive �± and identifying new 
products, services and technologies; competition; changes in customer demand; supply chain 
issues; manufacturing issues; potential significant mismatches between supply and demand giving 
rise to product shortages or excessive inventory; the dependence on third-parties and their 
technology to manufacture, assemble, test, or package its products which reduces control over 
product quantity and quality, manufacturing yields, development, enhancement and product 
delivery schedules; significant product defects; international sales and operations, including 
adverse economic conditions; impacts from climate change, including water and energy availability; 
inability to realize the potential benefits from business investments and acquisitions; concentration 
of revenue from a limited number of partners, distributors and customers; the ability to attract, retain 
and motivate executives and key employees; system security and data protection breaches, 
including cyberattacks; business disruptions; the proper function of its business processes and 
information systems; fluctuations in operating results; increased scrutiny from shareholders and 
regulators regarding its environmental, social and governance responsibilities could result in 
increased operating expenses or adversely impact its reputation or ability to attract customers or 
suppliers; ever changing and increasingly stringent data privacy and security laws and regulations. 
Furthermore, given its pivotal in the development of artificial intelligence (AI), NVIDIA Corp is also 
subject to risks concerning responsible use of AI; as well as increasing regulatory scrutiny and legal 
issues regarding AI. In light of NVIDI�$���&�R�U�S�¶�V���F�R�U�U�H�O�D�W�L�R�Q���W�R���Q�R�Y�H�O���V�H�F�W�R�U�V���V�X�F�K���D�V���$�,�����L�W���L�V���V�X�E�M�H�F�W��
to extreme market volatility, for example, a drastic price drop noted as recently as on 27 January 
2025. 

Large/mega-capitalisation company risk  

NVIDIA Corp is a large/mega-capitalisation company that is relatively mature compared to smaller 
companies and therefore subject to slower growth during times of economic expansion. It may 
struggle with flexibility to respond quickly to disruptions and changes in trends. The high valuation 
of large/mega-capitalisation companies can make NVIDIA Corp more susceptible to market 
corrections, downturns and changes in interest rates. Moreover, large/mega-capitalisation 
companies typically have high price-to-earnings ratio than smaller capitalisation companies which 
can lead to overvaluation and may indicate there is less room for gains and even potential 
downward price adjustment. These companies usually exert market dominance and therefore 
frequently face regulatory pressures, in particular antitrust scrutiny. This leads to legal challenges 
and increased costs which may in turn affect profitability. 

Semi-conductor company risk  

�7�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����D�Q�G���F�R�Q�V�H�T�X�H�Q�W�O�\���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����L�V���V�X�E�M�H�F�W��
to the risks of the semiconductor sector. The risks of investments in the semiconductor sector 
industry include: intense competition, both domestically and internationally, including competition 
from subsidized foreign competitors with lower production costs; risks of rapid obsolescence of 
products; economic performance of the customers of semiconductor companies; and rapidly 
changing product and market demands. The semiconductor industry may also be affected by risks 
that affect the broader technology sector, including: government regulation; dramatic and often 
unpredictable changes in growth rates and competition for qualified personnel; heavy dependence 
on patent and intellectual property rights, the loss or impairment of which may adversely affect 
profitability; and a small number of companies representing a large portion of the technology sector 



 
 
 

as a whole. The stock prices of semiconductor companies have been and likely will continue to be 
extremely volatile. 

Artificial intelligence (AI) and big data company risk  

Companies engaged in AI and big data typically face intense competition and potentially rapid 
product obsolescence. These companies are also heavily dependent on intellectual property rights. 
AI and big data companies typically engage in significant amounts of spending on research and 
development, as well as mergers and acquisitions. AI and big data companies are potential targets 
for cyberattacks, which can have a materially adverse impact on the performance of these 
companies. In addition, AI technology could face increasing regulatory scrutiny in the future, which 
may limit the development of this technology and impede the growth of companies that develop 
and/or utilize this technology. Similarly, the collection of data from consumers and other sources 
could face increased scrutiny as regulators consider how the data is collected, stored, safeguarded 
and used. AI and big data companies may face regulatory fines and penalties, including potential 
forced break-ups, that could hinder the ability of the companies to operate on an ongoing basis. 
The customers and/or suppliers of AI and big data companies may be concentrated in a particular 
country, region or industry. Any adverse event affecting one of these countries, regions or industries 
could have a negative impact on AI and big data companies. Country, government, and/or region-
specific regulations or restrictions could have an impact on AI and big data companies. 

Technology theme risk  

NVIDIA Corp is in the technology sector and is characterised by relatively higher volatility in price 
performance when compared to other economic sectors. NVIDIA Corp also face intense 
competition and there may also be substantial government intervention, which may have an effect 
on profit margins. The price volatility of the Underlying Stock may be greater than the price volatility 
of other companies. Rapid changes could render obsolete the products and services offered by 
companies in the technology sector. Rapid changes to the products and services offering may 
further contribute to the price volatility of NVIDIA Corp.  NVIDIA Corp is also subject to cyber 
security risks and potential legal, financial, operational and reputational consequences. 

Long Term Holding Risk  

The Product is not intended for holding longer than one day as the performance of the Product 
over a period longer than one day will very likely differ in amount and possibly direction from the 
leveraged performance of the Underlying Stock over that same period (e.g. the loss may be more 
than twice the fall in the price of the Underlying Stock). The effect of compounding becomes more 
�S�U�R�Q�R�X�Q�F�H�G�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �D�V�� �W�K�H��price of the Underlying Stock experiences 
�Y�R�O�D�W�L�O�L�W�\���� �7�K�H�� �G�H�Y�L�D�W�L�R�Q�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �I�U�R�P�� �W�K�H�� �O�H�Y�H�U�D�J�H�G�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�I�� �W�K�H��
Underlying Stock will increase, and the performance of the Product will generally be adversely 
affected with higher volatility of the price of the �8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N. As a result of Daily rebalancing, 
the volatility of the price of the Underlying Stock �D�Q�G�� �W�K�H�� �H�I�I�H�F�W�V�� �R�I�� �F�R�P�S�R�X�Q�G�L�Q�J�� �R�I�� �H�D�F�K�� �G�D�\�¶�V��
return over time, it is even possible that the Product will lose money over time while the Underlying 
Stock�¶�V���S�H�U�I�R�U�P�D�Q�F�H���L�Q�F�U�H�D�V�H�V���R�U���L�V���I�O�D�W���� 
 
Leverage Risk  

The Product will utilise leverage to achieve a Daily return equivalent to twice (2x) the return of the 
Underlying Stock. Both gains and losses will be magnified. The risk of loss resulting from an 
investment in the Product in certain circumstances including a bear market will be substantially 
more than a fund that does not employ leverage. 
 
Risk of Rebalancing Activities  

There is no assurance that the Product can rebalance their portfolio on a Daily basis to achieve 
their investment objectives. Market disruption, regulatory restrictions, counterparty capacity limits 
�R�U���H�[�W�U�H�P�H���P�D�U�N�H�W���Y�R�O�D�W�L�O�L�W�\���P�D�\���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���U�H�E�D�O�D�Q�F�H���L�W�V���S�R�U�W�I�R�O�L�R�� 
 
Liquidity Risk  



 
 
 

The rebalancing activities of the Product typically take place near �W�K�H�� �H�Q�G�� �R�I�� �W�U�D�G�L�Q�J���R�I�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W��to minimise tracking difference. As a result, the Product may be more exposed 
to the market conditions during a shorter interval and may be more subject to liquidity risk and the 
Swap Counterparty's capacity to execute may also be subject to liquidity risk. 
 
Intraday Investment Risk  
 
The Product is normally rebalanced at the end of �W�U�D�G�L�Q�J���R�I���W�K�H���X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W �R�Q���D���%�X�V�L�Q�H�V�V��
�'�D�\. As such, return for investors that invest for period less than a full Trading Day will generally be 
greater than or less than two times (2x) leveraged investment exposure to the Underlying Stock, 
depending upon the movement of the price of the Underlying Stock from the end of one Trading 
Day until the time of purchase. 
 
Portfolio Turnover Risk  
 
�'�D�L�O�\�� �U�H�E�D�O�D�Q�F�L�Q�J�� �R�I�� �3�U�R�G�X�F�W�¶�V�� �K�R�O�G�L�Q�J�V�� �F�D�X�V�H�V�� �D�� �K�L�J�K�H�U�� �O�H�Y�H�O�� �R�I�� �S�R�U�W�I�R�O�L�R�� �W�U�D�Q�V�D�F�W�L�R�Q�V�� �W�K�D�Q��
compared to the conventional �H�[�F�K�D�Q�J�H�� �W�U�D�G�H�G�� �I�X�Q�G�V. High levels of transactions increase 
brokerage and other transaction costs. 
 
Risks Associated with Investing in Swaps  

Limited Availability of Swaps Risk 

�7�K�H���0�D�Q�D�J�H�U�¶�V���D�E�L�O�L�W�\���W�R���P�D�Q�D�J�H���W�K�H��Product in accordance with its stated investment objective will 
depend upon the willingness and ability of potential Swap Counterparties to engage in Swaps with 
the Product linked to the performance of the Underlying Stock . A �6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R��
continue to enter into Swaps or other derivative transactions with the Product may be reduced or 
eliminated, which could have a material adverse effect on the Product. Furthermore, Swaps are of 
limited duration and there is no guarantee that Swaps entered into with a Swap Counterparty will 
continue indefinitely. Accordingly, the duration of a Swap depends on, among other factors, the 
ability of the Product to renew the expiration period of the relevant Swap at agreed upon terms. If 
the Product is unable to obtain sufficient exposure to �W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H��
of the Underlying Stock because of the limited availability of Swaps linked to t�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H��
�O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H��of the Underlying Stock, the Product could, among other alternatives, as a 
defensive measure, suspend creations until the Manager determines that the requisite swap 
exposure is obtainable. During the period that creations are suspended, the Product could trade at 
a significant premium or discount to the Net Asset Value and could experience substantial 
redemptions. To the extent that such events result in a termination event under �W�K�H���3�U�R�G�X�F�W�¶�V���6�Z�D�S�V����
the risks related to the limited availability of Swaps would be compounded and the Product may be 
adversely affected. 
 
Counterparty Risk  
 
Because a Swap is an obligation of the Swap Counterparty rather than a direct investment in the 
Underlying Stock, the Product may suffer losses potentially equal to, or greater than, the full value 
of the Swap if the Swap Counterparty fails to perform its obligations under the Swap as a result of 
bankruptcy or otherwise. Any loss would result in a reduction in the Net Asset Value of the Product 
�D�Q�G���Z�L�O�O���O�L�N�H�O�\���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�����7�K�H���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�D�V�V�R�F�L�D�W�H�G���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�V���H�[�S�H�F�W�H�G to be greater than that may be encountered 
by most other funds because the Product expects to use Swaps as the principal means to gain 
exposure to the Underlying Stock. Despite the counterparty risk management measures in place, 
�W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I�� �W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� �W�R���]�H�U�R���L�V���V�X�E�M�H�F�W���W�R��
settlement risks arising from settlement failures and market risks (including price movements prior 
t�R�� �W�K�H�� �U�H�T�X�L�U�H�G�� �F�D�V�K�� �S�D�\�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W������ �7�K�H�� �3�U�R�G�X�F�W�¶�V�� �Q�H�W��
exposure to each Swap Counterparty may exceed zero if any such risks eventuate. The extent of 
�W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�R�W�H�Q�W�L�D�O�� �O�R�V�V�� �D�U�L�V�L�Q�J�� �L�Q�� �W�K�L�V�� �U�H�J�D�U�G�� �L�V�� �O�L�N�H�O�\�� �W�R�� �E�H�� �W�K�H�� �D�P�R�X�Q�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Q�H�W��
counterparty exposure. 
 



 
 
 

�7�K�H���0�D�Q�D�J�H�U���Z�L�O�O���P�D�Q�D�J�H���W�K�H���3�U�R�G�X�F�W���W�R���H�Q�V�X�U�H���W�K�D�W���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W��
�D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���D�Q�G���E�H���P�D�L�Q�W�D�L�Q�H�G�����P�D�U�N�H�G��
�W�R���P�D�U�N�H�W���R�Q���D���G�D�L�O�\���E�D�V�L�V�����Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H���L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�H�[�S�R�V�X�U�H���D�W���W�K�H���H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\�����,�I���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H��
�3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I���D�Q�\���W�U�D�G�L�Q�J���G�D�\���7�����E�\���W�K�H���H�Q�G���R�I���W�K�D�W��
�W�U�D�G�L�Q�J���G�D�\���7���� �W�K�H���0�D�Q�D�J�H�U���Z�L�O�O���J�H�Q�H�U�D�O�O�\�� �U�H�T�X�L�U�H���W�K�D�W���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���G�H�O�L�Y�H�U���D�G�G�L�W�L�R�Q�D�O��
�F�R�O�O�D�W�H�U�D�O���D�V�V�H�W�V���W�R���P�D�N�H���X�S���I�R�U���W�K�H���G�L�I�I�H�U�H�Q�F�H���L�Q���Y�D�O�X�H�����Z�L�W�K���W�K�H���V�H�W�W�O�H�P�H�Q�W���R�I���V�X�F�K���G�H�O�L�Y�H�U�\���H�[�S�H�F�W�H�G��
�W�R�� �R�F�F�X�U�� �R�Q���R�U�� �E�H�I�R�U�H���W�U�D�G�L�Q�J�� �G�D�\�� �7�������� �'�H�V�S�L�W�H�� �W�K�H�� �F�R�X�Q�W�H�U�S�D�U�W�\�� �U�L�V�N�� �P�D�Q�D�J�H�P�H�Q�W�� �P�H�D�V�X�U�H�V�� �L�Q��
�S�O�D�F�H�����W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���]�H�U�R���L�V���V�X�E�M�H�F�W��
�W�R�� �V�H�W�W�O�H�P�H�Q�W�� �U�L�V�N�V�� �D�U�L�V�L�Q�J�� �I�U�R�P�� �V�H�W�W�O�H�P�H�Q�W�� �I�D�L�O�X�U�H�V�� �D�Q�G�� �P�D�U�N�H�W�� �U�L�V�N�V�� ���L�Q�F�O�X�G�L�Q�J�� �S�U�L�F�H�� �P�R�Y�H�P�H�Q�W�V��
�S�U�L�R�U���W�R���W�K�H���U�H�T�X�L�U�H�G���F�D�V�K���S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W�������$�Q�\���G�H�O�D�\���L�Q���W�K�H���F�D�V�K��
�S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W���S�U�L�R�U���W�R���W�K�H���H�Q�G���R�I���W�K�H���U�H�O�H�Y�D�Q�W���W�U�D�G�L�Q�J���G�D�\���7������
�P�D�\���F�D�X�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���E�H���O�D�U�J�H�U���W�K�D�Q���]�H�U�R���I�U�R�P���W�L�P�H���W�R���W�L�P�H����
�7�K�L�V���P�D�\���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V���I�R�U���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���H�Y�H�Q�W���R�I���W�K�H���L�Q�V�R�O�Y�H�Q�F�\���R�U���G�H�I�D�X�O�W���R�I���W�K�D�W��
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 
 
�(�D�U�O�\���7�H�U�P�L�Q�D�W�L�R�Q���R�I���6�Z�D�S�V���5�L�V�N 
 
In some circumstances, a Swap Counterparty can terminate the swap agreements early which may 
�D�G�Y�H�U�V�H�O�\���L�P�S�D�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�D�Q���D�O�V�R���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V��
�D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���D�Q�G���P�D�\���V�X�E�M�H�F�W���W�K�H���3�U�R�G�X�F�W���W�R���V�X�E�V�W�D�Q�W�L�D�O���O�R�V�V����Also, the 
Product may face an increase in the cost to enter into a similar swap agreement with additional 
Swap Counterparties.   
 
�+�L�J�K���6�Z�D�S���)�H�H�V���5�L�V�N 
 
The Product will bear the swap fees, which are subject to the discussion and consensus between 
the Manager and the Swap Counterparty based on the actual market circumstances on a case-by-
case basis. The current swap fees are a best estimate only and may deviate from the actual market 
conditions. The swap fees of the Product may be higher than that of other leveraged and inverse 
products tracking broad-based indices or commodities indices due to market condition, market 
sentiment on the Underlying Stock and changes in interest rates. This may have an adverse impact 
on the NAV and performance of the Product, and hence may result in higher tracking difference. In 
extreme market conditions and exceptional circumstances, the brokerage commission and the 
�6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\ing hedge may increase significantly and in 
return increase the swap fees.      
 
Capacity Limit Risk 
 
The Swap Counterparties may also be subject to a capacity limit representing the commitment of 
the Swap Counterparty to conduct the Swap transactions to provide the required exposure to the 
Underlying Stock �I�R�U���W�K�H���3�U�R�G�X�F�W�����$�F�F�R�U�G�L�Q�J�O�\�����W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���W�K�H��Underlying Stock may 
be affected. Whilst the Manager does not anticipate that this will have any immediate effect on the 
Product, if any Swap Counterparty reaches its capacity limit or if the Net Asset Value of the Product 
grows significantly this may prevent creations of Units due to the inability of the Product to conduct 
Swap transactions. This may cause a divergence between the trading price of a Unit on the SEHK 
and the Net Asset Value per Unit. The investment exposure could also deviate from the target 
exposure which adds tracking error to the Product. 
 
Liquidity Risk 
 
Swaps may be subject to liquidity risk, which exists when a particular Swap is difficult to purchase 
or sell. If a Swap transaction is particularly large or if the relevant market is illiquid, it may not be 
possible to initiate a transaction or liquidate a position at an advantageous time or price, which may 
result in significant losses to the Product. In addition, a Swap may be subject to the �3�U�R�G�X�F�W�¶�V��
limitation on investments in illiquid Securities. Swaps may be subject to pricing risk, which exists 
when a particular Swap becomes extraordinarily expensive (or inexpensive) relative to historical 
prices or the prices of corresponding cash market instruments. The swaps market is largely 
unregulated. It is possible that developments in the swaps market, including potential government 
�U�H�J�X�O�D�W�L�R�Q���� �F�R�X�O�G�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �D�E�L�O�L�W�\�� �W�R�� �W�H�U�P�L�Q�D�W�H�� �H�[�L�V�W�L�Q�J�� �6�Z�D�S�V�� �R�U�� �W�R�� �U�H�D�O�L�V�H��



 
 
 

amounts to be received under such agreements. There is also no active market in derivative 
instruments and therefore investment in derivative instruments can be illiquid. In order to meet 
requests, the relevant Product relies upon the issuer of the derivative instruments to quote a market 
to unwind any part of the derivative instruments that will reflect the market liquidity conditions and 
the size of the transaction. 
 
Valuation Risk 
 
�7�K�H���3�U�R�G�X�F�W�¶�V���D�V�V�H�W�V�����L�Q���S�D�U�W�L�F�X�O�D�U���6�Z�D�S�V���H�Q�W�H�U�H�G���L�Q�W�R���E�\���W�K�H���3�U�R�G�X�F�W�����L�Q�Y�R�O�Y�H���G�H�U�L�Y�D�W�L�Y�H���W�H�F�K�Q�L�T�X�H�V��
that may be complex and specialised in nature. Valuations for such assets will only usually be 
available from a limited number of market professionals which frequently act as counterparties to 
the transactions to be valued. Such valuations are often subjective and there may be substantial 
differences between any available valuations. However the Manager will carry out an independent 
verification of this valu�D�W�L�R�Q���R�Q���D���G�D�L�O�\���E�D�V�L�V���D�V���G�H�V�F�U�L�E�H�G���X�Q�G�H�U���³�'�H�W�H�U�P�L�Q�D�W�L�R�Q���R�I���1�H�W���$�V�V�H�W���9�D�O�X�H�´��
section. 
 
Legal Risk 
 
The characterisation of a transaction or a party's legal capacity to enter into it could render the 
Swap unenforceable. The insolvency or bankruptcy of a counterparty may also affect the 
enforceability of contractual rights. 
 
Short Selling by Swap Counterparty Risk 
 
The Swap Counterparty to the Product may need to short sell the Underlying Stock for the purposes 
�R�I���K�H�G�J�L�Q�J�����0�D�Q�\���U�H�J�X�O�D�W�R�U�V���K�D�Y�H���E�D�Q�Q�H�G���³�Q�D�N�H�G�´���V�K�R�U�W���V�H�O�O�L�Q�J�����D���S�U�D�F�W�L�F�H���W�K�D�W���K�D�V���E�H�H�Q���S�U�R�K�L�E�L�W�H�G��
in Hong Kong since short selling was first introduced) or completely suspended short selling for 
certain stocks. Any such bans with the effect of prohibiting the short selling of the Underlying Stock 
�P�D�\���D�I�I�H�F�W���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R���K�H�G�J�H���L�W�V���S�R�V�L�W�L�R�Q���D�Q�G���P�D�\���W�U�L�J�J�H�U���D�Q���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q��
�R�I���W�K�H���2�7�&���6�Z�D�S���7�U�D�Q�V�D�F�W�L�R�Q�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�R�X�O�G���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H��
its investment objective and subject the Product to substantial loss.  

Mandatory Measures imposed by Relevant Parties Risk 

�5�H�J�D�U�G�L�Q�J�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �6�Z�D�S�V���� �U�H�O�H�Y�D�Q�W�� �S�D�U�W�L�H�V�� ���V�X�F�K�� �D�V�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�L�H�V���� �S�D�U�W�L�F�L�S�D�W�L�Q�J��
dealers and stock exchanges) may impose certain mandatory measures for risk management 
purpose under extreme market circumstances. These measures may include early termination of 
the Swaps, no further Swap contracts signed and having limited or no access to exposure. In 
response to such mandatory measures, the Manager may have to take corresponding actions in 
�W�K�H�� �E�H�V�W�� �L�Q�W�H�U�H�V�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �8�Q�L�W�K�R�O�G�H�U�V�� �D�Q�G�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�R�Q�V�W�L�W�X�W�L�Y�H��
�G�R�F�X�P�H�Q�W�V�����L�Q�F�O�X�G�L�Q�J���V�X�V�S�H�Q�V�L�R�Q���R�I���F�U�H�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���X�Q�L�W�V���D�Q�G���R�U���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���W�U�D�G�L�Q�J����
implementing alternative investment and/or hedging strategies and termination of the Product. 
These corresponding actions may have an adverse impact on the operation, secondary market 
trading, ability to track the price of the Underlying Stock and the Net Asset Value of the Product. 
While the Manager will endeavour to provide advance notice to investors regarding these actions 
to the extent possible, such advance notice may not be possible in some circumstances.   

Leveraged Performance of Underlying Stock  
 
Investors in the Product should note that the objective and the risks inherent in the Product are not 
typically encountered in traditional �L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V �Z�K�L�F�K���W�U�D�F�N���W�K�H���³�O�R�Q�J�´���S�H�U�I�R�U�P�D�Q�F�H���U�D�W�K�H�U��
than leveraged performance of a single stock. Should the price of the Underlying Stock decrease, 
the use of a leverage factor of 2 in the Product will trigger an accelerated decrease in the value of 
�W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H���F�R�P�S�D�U�H�G���W�R���W�K�H��price of the Underlying Stock (which has a leverage 
factor of 1, i.e. no leverage). As such, Unitholders could, in certain circumstances including a bear 
market, face minimal or no returns, or may even suffer a complete loss, on such investments. The 
negative effect of compounding is more pronounced when combined with leverage and Daily 
rebalancing in volatile markets. 
 
The Product is designed as a trading tool for short-term market timing or hedging purposes, and is 



 
 
 

not intended for long term investment. It is only suitable for sophisticated trade-oriented investors 
who understand the potential consequences of seeking Daily leveraged results and the associated 
risks constantly monitor the performance of their holding on a daily basis.   
 
Path Dependency  
 
The objective of the Product is to �S�U�R�Y�L�G�H���L�Q�Y�H�V�W�P�H�Q�W���U�H�V�X�O�W�V���W�K�D�W�����E�H�I�R�U�H���I�H�H�V���D�Q�G���H�[�S�H�Q�V�H�V�����F�O�R�V�H�O�\��
�F�R�U�U�H�V�S�R�Q�G���W�R���W�Z�L�F�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N on a Daily basis only. Therefore the 
Product should not be equated with seeking a leveraged position for periods longer than a day. 
Investors in the Product should note that the point-to-point accumulated performance of the 
historical Daily leveraged performance of the Underlying Stock over a certain period may not be 
twice the point-to-point performance of the Underlying Stock over the same period of time due to 
�W�K�H�� �H�I�I�H�F�W�� �R�I�� �³�S�D�W�K�� �G�H�S�H�Q�G�H�Q�F�\�´�� �D�Q�G�� �F�R�P�S�R�X�Q�G�L�Q�J�� �R�I�� �W�K�H�� �'�D�L�O�\�� �U�H�W�X�U�Q�V�� �R�I�� �W�K�H��Underlying Stock. 
�3�O�H�D�V�H���U�H�I�H�U���W�R���W�K�H���V�H�F�W�L�R�Q���³�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\�´���D�E�R�Y�H�� 
 
Investors should exercise caution when holding the Product for longer than the rebalancing interval, 
i.e. one Business Day. The performance of the Product, when held overnight, may deviate from the 
leveraged performance of the Underlying Stock. 
 
Investment in Other Funds Risk  

�$�V���S�D�U�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\�����W�K�H���0�D�Q�D�J�H�U���P�D�\���L�Q�Y�H�V�W���L�Q���R�W�K�H�U active or passive 
investment products. The Product will be exposed to the risk of investing in another management 
�F�R�P�S�D�Q�\�¶�V�� �I�X�Q�G�V�� �Z�L�W�K�� �D�O�O�� �W�K�H�� �U�H�O�D�W�H�G�� �U�L�V�N�V�� �Z�K�L�F�K�� �D�W�W�D�F�K�� �W�R��listed or unlisted funds generally. In 
particular, as an investor in such funds, the Product will ultimately bear the fees and expenses of 
the underlying funds including management fees charged by the underlying management 
company. These charges will be in addition to the fees payable by the Product to the Manager. 

If the Product invests in other active or passive investment products managed by the Manager or 
Connected Person of the Manager, all initial charges and redemption charges on these listed or 
unlisted funds must be waived, and the Manager must not obtain rebate of any fees or charges 
levied by these funds or any quantifiable monetary benefits in connection with investments in these 
funds. In addition, where an underlying fund is managed by the Manager, all management and 
performance fees charged by the underlying fund will be waived for the Product. In case any 
conflicts of interest may still arise out of such investments, the Manager will use its best endeavours 
to resolve it fairly. 

Short -term Fixed Income Securities (including money market instruments) Risks  
 
Short-term fixed income securities risk  
 
The Product may invest in fixed income securities which are short-term or with short-term remaining 
maturities. It means the turnover rates of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���P�D�\���E�H���U�H�O�D�W�L�Y�H�O�\���K�L�J�K���D�Q�G���W�K�H��
transaction costs incurred as a result of the purchase or sale of such securities may increase which 
in turn may have a negative impact on the net asset value of the Product. 
 
Credit risk  
 
The Product is exposed to the credit/insolvency risk of issuers/guarantors of the fixed income and 
debt securities in which the Product may invest.  
 
Interest rate risk  
 
The Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�Q���I�L�[�H�G���L�Q�F�R�P�H���V�H�F�X�U�L�W�L�H�V���D�U�H���V�X�E�M�H�F�W���W�R���L�Q�W�H�U�H�V�W���U�D�W�H���U�L�V�N�����*�H�Q�H�U�D�O�O�\�����W�K�H��
prices of fixed income and debt securities rise when interest rates fall, whilst their prices fall when 
interest rates rise.  
 
Credit rating risk  
 



 
 
 

Credit ratings assigned by rating agencies are subject to limitations and do not guarantee the 
creditworthiness of the fixed income securities and/or the issuers/guarantors at all times. 
 
Credit rating downgrading risk  
 
In the event of a credit rating downgrading of the fixed income securities (or the issuers thereof) 
held by the Product, the Product�¶�V�� �Y�D�O�X�H�� �P�D�\�� �E�H�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�H�G�� �D�Q�G�� �L�Q�Y�H�V�W�R�U�V�� �P�D�\�� �V�X�I�I�H�U�� �D��
substantial loss as a result. The Manager may or may not be able to dispose of the fixed income 
instruments that are being downgraded. 
 
Sovereign debt risks  
 
Investment in sovereign debt obligations issued or guaranteed by governments may be exposed to 
political, social and economic risks. In adverse situations, the sovereign issuers/guarantors may 
not be able or willing to repay the principal and/or interest when due or may request the Product to 
participate in restructuring such debts. The Product may suffer significant losses when there is a 
default of sovereign debt issuers/guarantors.  
 
Passive Investments Risk  

�7�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���³�D�F�W�L�Y�H�O�\���P�D�Q�D�J�H�G�´���D�Q�G�����X�Q�G�H�U���Q�R�U�P�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V�����W�K�H���0�D�Q�D�J�H�U���Z�L�O�O��
not adopt any temporary defensive position when the price of the Underlying Stock moves in an 
unfavourable direction. In such circumstances, Units of the Product will also decrease in value. 
Under extreme market circumstances, the Manager will adopt temporary defensive position for 
protection of the Product.  

Trading Difference Risks  

Premiums or discounts to the Net Asset Value may arise when the Product and its Underlying Stock 
trade on exchanges that are in different time zones. As the exchange of the Underlying Stock may 
be open when the Units are not priced, the value of the Produc�W�¶�V���S�R�U�W�I�R�O�L�R���P�D�\���F�K�D�Q�J�H���R�Q���G�D�\�V��
when investors will not be able to purchase or sell Units. On the other hand, if the exchange of the 
Underlying Stock is closed while the SEHK is open, this may affect the level of premium or discount 
of the trading price of the Product to its Net Asset Value. Volatility on the SEHK, as well as supply 
and demand for Units traded on the SEHK, may lead to the Units of the relevant Product trading at 
a premium or discount to the Net Asset Value. In case the trading of the Underlying Stock is 
suspended, the Product may encounter a higher level of premium or discount of the trading price 
of the Product to its Net Asset Value. The trading price of the Units may deviate significantly from 
Net Asset Value, particularly during volatile market conditions. 

Distributions Out Of or Effectively Out Of Capital Risk   

The Manager may, at its discretion make distributions out of capital. The Manager may also, at its 
discretion, make distributions out of gross income while all or part of the fees and expenses of a 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of the capital. Payment of distributions out of capital or effectively out of capital 
amo�X�Q�W�V���W�R���D���U�H�W�X�U�Q���R�U���Z�L�W�K�G�U�D�Z�D�O���R�I�� �S�D�U�W���R�I�� �D�Q���L�Q�Y�H�V�W�R�U�¶�V���R�U�L�J�L�Q�D�O���L�Q�Y�H�V�W�P�H�Q�W���R�U���I�U�R�P���D�Q�\���F�D�S�L�W�D�O��
gains attributable to that original investment. Any distributions involving payment of distributions out 
�R�I���R�U���H�I�I�H�F�W�L�Y�H�O�\���R�X�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���F�D�S�L�W�D�O���P�D�\���U�H�V�Xlt in an immediate reduction of the Net Asset 
�9�D�O�X�H���S�H�U���8�Q�L�W�����7�K�H���0�D�Q�D�J�H�U���P�D�\���D�P�H�Q�G���L�W�V���G�L�V�W�U�L�E�X�W�L�R�Q���S�R�O�L�F�\���V�X�E�M�H�F�W���W�R���W�K�H���6�)�&�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O��
�D�Q�G���E�\���J�L�Y�L�Q�J���Q�R�W���O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�� 

Proprietary Investment / Seed Money Risk  

The assets under management at any time during the life of the Product may include proprietary 
�P�R�Q�H�\�����R�U���³�V�H�H�G���P�R�Q�H�\�´�����L�Q�Y�H�V�W�H�G���E�\���R�Q�H���R�U���P�R�U�H���L�Q�W�H�U�H�V�W�H�G���S�D�U�W�L�H�V�����V�X�F�K���D�V���S�D�U�W�L�F�L�S�D�W�L�Q�J���G�H�D�O�H�U�V����



 
 
 

and such investment may constitute a significant portion of such assets under management. 
Investors should be aware that such an interested party may (i) hedge any of its investments in 
whole or part, thereby reducing or removing its exposure to the performance of the Product; and (ii) 
redeem its investment in the Product at any time, without notice to Unitholders. Such an interested 
party is under no obligation to take the interests of other Unitholders into account when making its 
investment decisions. There is no assurance that any such monies will continue to be invested in 
the Product by an interested party for any particular length of time. As many of the expenses of the 
Product are fixed, a higher amount of assets under management may reduce the expenses of the 
Product per Unit and a lower amount of assets under management may increase the expenses of 
the Product per Unit. As with any other redemption representing a material portion of the Product's 
assets under management, a significant redemption of any such proprietary investment may affect 
the management and/or performance of the Product and may, in certain circumstances (i) cause 
�U�H�P�D�L�Q�L�Q�J�� �L�Q�Y�H�V�W�R�U�V�¶�� �K�R�O�G�L�Q�J�V�� �W�R�� �U�H�S�U�H�V�H�Q�W�� �D�� �K�L�J�K�H�U�� �S�H�U�F�H�Q�W�D�J�H�� �R�I�� �W�K�H�� �1�H�W�� �$�V�V�H�W�� �9�D�O�X�H�� �R�I�� �W�K�H��
Product, (ii) cause other investors in the Product to redeem their investment, and/or (iii) lead the 
Manager, with the consultation of the Trustee, to determine that the Product, has become 
unmanageable and to consider taking exceptional measures, such as terminating the Product, in 
�D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �7�U�X�V�W�� �'�H�H�G���� �L�Q�� �Z�K�L�F�K�� �F�D�V�H�� �8�Q�L�W�K�R�O�G�H�U�V�¶�� �L�Q�Y�H�V�W�P�H�Q�W�V�� �Z�R�X�O�G�� �E�H�� �U�H�G�H�H�P�H�G�� �L�Q��
their entirety. 

Dual  Counter Trading R isks  

Dual Counter risk 

Investors without USD accounts may buy and sell HKD traded Units only. Such investors will not 
be able to buy or sell USD traded Units and should note that distributions are made in USD only. 

Inter-counter trading risk 

Although an investor may buy from one counter and sell the same on the other counter in the same 
day, it is possible that some brokers/intermediaries and Participants may not be familiar with and 
may not be able to (i) buy Units in one counter and to sell Units in the other, or (ii) trade Units in the 
USD counter and the HKD counter at the same time. In such case (i) to (ii), another broker, 
intermediary or Participant may need to be used. This may inhibit or delay dealing in the USD traded 
Units and HKD traded Units and may mean investors may only be able to trade their Units in one 
currency. Investors are recommended to check the readiness of their brokers/intermediaries in 
respect of the Dual Counter trading and inter-counter trading. 

Investors should therefore consult their brokers/intermediaries on the services that the 
brokers/intermediaries may provide in this regard along with the associated risks and fees. In 
particular, some brokers/intermediaries may not have in place systems and controls to facilitate 
inter-counter trading and/or inter-counter day trades. 

Difference in trading prices risk  

There is a risk that due to different factors such as market liquidity, market supply and demand in 
the respective counters and the exchange rate among USD and HKD, the market price on the 
SEHK of Units traded in USD may deviate significantly from the market price on the SEHK of Units 
traded in HKD. The trading price of USD traded Units or HKD traded Units is determined by market 
forces and so will not be the same as the trading price of Units multiplied by the prevailing rate of 
foreign exchange. Accordingly, when selling Units traded in USD or buying Units traded in USD, an 
investor may receive less or pay more than the equivalent amount in HKD if the trade of the relevant 
Units is in HKD and vice versa. There can be no assurance that the price of Units in each counter 
will be equivalent. 

Currency exchange risk  

Investors who bought Units on the HKD counter may be subject to currency exchange risk as the 
assets of the Product are denominated in USD and the Net Asset Value of the Product will be 



 
 
 

calculated in USD. 

USD Distributions Risk   

Investors should note that where a Unitholder holds Units traded under the HKD counter, the 
relevant Unitholder will only receive distributions in USD and not HKD. In the event the relevant 
Unitholder has no USD account, the Unitholder may have to bear the fees and charges associated 
with the conversion of such dividend from USD into HKD or any other currency. Unitholders are 
advised to check with their brokers concerning arrangements for distributions. 

Appendix dated 10 June 2026  
 
 
 
 



   
 

APPENDIX 13: CSOP NVIDIA DAILY ( -2X) INVERSE PRODUCT 

 
Key Information  

Set out below is a summary of key information in respect of the CSOP NVIDIA Daily (-2x) Inverse 
Product (the �³�3�U�R�G�X�F�W�´�� which should be read together with the full text of this Appendix and the 
Prospectus. 

Investment Objective  

To provide investment results that, before fees and 

expenses, closely correspond to the two times inverse 

(-2x) of the Daily performance of the common stock of 

NVIDIA Corp (NASDAQ: NVDA) 

Underlying Stock  NVIDIA Corp (NASDAQ: NVDA) 

Initial Offer Period  

9:00 a.m. (Hong Kong time) of 19 March 2025 to 4:30 

p.m. (Hong Kong time) of 20 March 2025, or such other 

date as the Manager may determine 

Initial Issue Date  
21 March 2025, or such other date as the Manager may 

determine  

Issue Price during the Initial 

Offer Period  
USD10 

Listing Date (SEHK)  
Expected to be 24 March 2025, but may be postponed 

by the Manager to a date no later than 24 April 2025 

Exchange Listing  SEHK �± Main Board 

Stock Code  
USD Counter: 9388 

HKD Counter: 7388 

Short Stock Name  
USD Counter: XI2CSOPNVDA-U 

HKD Counter: XI2CSOPNVDA 

Trading Board Lot Size  
USD Counter: 10 Units 

HKD Counter: 10 Units 

Base Currency  USD 

Trading Currenc ies  
USD Counter: US Dollars (USD) 

HKD Counter: Hong Kong Dollars (HKD) 

Distribution Policy  
The Manager intends to distribute income to 
Unitholders annually (in December) having regard to 
the Product�¶s net income after fees and costs.  



   
 

Further, the Manager may, at its discretion, pay 
distributions out of capital or out of gross income while 
all or part of the fees and expenses are charged to 
capital, resulting in an increase in distributable income 
for the payment of distributions and therefore, 
distributions may be paid effectively out of capital. 
There is no guarantee of any regular distribution. 

All Units will receive distributions in the base currency 
(USD) only. 

Creation/Redemption Policy  Cash (USD) only 

Application Unit Size (only by or 

through Participating Dealers)  
Minimum 50,000 Units (or multiples thereof) 

Dealing Deadline  

5:30 p.m. (Hong Kong time) on the relevant Dealing 

Day, or such other time as the Manager (with the 

approval of the Trustee) may determine  

Management Fee  Currently 1.6% per year of the Net Asset Value  

Financial Year End  

31 December (The first financial year-end of the Product 

will be 31 December 2025. The first audited accounts 

and the first semi-annual unaudited interim reports of the 

Product will be for the period ending 31 December 2025 

and 30 June 2026 respectively.)  

Website  https://www.csopasset.com/en/products/hk-nvda-2i 

 

What is the Investment Objective?  

The investment objective of the Product is to provide investment results that, before fees and 
expenses, closely correspond to the two times inverse (-2x) of the Daily performance of the 
common stock �R�I���1�9�,�'�,�$���&�R�U�S�����1�$�6�'�$�4�����1�9�'�$�������W�K�H���³Underlying Stock �´��.  The Product does 
not seek to achieve its stated investment objective over a period of time greater than one 
day. 

What is the Investment S trategy?   

The Product seeks to achieve its investment objective by using a Swap-based synthetic 
replication strategy as discussed below. 

The investment strategy of the Product is subject to the investment and borrowing restrictions set 
out in Part 1 of this Prospectus. 

�6�Z�D�S���E�D�V�H�G���V�\�Q�W�K�H�W�L�F���U�H�S�O�L�F�D�W�L�R�Q���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\ 

�6�\�Q�W�K�H�W�L�F���5�H�S�O�L�F�D�W�L�R�Q���X�V�L�Q�J���6�Z�D�S 

The Product will enter into more than one partially-funded Swaps (which are over-the counter 
financial derivative instruments entered into with more than one Swap Counterparties) whereby 
the Product will provide a portion of the net proceeds from subscription from the issue of the Units 

 

https://urldefense.com/v3/__https:/www.csopasset.com/en/products/hk-nvda-2i__;!!CqcxuPVp!MOKVhOyu__A8TjxrGhV-06xIn9jM5gXFanFQDIevlH7F2IX8W8o8OUhWTmvwaAy0ngmXk1s_qJOCOeSob3OA$


   
 

�D�V���L�Q�L�W�L�D�O���P�D�U�J�L�Q�����³�,�Q�L�W�L�D�O���$�P�R�X�Q�W�´�����W�R���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�L�H�V�� �� �Z�K�L�F�K���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q��
appointed by the Trustee in segregated accounts and will only be transferred to the Swap 
Counterparties when the Product defaults and in return the Swap Counterparties will provide the 
Product with an exposure to the Underlying Stock (net of transaction costs). 

Initial Amount 

No more than 65% of the Net Asset Value of the Product from time to time will be used as Initial 
Amount by way of cash and listed units of money market funds authorised by the SFC to acquire 
the Swaps. 

�8�Q�G�H�U�� �H�[�F�H�S�W�L�R�Q�D�O�� �F�L�U�F�X�P�V�W�D�Q�F�H�V�� ���H���J���� �L�Q�F�U�H�D�V�H�G��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\�� �L�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �W�X�U�E�X�O�H�Q�F�H������ �W�K�H��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �P�D�\�� �L�Q�F�U�H�D�V�H��
�V�X�E�V�W�D�Q�W�L�D�O�O�\���� �7�K�H�� �,�Q�L�W�L�D�O���$�P�R�X�Q�W�� �Z�L�O�O�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�X�V�W�R�G�L�D�Q�� �D�S�S�R�L�Q�W�H�G�� �E�\�� �W�K�H��
�7�U�X�V�W�H�H�� �Z�K�R�� �Z�L�O�O�� �K�R�O�G�� �W�K�H�� �D�P�R�X�Q�W�� �I�R�U�� �W�K�H�� �3�U�R�G�X�F�W�� �L�Q�� �G�H�V�L�J�Q�D�W�H�G�� �D�F�F�R�X�Q�W�V���� �D�Q�G�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���K�D�Y�H���D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���R�Y�H�U���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W�����D�Q�G���W�K�H���U�H�O�H�Y�D�Q�W���D�F�F�R�X�Q�W�V�����X�S�R�Q��
�V�X�F�K���W�U�D�Q�V�I�H�U�����7�K�H�U�H���L�V���Q�R���W�U�D�Q�V�I�H�U���R�I���O�H�J�D�O���W�L�W�O�H�����D�Q�G���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�P�D�L�Q�V���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�����E�X�W��
�D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���Z�L�O�O���E�H���F�U�H�D�W�H�G���W�K�H�U�H�X�S�R�Q���L�Q���I�D�Y�R�X�U���R�I���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 

Other investments 

Not less than 20% of the Net Asset Value (this percentage may be reduced proportionately under 
exceptional circumstances where there is a higher Initial Amount requirement, as described 
above) will be invested in cash (HKD or USD) and other HKD or USD denominated investment 
products, such as deposits with banks in Hong Kong and HKD or USD denominated short-term 
(i.e. maturity less than 3 years) investment-grade bonds and money market funds in accordance 
with the requirements of the Code. Yield in HKD or USD (as the case may be) from such cash 
and �L�Q�Y�H�V�W�P�H�Q�W�� �S�U�R�G�X�F�W�V�� �Z�L�O�O�� �E�H�� �X�V�H�G�� �W�R�� �P�H�H�W�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �I�H�H�V�� �D�Q�G�� �H�[�S�H�Q�V�H�V�� �D�Q�G�� �D�I�W�H�U��
deduction of such fees and expenses, the remainder will be distributed by the Manager to the 
Unitholders in USD.  

No more than 10% of the Net Asset Value may be invested in collective investment schemes 
which may be eligible schemes (as defined by the SFC) or authorised by the SFC in accordance 
with all the applicable requirements of the Code. For the avoidance of dou�E�W���� �W�K�H�� �3�U�R�G�X�F�W�¶�V��
investment in the money market funds mentioned in the preceding paragraph is not subject to 
this limit. Any investment in ETFs will be considered and treated as collective investment 
schemes for the purposes of and subject to the requirements in 7.11A and 7.11B of the Code.  

For the avoidance of doubt, the Product will not invest in collective investment schemes which 
are non-eligible schemes and not authorised by the SFC. 

All investments of the Product other than Swaps will comply with 7.36 to 7.38 of the Code. The 
Manager has no current intention to enter into any securities lending, repurchase and reverse 
repurchase or similar transaction in respect of the Product.  

Collateral 

Counterparty Exposure 

Collateral arrangements will be taken in relation to these derivative transactions with a view that 
the percentage of the counterparty risk exposure (expressed as a percentage of net assets) is 
reduced to zero. 
 
To collateralise the mark-to-market exposure under the relevant Swap, additional amounts will 
be transferred as variation margin (either by the Product to the Swap Counterparty or vice versa) 
on each business day during the Swap transaction.  Such variation margin will be transferred by 
way of title transfer, or by way of a security interest with a right of use (analogous to title transfer) 
granted thereon. During this process, the Manager will manage the Product to ensure that the 
collateral held by the Product will represent at least 100% of the �3�U�R�G�X�F�W�¶�V gross total counterparty 
risk exposure and be maintained, marked-to-market on a daily basis, with a view to ensuring that 



   
 

there is no uncollateralised counterparty risk exposure at the end of a trading day (subject to  
intra-day price movements, market risk and settlement risk etc.). If the collateral held by the 
�3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I��
any trading day T, by the end of that trading day T, the Manager will generally require that each 
Swap Counterparty deliver additional collateral assets (i.e. variation margin) to make up for the 
difference in value, with the settlement of such delivery expected to occur on or before trading 
day T+2. 
 
Each Swap Counterparty will deliver collateral with a view to reduce the net exposure of the 
Product to each counterparty to 0% (zero per cent), although a minimum transfer amount of up 
to USD250,000 (or currency equivalent) will be applicable. 
 
Diagrammatic Illustration of Synthetic Replication Strategy 
 
Please see below a diagram illustrating the operation of the swap-based synthetic replication 
investment strategy above: 
 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 

�
���7�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���V�X�E�M�H�F�W���W�R���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W�� 

 
Swap Transaction 
 
Each Swap is documented by a confirmation which supplements, forms part of and is governed 
by a 2002 ISDA Master Agreement with schedule thereto (together with an ISDA Credit Support 
Annex and/or ISDA Credit Support Deed in respect thereof), in each case, entered into by the 
Trustee on behalf of the Product and the Swap Counterparty. ISDA documentation is published 
by the International Swaps and Derivatives Association, Inc. 
 
Prior to commencing any transaction with a Swap Counterparty under a Swap, the Manager has 
obtained (if such Swap Counterparty is an existing swap counterparty) or will obtain (if such Swap 
Counterparty is a new swap counterparty) legal opinions or such other confirmations or 
assurances from the Swap Counterparties reasonably acceptable to the Product, confirming that 
(a) such Swap Counterparty has the capacity and authority to enter into the relevant Swap and 
(b) the obligations expressed to be assumed by such Swap Counterparty under the relevant Swap 
constitute legal, valid, binding obligations of the Swap Counterparty enforceable against it in 
accordance with their terms. The enforceability of the termination, bilateral close-out netting and 
multibranch netting provisions in the 2002 ISDA Master Agreement in the relevant jurisdictions in 
which enforcement action may be brought is covered by standard netting opinions commissioned 
�E�\���,�6�'�$�����,�Q���U�H�V�S�H�F�W���R�I���H�D�F�K���6�Z�D�S�����Q�R�Q�H���R�I���W�K�H���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U���W�K�H���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´��

�6�Z�D�S�� 

�� 

�&�X�V�W�R�G�L�D�Q���K�R�O�G�V���W�K�H��
�F�R�O�O�D�W�H�U�D�O���R�Q���E�H�K�D�O�I���R�I��

�W�K�H���3�U�R�G�X�F�W�
 

�� 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\ �3�U�R�G�X�F�W 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���S�U�R�Y�L�G�H�V���W�R���3�U�R�G�X�F�W���D�Q���H�[�S�R�V�X�U�H��

�W�R���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H���������[�����R�I���W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I��

�W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����Q�H�W���R�I���W�U�D�Q�V�D�F�W�L�R�Q���F�R�V�W�V�� 
 

�7�K�H�� �3�U�R�G�X�F�W�� �S�U�R�Y�L�G�H�V�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�H��

�,�Q�L�W�L�D�O�� �$�P�R�X�Q�W�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��

�D�S�S�R�L�Q�W�H�G���E�\���W�K�H���7�U�X�V�W�H�H���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���D�Q�G��

�Z�L�O�O�� �R�Q�O�\�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\��

�Z�K�H�Q���W�K�H���3�U�R�G�X�F�W���G�H�I�D�X�O�W�V 

�� 
�(�D�F�K���S�D�U�W�\���S�U�R�F�X�U�H�V���F�R�O�O�D�W�H�U�D�O�����L���H�����Y�D�U�L�D�W�L�R�Q���P�D�U�J�L�Q�����W�R���E�H��

�G�H�O�L�Y�H�U�H�G���W�R���W�K�H���R�W�K�H�U���S�D�U�W�\���Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H��

�L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���P�D�U�N���W�R���P�D�U�N�H�W���U�L�V�N���H�[�S�R�V�X�U�H���D�W���W�K�H��

�H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\ 



   
 

contained in the 2002 ISDA Master Agreement has been disapplied in respect of the relevant 
Swap Counterparty (although some of them have been amended to reflect the nature of the Swap 
�&�R�X�Q�W�H�U�S�D�U�W�\�����W�K�H���7�U�X�V�W�H�H���D�Q�G���W�K�H���3�U�R�G�X�F�W���D�Q�G���F�H�U�W�D�L�Q���³�$�G�G�L�W�L�R�Q�D�O���7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´���K�D�Y�H���D�O�V�R��
been inserted in respect of the Trustee and the Product). The Trustee (on behalf of the Product) 
�K�D�V���W�K�H���U�L�J�K�W�����L�Q���W�K�H���H�Y�H�Q�W���R�I���L�Q�V�R�O�Y�H�Q�F�\���R�U���W�K�H���R�F�F�X�U�U�H�Q�F�H���R�I���F�H�U�W�D�L�Q���R�W�K�H�U���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U��
�³�7�H�U�P�L�Q�D�W�L�R�Q�� �(�Y�H�Q�W�V�´�� �R�I�� �W�K�H�� �6�Z�D�S�� �&�Runterparty that are continuing at the relevant time, to 
terminate the Swap on behalf of the Product at any time (such termination may take effect 
immediately) and without any approval from the Swap Counterparty. 
 
The actual termination events vary according to the negotiation between the Manager and each 
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����7�K�H���I�R�O�O�R�Z�L�Q�J�V���D�U�H���V�R�P�H���H�[�D�P�S�O�H�V���R�I���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´�� 

 
(a) decline in the Net Asset Value of the Product to a prescribed triggering level;  

  
(b) illegality of other similar events which affects the ability of the Swap Counterparty or the 

Product to perform its obligations under the Swap agreement; 
 

(c) change of Manager or Trustee; and 
 

(d) termination of the Product.  
 
Criteria for Selection of Swap Counterparty  
 
In selecting a Swap Counterparty (or a replacement Swap Counterparty), the Manager will have 
regard to a number of criteria, including but not limited to the fact that the prospective Swap 
Counterparty or its guarantor is a substantial financial institution (as defined under the Code) 
subject to an on-going prudential and regulatory supervision,��or such other entity acceptable to 
the SFC under the Code. The Manager may also impose such other selection criteria as it 
considers appropriate. A Swap Counterparty must be independent of the Manager.  
 
As at the date of this Prospectus, the Swap Counterparties to the Product and their guarantors 
(where relevant) are:  
 
Swap Counterparty  Place of incorporation of 

the Swap Counterparty  
�6�W�D�Q�G�D�U�G�� �	�� �3�R�R�U�¶�V�� �F�U�H�G�L�W��
rating  

J.P.Morgan Securities PLC United Kingdom �$�$�� 

Societe Generale France A 

HSBC Bank Plc United Kingdom A- 

 
The Manager will publish, inter alia, the latest list of the identity of the Swap Counterparty of the 
�3�U�R�G�X�F�W�����D�V���Z�H�O�O���D�V���W�K�H���3�U�R�G�X�F�W�¶s gross and net exposure to each such Swap Counterparty, on 
�W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H�� �D�W��https://www.csopasset.com/en/products/hk-nvda-2i (which has not 
been reviewed by the SFC). 

Collateral Arrangements 

The Manager seeks the provision of collateral to mitigate potential counterparty risks, with a view 
to ensuring that there is no uncollateralized counterparty risk exposure subject to the minimum 
�W�U�D�Q�V�I�H�U���D�P�R�X�Q�W�V���G�H�V�F�U�L�E�H�G���L�Q���W�K�H���V�H�F�W�L�R�Q���K�H�D�G�H�G���³�&�R�X�Q�W�H�U�S�D�U�W�\���(�[�S�R�V�X�U�H�´���D�E�R�Y�H. The collateral 
held by the Product should represent at least 100% of the Product�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
exposure towards the Swap Counterparties, with the value of the collateral marked to market by 

https://urldefense.com/v3/__https:/www.csopasset.com/en/products/hk-nvda-2i__;!!CqcxuPVp!MOKVhOyu__A8TjxrGhV-06xIn9jM5gXFanFQDIevlH7F2IX8W8o8OUhWTmvwaAy0ngmXk1s_qJOCOeSob3OA$


   
 

the end of each trading day. Where collateral taken is in the nature of cash and/or government 
bonds, the market value of such cash and/or government bond collateral should represent at least 
100% of the related gross counterparty risk exposure towards the Swap Counterparties.   
 
Collateral may take such form as the Manager considers appropriate, and currently it is in the 
form of bonds and/or cash. If a Swap Counterparty becomes insolvent, or if a Swap Counterparty 
fails to pay any sum payable under the Swap when due and after a demand has been made, or 
if other events of default specified in the relevant swap agreement occur, the Product, subject to 
the terms of the swap agreement, shall be entitled to enforce the relevant collateral and obtain 
full title thereof. In such instances, the Product�¶�V���R�E�O�L�J�D�W�L�R�Q�V���W�R���U�H�W�X�U�Q���W�K�H���F�R�O�O�D�W�H�U�D�O���Z�L�O�O���E�H���R�I�I�V�H�W��
�D�J�D�L�Q�V�W���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���R�E�O�L�J�D�W�L�R�Q���W�R���S�D�\���X�Q�G�H�U���W�K�H���V�Z�D�S���D�J�U�H�H�P�H�Q�W��  
 
The Manager has adopted measures to monitor the eligibility criteria and valuation of collateral 
provided to the Product on an ongoing basis.  
 
Collaterals taken by the Product shall comply with all applicable requirements under the Code, 
including Chapter 8.8(e) of the Code as supplemented by such other guidance from the SFC from 
time to time.  
 
The following criteria will be observed when accepting assets as collaterals for the Product: 
liquidity, daily valuation, credit quality, price volatility, diversification, correlation, management of 
operational and legal risks, enforceability, not being availability for secondary recourse and 
involving no structured product. Only cash collateral will be reinvested in accordance with the 
collateral policy set out in Part 1 of this Prospectus.   
 
The details of the collateral requirements required under the Code and the collateral policy of the 
Trust and the Product are set out in Part 1 of this Prospectus. 
 
Collateral provided to the Product must be held by the Trustee or any custodian duly appointed 
by the Trustee.  
 
�'�H�W�D�L�O�V�� �R�I�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �P�D�Q�D�J�H�P�H�Q�W�� �S�R�O�L�F�\�� �F�D�Q�� �E�H�� �I�R�X�Q�G�� �D�W�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H���D�W��
�K�W�W�S�V�������Z�Z�Z���F�V�R�S�D�V�V�H�W���F�R�P���H�Q���S�U�R�G�X�F�W�V���K�N���Q�Y�G�D�����L�����Z�K�L�F�K���K�D�V���Q�R�W���E�H�H�Q���U�H�Y�L�H�Z�H�G���E�\���W�K�H���6�)�&��.  
 
�7�K�H���3�U�R�G�X�F�W�¶�V��net derivative exposure may be more than 100% of its Net Asset Value. 

The Product's net derivative exposure to financial derivative instruments will not exceed -202% of 
its Net Asset Value (i) at the time of Daily rebalancing of the Product, (ii) between Daily rebalancing, 
unless due to market movements.  

Swap Fees  

�7�K�H���3�U�R�G�X�F�W���Z�L�O�O���E�H�D�U���W�K�H���V�Z�D�S���I�H�H�V�����Z�K�L�F�K���L�Q�F�O�X�G�H�V���D�O�O���F�R�V�W�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���6�Z�D�S���W�U�D�Q�V�D�F�W�L�R�Q�V��
�D�Q�G���D�U�H���V�X�E�M�H�F�W���W�R���W�K�H���G�L�V�F�X�V�V�L�R�Q���D�Q�G���F�R�Q�V�H�Q�V�X�V���E�H�W�Z�H�H�Q���W�K�H���0�D�Q�D�J�H�U���D�Q�G���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\��
�E�D�V�H�G���R�Q���W�K�H���D�F�W�X�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V���R�Q���D���F�D�V�H���E�\���F�D�V�H���E�D�V�L�V�����7�K�H���V�Z�D�S���I�H�H�V���U�H�S�U�H�V�H�Q�W���D��
�Y�D�U�L�D�E�O�H�� �V�S�U�H�D�G�� ���Z�K�L�F�K�� �F�D�Q�� �E�H�� �S�R�V�L�W�L�Y�H�� �R�U�� �Q�H�J�D�W�L�Y�H���� �S�O�X�V���6�2�)�5���Z�K�L�F�K�� �U�H�I�O�H�F�W�V���W�K�H�� �E�U�R�N�H�U�D�J�H��
�F�R�P�P�L�V�V�L�R�Q�� �D�Q�G���W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �L�Q�� �R�U�G�H�U�� �W�R��
�S�U�R�Y�L�G�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���� 

�,�I���W�K�H���V�Z�D�S���I�H�H�����6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���S�R�V�L�W�L�Y�H���I�L�J�X�U�H�����W�K�H�Q���L�W���Z�L�O�O���E�H���E�R�U�Q�H���E�\���W�K�H���3�U�R�G�X�F�W���D�Q�G���P�D�\��
�K�D�Y�H���D�Q���D�G�Y�H�U�V�H���L�P�S�D�F�W���R�Q���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H���D�Q�G���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����D�Q�G���P�D�\���U�H�V�X�O�W��
�L�Q�� �D�� �Q�H�J�D�W�L�Y�H�� �L�P�S�D�F�W�� �R�Q�� �W�K�H�� �W�U�D�F�N�L�Q�J�� �G�L�I�I�H�U�H�Q�F�H�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W���� �2�Q�� �W�K�H�� �F�R�Q�W�U�D�U�\���� �L�I�� �W�K�H�� �V�Z�D�S���I�H�H��
���6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���Q�H�J�D�W�L�Y�H���I�L�J�X�U�H�����W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���S�D�\���W�K�H���V�Z�D�S���I�H�H���W�R���W�K�H���3�U�R�G�X�F�W��
�D�Q�G���P�D�\���O�H�D�G���W�R���D���S�R�V�L�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���W�U�D�F�N�L�Q�J���G�L�I�I�H�U�H�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����F�X�U�U�H�Q�W�O�\���W�K�H���V�Z�D�S���I�H�H�V��
�D�U�H���H�[�S�H�F�W�H�G���W�R���U�D�Q�J�H���I�U�R�P�����������������W�R���������������S�H�U���D�Q�Q�X�P���R�I���W�K�H���6�Z�D�S���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W�����L���H�����I�U�R�P����
�������������W�R������ �����������S�H�U���D�Q�Q�X�P���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����7�K�L�V���L�V���D���E�H�V�W���H�V�W�L�P�D�W�H���R�Q�O�\���D�Q�G���P�D�\��
�G�H�Y�L�D�W�H�� �I�U�R�P�� �W�K�H�� �D�F�W�X�D�O�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V������ �,�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V�� �D�Q�G�� �H�[�F�H�S�W�L�R�Q�D�O��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���� �W�K�H�� �E�U�R�N�H�U�D�J�H�� �F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I���I�L�Q�D�Q�F�L�Q�J�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���K�H�G�J�H���P�D�\���L�Q�F�U�H�D�V�H���V�L�J�Q�L�I�L�F�D�Q�W�O�\���D�Q�G���L�Q���U�H�W�X�U�Q���L�Q�F�U�H�D�V�H���W�K�H���V�Z�D�S���I�H�H�V�����:�K�H�Q���W�K�H���D�F�W�X�D�O��
�V�Z�D�S�� �I�H�H�� �O�H�Y�H�O�� �H�[�F�H�H�G�V���W�K�H�� �G�L�V�F�O�R�V�H�G�� �O�H�Y�H�O���� �W�K�H�� �0�D�Q�D�J�H�U�� �Z�L�O�O�� �L�V�V�X�H�� �Q�R�W�L�F�H�� �W�R�� �W�K�H���L�Q�Y�H�V�W�R�U�V�����7�K�H��
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�3�U�R�G�X�F�W�� �V�K�D�O�O�� �E�H�D�U�� �W�K�H�� �V�Z�D�S�� �I�H�H�V�� ���L�Q�F�O�X�G�L�Q�J�� �D�Q�\�� �F�R�V�W�V�� �D�V�V�R�F�L�D�W�H�G�� �Z�L�W�K�� �W�K�H�� �H�Q�W�H�U�L�Q�J�� �L�Q�W�R���� �R�U��
�X�Q�Z�L�Q�G�L�Q�J�� �R�U�� �P�D�L�Q�W�H�Q�D�Q�F�H�� �R�I���� �D�Q�\�� �K�H�G�J�L�Q�J�� �D�U�U�D�Q�J�H�P�H�Q�W�V�� �L�Q���U�H�V�S�H�F�W���R�I�� �V�X�F�K�� �6�Z�D�S�V�������6�Z�D�S�� �I�H�H�V��
�D�U�H�� �D�F�F�U�X�H�G�� �G�D�L�O�\�� �D�Q�G�� �V�S�U�H�D�G�� �R�X�W�� �R�Y�H�U�� �W�K�H�� �P�R�Q�W�K�����7�K�H�� �P�D�[�L�P�X�P�� �X�Q�Z�L�Q�G�L�Q�J�� �I�H�H�� �S�D�\�D�E�O�H�� �E�\�� �W�K�H��
�3�U�R�G�X�F�W���L�V�������E�S�V���S�H�U���W�U�D�Q�V�D�F�W�L�R�Q���R�Q���W�K�H���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W���R�I���W�K�H���6�Z�D�S���X�Q�Z�R�X�Q�G�� 

The Manager will disclose the swap fees in the semi-annual and annual financial reports of the 
Product. The swap fees will be borne by the Product and hence may have an adverse impact on 
the Net Asset Value and the performance of the Product, and may result in higher tracking error.  

Daily rebalancing of the Produc t 

The Product will rebalance its position on a day when the SEHK and the NASDAQ are open for 
trading (i.e. a Business Day). On such days the Product will seek to rebalance its portfolio at or 
around the close of trading of the NASDAQ, by decreasing exposure in response to the Underlying 
Stock�¶�V���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H����-2x) Daily gains or increasing exposure in response to the Underlying 
Stock�¶�V�� �W�Z�R�� �W�L�P�H�V�� �L�Q�Y�H�U�V�H�� ��-2x) Daily losses, so that its Daily inverse exposure ratio to the 
Underlying Stock �L�V���F�R�Q�V�L�V�W�H�Q�W���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���� 

The table below illustrates how the Product as an inverse product will rebalance its position 
following the movement of the price of the underlying Stock by the end of trading of the relevant 
markets.  Assuming that the initial Net Asset Value of the Product is 100 on day 0, the Product will 
need to have an exposure of -200 to meet the objective of the Product. If the price of the Underlying 
Stock decreases by 10% during the day, the Net Asset Value of the Product would have increased 
to 120, making the exposure of the Product -180. As the Product needs an exposure of -240, which 
is -2x the Product�¶�V��Net Asset Value at closing, the Product will need to rebalance its position by 
an additional -60.  Day 1 illustrates the rebalancing requirements if the price of the Underlying 
Stock increases by 5% on the subsequent day.   

  Calculation  Day 0 Day 1 Day 2 

(a) Initial Product NAV   ������  ������  ������  

(b) Initial exposure (b) = (a) × -2 ��������  ��������  ��������  

(c) Daily change of price of Underlying 
Stock (%)   ��������  ����  ������  

(d) Profit / loss on exposure (d) = (b) × (c)  ����  ������  �������� 

(e) Closing Product NAV (e) = (a) + (d) ������  ������  ���������� 

(f) Exposure (f) = (b) × (1+(c))  ��������  ��������  ������������ 

(g) Target exposure to maintain 

inverse ratio (g) = (e) × -2 
��������  ��������  ������������ 

(h) Required rebalancing amounts (h) = (g) - (f) ������  ����  ���������� 

 
The above figures are calculated before fees and expenses.   
 
Underlying Stock  

NVIDIA Corp is a semiconductor company that designs and supplies graphics processing units. It 
offers solutions in relation to artificial intelligence, data centre and cloud computing, robotics and 
self-driving vehicles. NVIDIA Corp is listed on the NASDAQ, a stock exchange based in the US. 

Borrowing policy  and restriction  

Borrowing against the assets of the Product is allowed up to a maximum of 10% of its latest 
available Net Asset Value, only on a temporary basis for the purposes of meeting redemption 



   
 

requests or defraying operating expenses.  

�&�R�P�S�D�U�L�V�R�Q���E�H�W�Z�H�H�Q���W�K�H���S�H�U�I�R�U�P�D�Q�F�H�� �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���D�Q�G�� �W�K�H�� �W�Z�R���W�L�P�H�� �L�Q�Y�H�U�V�H��
�S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���I�R�U���D���S�H�U�L�R�G���O�R�Q�J�H�U���W�K�D�Q���R�Q�H���G�D�\�����L���H�����F�R�P�S�D�U�L�V�R�Q���R�I��
�W�K�H���S�R�L�Q�W���W�R���S�R�L�Q�W���S�H�U�I�R�U�P�D�Q�F�H���� 

�7�K�H���3�U�R�G�X�F�W�¶�V���R�E�M�H�F�W�L�Y�H���L�V���W�R���S�U�R�Y�L�G�H���U�H�W�X�U�Q�V���Z�K�L�F�K���D�U�H���R�I���D���S�U�H�G�H�W�H�U�P�L�Q�H�G���L�Q�Y�H�U�V�H���I�D�F�W�R�U���������[�����R�I��
�W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���V�X�F�K�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���Q�R�W���W�U�D�F�N��
�����[�� �W�K�H�� �D�F�F�X�P�X�O�D�W�L�Y�H�� �U�H�W�X�U�Q���R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���R�Y�H�U�� �D�� �S�H�U�L�R�G�� �J�U�H�D�W�H�U�� �W�K�D�Q�������%�X�V�L�Q�H�V�V�� �'�D�\����
�7�K�L�V���P�H�D�Q�V���W�K�D�W���W�K�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���R�I���W�L�P�H���J�U�H�D�W�H�U���W�K�D�Q���D���V�L�Q�J�O�H���G�D�\��
�P�X�O�W�L�S�O�L�H�G���E�\���������������J�H�Q�H�U�D�O�O�\���Z�L�O�O���Q�R�W���H�T�X�D�O���������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���R�Y�H�U���W�K�D�W���V�D�P�H��
�S�H�U�L�R�G�����,�W���L�V���D�O�V�R���H�[�S�H�F�W�H�G���W�K�D�W���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���X�Q�G�H�U�S�H�U�I�R�U�P���W�K�H���U�H�W�X�U�Q���R�I���������������R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N���L�Q�� �D�� �W�U�H�Q�G�O�H�V�V�� �R�U�� �I�O�D�W�� �P�D�U�N�H�W���� �� �7�K�L�V�� �L�V�� �F�D�X�V�H�G�� �E�\�� �F�R�P�S�R�X�Q�G�L�Q�J���� �Z�K�L�F�K�� �L�V�� �W�K�H�� �D�F�F�X�P�X�O�D�W�L�Y�H��
�H�I�I�H�F�W���R�I���S�U�H�Y�L�R�X�V���H�D�U�Q�L�Q�J�V���J�H�Q�H�U�D�W�L�Q�J���H�D�U�Q�L�Q�J���R�U���O�R�V�V�H�V���L�Q���D�G�G�L�W�L�R�Q���W�R���W�K�H���S�U�L�Q�F�L�S�D�O���D�P�R�X�Q�W�����D�Q�G���Z�L�O�O��
�E�H���D�P�S�O�L�I�L�H�G���E�\���W�K�H���Y�R�O�D�W�L�O�L�W�\���R�I���W�K�H���P�D�U�N�H�W���D�Q�G���W�K�H���K�R�O�G�L�Q�J���S�H�U�L�R�G���R�I���W�K�H���3�U�R�G�X�F�W���� �� �7�K�H���I�R�O�O�R�Z�L�Q�J��
�V�F�H�Q�D�U�L�R�V���L�O�O�X�V�W�U�D�W�H���K�R�Z���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���G�H�Y�L�D�W�H���I�U�R�P���W�K�D�W���R�I���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q��
�������[�����R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���R�Y�H�U�� �D�� �O�R�Q�J�H�U�� �S�H�U�L�R�G�� �R�I�� �W�L�P�H�� �L�Q�� �Y�D�U�L�R�X�V�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V���� �� �$�O�O�� �W�K�H��
�V�F�H�Q�D�U�L�R�V���D�U�H���E�D�V�H�G���R�Q���D���K�\�S�R�W�K�H�W�L�F�D�O�������������L�Q�Y�H�V�W�P�H�Q�W���L�Q���W�K�H���3�U�R�G�X�F�W�� 

Scenario 1:  Upward trending market  

�,�Q���D���F�R�Q�W�L�Q�X�R�X�V���X�S�Z�D�U�G���W�U�H�Q�G�����Z�K�H�U�H���W�K�H���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���U�L�V�H�V���V�W�H�D�G�L�O�\���I�R�U���P�R�U�H���W�K�D�Q��
�����%�X�V�L�Q�H�V�V���'�D�\�����W�K�H���3�U�R�G�X�F�W�¶�V���D�F�F�X�P�X�O�D�W�H�G���O�R�V�V���Z�L�O�O���E�H���O�H�V�V���W�K�D�Q�������[���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���J�D�L�Q���L�Q���W�K�H��
�S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���L�O�O�X�V�W�U�D�W�H�G���L�Q���W�K�H���V�F�H�Q�D�U�L�R���E�H�O�R�Z�����Z�K�H�U�H���D�Q���L�Q�Y�H�V�W�R�U���K�D�V���L�Q�Y�H�V�W�H�G��
�L�Q���W�K�H���3�U�R�G�X�F�W���R�Q���G�D�\�������D�Q�G���W�K�H���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���J�U�R�Z�V���E�\�����������G�D�L�O�\���I�R�U�������%�X�V�L�Q�H�V�V��
�'�D�\�V�����E�\���G�D�\�������W�K�H���3�U�R�G�X�F�W���Z�R�X�O�G���K�D�Y�H���D�Q���D�F�F�X�P�X�O�D�W�H�G���O�R�V�V���R�I������ �������F�R�P�S�D�U�H�G���Z�L�W�K���D������ �����O�R�V�V��
�Z�K�L�F�K���L�V�������[���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�� 
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Scenario  2:  Downward trending market  
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Scenario  3:  Volatile upward trend  
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Scenario  4: Volatile downward trend  

In a volatile downward trend, where the price �R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N generally moves downward 
�R�Y�H�U���D���S�H�U�L�R�G���O�R�Q�J�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\���E�X�W���Z�L�W�K���G�D�L�O�\���Y�R�O�D�W�L�O�L�W�\�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\��
�E�H���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W�H�G���L�Q���W�K�D�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���I�D�O�O���V�K�R�U�W���R�I��-2x the accumulative return 
of the �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N. As illustrated in the scenario below, where the price �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N falls by 7% over 5 Business Days but with daily volatility, the Product would have an 
accumulated loss of 0.2%, compared with a 15% gain which is -2x the accumulative return �R�I���W�K�H��
�8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N. 
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The chart below further illustrates the difference between ���L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L���������[���W�K�H��
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in a volatile downward market trend over a period greater than 1 Business Day.  
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Scenario  5:  Volatile market with flat performance  of the Underlying Stock  
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The chart below further illustrates the difference between ���L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L���������[���W�K�H��
�D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G�����L�L�L�����D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q�����R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N��
in a volatile market with flat performance �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N over a period greater than 1 
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Business Day.   

 

 

The chart below sets out the difference between (a) -2x inverse product accumulative return and 
(b) -2x of accumulative return of the Underlying Stock in this scenario. 
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As explained above, the Product tracks the two times inverse (-2x) performance of the �8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N, if observed on a Daily basis. However, due to path dependency of the performance of the 
Underlying Stock and the two times inverse (-2x) Daily performance of the Underlying Stock, when 
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comparing the performance of the Underlying Stock and the -2x performance of the Underlying 
Stock for a period longer than one day (i.e. comparison of the point-to-point performance), the 
historical -2x performance of the Underlying Stock will not be equal to the simple -2x performance 
of the Underlying Stock over the same period of time. 
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�D�S�S�O�\�� �I�R�U�� �8�Q�L�W�V�� �W�R�� �E�H�� �D�Y�D�L�O�D�E�O�H�� �I�R�U�� �W�U�D�G�L�Q�J�� �R�Q�� �W�K�H�� �/�L�V�W�L�Q�J�� �'�D�W�H�� �E�\�� �F�U�H�D�W�L�R�Q���� �1�R�� �U�H�G�H�P�S�W�L�R�Q�V�� �D�U�H��
�S�H�U�P�L�W�W�H�G���G�X�U�L�Q�J���W�K�H���,�Q�L�W�L�D�O���2�I�I�H�U���3�H�U�L�R�G�� 

�8�S�R�Q�� �U�H�F�H�L�S�W�� �R�I�� �D�� �&�U�H�D�W�L�R�Q���$�S�S�O�L�F�D�W�L�R�Q�� �I�U�R�P�� �D�� �3�D�U�W�L�F�L�S�D�W�L�Q�J�� �'�H�D�O�H�U�� ���D�F�W�L�Q�J�� �I�R�U�� �L�W�V�H�O�I�� �R�U�� �L�W�V�� �F�O�L�H�Q�W�V����
�G�X�U�L�Q�J���W�K�H���,�Q�L�W�L�D�O���2�I�I�H�U���3�H�U�L�R�G�����W�K�H���0�D�Q�D�J�H�U���V�K�D�O�O���S�U�R�F�X�U�H���W�K�H���F�U�H�D�W�L�R�Q���R�I���8�Q�L�W�V���I�R�U���V�H�W�W�O�H�P�H�Q�W���R�Q���W�K�H��
�,�Q�L�W�L�D�O���,�V�V�X�H���'�D�W�H�� 

�3�D�U�W�L�F�L�S�D�W�L�Q�J�� �'�H�D�O�H�U�V�� �P�D�\�� �K�D�Y�H�� �W�K�H�L�U�� �R�Z�Q�� �D�S�S�O�L�F�D�W�L�R�Q�� �S�U�R�F�H�G�X�U�H�V�� �I�R�U�� �W�K�H�L�U�� �U�H�V�S�H�F�W�L�Y�H�� �F�O�L�H�Q�W�V�� �D�Q�G��
�P�D�\�� �V�H�W�� �D�S�S�O�L�F�D�W�L�R�Q�� �D�Q�G�� �S�D�\�P�H�Q�W�� �F�X�W���R�I�I�� �W�L�P�H�V�� �I�R�U�� �W�K�H�L�U�� �U�H�V�S�H�F�W�L�Y�H�� �F�O�L�H�Q�W�V�� �Z�K�L�F�K�� �D�U�H�� �H�D�U�O�L�H�U�� �W�K�D�Q��
�W�K�R�V�H�� �V�H�W�� �R�X�W�� �L�Q�� �W�K�L�V�� �3�U�R�V�S�H�F�W�X�V���� �,�Q�Y�H�V�W�R�U�V�� �D�U�H�� �W�K�H�U�H�I�R�U�H�� �D�G�Y�L�V�H�G�� �W�R�� �F�R�Q�V�X�O�W�� �Z�L�W�K�� �W�K�H�� �U�H�O�H�Y�D�Q�W��
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�W�K�H�L�U���E�H�K�D�O�I�� 

�$�I�W�H�U���/�L�V�W�L�Q�J 

�³�$�I�W�H�U���/�L�V�W�L�Q�J�´���F�R�P�P�H�Q�F�H�V���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H���D�Q�G���F�R�Q�W�L�Q�X�H�V���X�Q�W�L�O���W�K�H���7�U�X�V�W���L�V���W�H�U�P�L�Q�D�W�H�G�� 

�'�H�D�O�L�Q�J�V���L�Q���W�K�H���8�Q�L�W�V���R�Q���W�K�H���6�(�+�.���F�R�P�P�H�Q�F�H�G���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H�� 

�$�O�O���L�Q�Y�H�V�W�R�U�V���P�D�\���E�X�\���D�Q�G���V�H�O�O���8�Q�L�W�V���L�Q���W�K�H���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���R�Q���W�K�H���6�(�+�.���D�Q�G���3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V��
���I�R�U���W�K�H�P�V�H�O�Y�H�V���R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����P�D�\���D�S�S�O�\���I�R�U���F�U�H�D�W�L�R�Q���D�Q�G���U�H�G�H�P�S�W�L�R�Q���R�I���8�Q�L�W�V���L�Q���W�K�H���S�U�L�P�D�U�\��
�P�D�U�N�H�W���L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H�����I�U�R�P�������������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����W�R�������������S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q��
�H�D�F�K���'�H�D�O�L�Q�J���'�D�\���� 

�7�K�H�� �I�R�O�O�R�Z�L�Q�J�� �W�D�E�O�H�� �V�X�P�P�D�U�L�V�H�V�� �D�O�O�� �N�H�\�� �H�Y�H�Q�W�V�� �D�Q�G�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �H�[�S�H�F�W�H�G�� �W�L�P�H�W�D�E�O�H�� ���D�O�O��
�U�H�I�H�U�H�Q�F�H�V���W�R���W�L�P�H�V���D�U�H���W�R���+�R�Q�J���.�R�Q�J���W�L�P�H������ 
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�F�U�H�D�W�L�R�Q���I�R�U���W�K�H�P�V�H�O�Y�H�V���R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V��
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�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q������ ���0�D�U�F�K��
�������� ���E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\���W�K�H��
�0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������D���P�������+�R�Q�J��
�.�R�Q�J���W�L�P�H�����R�Q���������$�S�U�L�O���������� 
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Exchange Listing and T rading ( Secondary M arket)  

Application has been made to the Listing Committee of the SEHK for the listing of, and permission 
to deal in the Units traded in USD and HKD. 

Units are neither listed nor dealt on any other stock exchange and no application for such listing or 
permission to deal is being sought as at the date of this Prospectus. Application may be made in 
the future for a listing of Units on one or more other stock exchanges. Investors�¶ attention is drawn 
�W�R�� �W�K�H�� �V�H�F�W�L�R�Q�� �H�Q�W�L�W�O�H�G�� �³�(�[�F�K�D�Q�J�H�� �/�L�V�W�L�Q�J�� �D�Q�G�� �7�U�D�G�L�Q�J�� ���6�H�F�R�Q�G�D�U�\�� �0�D�U�N�H�W���´�� �L�Q�� �3�D�U�W�� ���� �R�I�� �W�K�L�V 
Prospectus for further information. 

Dealings on the SEHK in Units traded in USD and HKD are expected to begin on 24 March 2025.  



   
 

Participating Dealers should note that they will not be able to sell or otherwise deal in the Units on 
the SEHK until dealings begin on the SEHK. 

Dual  Counter Trading  

The Manager has arranged for Units to be available for trading on the secondary market on the 
SEHK under a Dual Counter arrangement. Units are denominated in USD. Despite the Dual 
Counter arrangement, the creation of new Units and redemption of Units in the primary market are 
settled in USD only. The Product offers 2 trading counters on the SEHK (i.e. HKD counter and USD 
counter) to investors for secondary trading purposes. Units traded in HKD counter will be settled in 
HKD and Units traded in USD counter will be settled in USD. Apart from settlement in different 
currencies, the trading prices of Units in the 2 counters may be different. 

Units traded on both counters are of the same class and share the same ISIN, and all Unitholders 
of both counters are treated equally. The 2 counters will have different stock codes and different 
stock short names as follows: 

 �8�6�'���&�R�X�Q�W�H�U �+�.�'���&�R�X�Q�W�H�U 

�6�W�R�F�N���&�R�G�H ��������  ��������  

�6�K�R�U�W���6�W�R�F�N���1�D�P�H �; �,���&�6�2�3�1�9�'�$���8 �; �,���&�6�2�3�1�9�'�$ 

�,�6�,�1���Q�X�P�E�H�U �+�.��������������������  

 

�1�R�U�P�D�O�O�\���� �L�Q�Y�H�V�W�R�U�V�� �F�D�Q�� �E�X�\�� �D�Q�G�� �V�H�O�O�� �8�Q�L�W�V�� �W�U�D�G�H�G�� �L�Q�� �W�K�H�� �V�D�P�H�� �F�R�X�Q�W�H�U�� �R�U�� �D�O�W�H�U�Q�D�W�L�Y�H�O�\���E�X�\�� �L�Q�� ����
�F�R�X�Q�W�H�U�� �D�Q�G�� �V�H�O�O�� �L�Q�� �W�K�H�� �R�W�K�H�U�� �F�R�X�Q�W�H�U�� �S�U�R�Y�L�G�H�G�� �W�K�H�L�U�� �E�U�R�N�H�U�V�� �S�U�R�Y�L�G�H�� �E�R�W�K���8�6�'���D�Q�G���+�.�'�� trading 
services at the same time. Inter-counter buy and sell is permissible even if the trades take place 
within the same trading day. However, investors should note that the trading price of Units traded 
in the �8�6�' counter and that of HKD counter may be different and may not always maintain a close 
relationship depending on factors such as market demand and supply and liquidity in each counter. 

More information with regard to the Dual Counter is available in the frequently asked questions in 
�U�H�V�S�H�F�W�� �R�I�� �W�K�H�� �'�X�D�O�� �&�R�X�Q�W�H�U�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H��
http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products�� 

Investors should consult their brokers if they have any questions concerning fees, timing, 
procedures and the operation of the Dual Counter, including inter-counter trading���� �,�Q�Y�H�V�W�R�U�V�¶��
�D�W�W�H�Q�W�L�R�Q���L�V���D�O�V�R���G�U�D�Z�Q���W�R���W�K�H���U�L�V�N���I�D�F�W�R�U���E�H�O�R�Z���H�Q�W�L�W�O�H�G���³�'�X�D�O���&�R�X�Q�W�H�U��Trading �5�L�V�N�V�´�� 

Distribution P olicy  

The Manager intends to distribute income to Unitholders annually (in December) having regard to 
the Product�¶�V���Q�H�W���L�Q�F�R�P�H���D�I�W�H�U���I�H�H�V���D�Q�G���F�R�V�W�V��  

The Manager will also have the discretion to determine if and to what extent distributions (whether 
directly or effectively) will be paid out of capital of the Product. 

The Manager may, at its discretion, pay distributions out of capital. The Manager may also, at its 
discretion, pay distributions out of gross income while all or part of the fees and expenses of the 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of capital.  Investors should note that payments of distributions out of capital 
or effe�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �F�D�S�L�W�D�O�� �D�P�R�X�Q�W�V�� �W�R�� �D�� �U�H�W�X�U�Q�� �R�U�� �Z�L�W�K�G�U�D�Z�D�O�� �R�I�� �S�D�U�W�� �R�I�� �D�Q�� �L�Q�Y�H�V�W�R�U�¶�V�� �R�U�L�J�L�Q�D�O��
investment or from any capital gains attributable to that original investment. Any distributions 
involving payment out of or effectively out of the Product�¶�V�� �F�D�S�L�W�D�O�� �P�D�\�� �U�H�V�X�O�W�� �L�Q�� �D�Q�� �L�P�P�H�G�L�D�W�H��

http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products


   
 

reduction in the Net Asset Value per Unit and will reduce any capital appreciation for the Unitholders. 
There is no guarantee of any regular distribution. 

The composition of the distributions (i.e. the relative amounts paid out of net distributable income 
and capital) for the last 12 months are available by the Manager on request and also on the 
�0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H https://www.csopasset.com/en/products/hk-nvda-2i  (which has not been 
reviewed by the SFC).  

The distribution policy may be amended subject to the SFC�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O���D�Q�G���X�S�R�Q���J�L�Y�L�Q�J���Q�R�W��
�O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V���� 

Distributions (if declared) will be declared in the base currency of the Product (i.e. USD). The 
Manager will make an announcement prior to any distribution in respect of the relevant distribution 
amount in USD only. The details of the distribution declaration dates, distribution amounts and ex-
�G�L�Y�L�G�H�Q�G�� �S�D�\�P�H�Q�W�� �G�D�W�H�V�� �Z�L�O�O�� �E�H�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H��
https://www.csopasset.com/en/products/hk-nvda-2i  (which has not been reviewed by the SFC) 
and on HKEX�¶�V�� �Z�H�E�V�L�W�H 
http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx (which 
has not been reviewed by the SFC).  

There can be no assurance that distributions will be paid.  

Each Unitholder will receive distributions in USD. Unitholders are advised to check with their 
brokers/intermediaries on the arrangements concerning distributions.  

Distribution payment rates in respect of Units will depend on factors beyond the control of the 
Manager or Trustee including, general economic conditions, and the financial position and dividend 
or distribution policies of the relevant underlying entities.  There can be no assurance that such 
entities will declare or pay dividends or distributions. 

Fees and Expenses  

Management Fee   

The Product pays a Management Fee as a single flat fee, currently at ������% per year of the Net 
Asset Value of the Product.  Please refer to the section �³�)�H�H�V���D�Q�G���(�[�S�H�Q�V�H�V�´ as to the fees and 
charges included in the Management Fee.  The Management Fee is calculated as at each Dealing 
Day and payable monthly in USD in arrears out of the Trust Fund. 

The Management Fee may be increased up to ��% per year of the Net Asset Value of the Product, 
�R�Q���R�Q�H���P�R�Q�W�K�¶�V���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�����R�U���V�X�F�K���V�K�R�U�W�H�U period as approved by the SFC). In the event 
that such fee is to be increased beyond this rate (which is the maximum rate set out in the Trust 
Deed)�����V�X�F�K���L�Q�F�U�H�D�V�H���Z�L�O�O���E�H���V�X�E�M�H�F�W���W�R���W�K�H���8�Q�L�W�K�R�O�G�H�U�V�¶���D�Q�G���W�K�H���6�)�&�¶�V���D�S�S�U�R�Y�D�O�� 

The Trustee fee is inclusive in the Management Fee. 

Swap fees  

�'�H�W�D�L�O�V���R�I���W�K�H���V�Z�D�S���I�H�H�V���D�Q�G���L�Q�G�L�U�H�F�W���F�R�V�W�V���D�U�H���V�H�W���R�X�W���L�Q���W�K�H���V�H�F�W�L�R�Q���³�6�Z�D�S���I�H�H�V�´���L�Q���W�K�L�V���$�S�S�H�Q�G�L�[. 

Risk Factors Specific to the Product  

In addition to the risk factors presented in Part 1 of this Prospectus, the risk factors set forth below 
are also specific risks, in the opinion of the Manager, considered to be relevant and presently 
applicable specifically to the Product. 

https://urldefense.com/v3/__https:/www.csopasset.com/en/products/hk-nvda-2i__;!!CqcxuPVp!MOKVhOyu__A8TjxrGhV-06xIn9jM5gXFanFQDIevlH7F2IX8W8o8OUhWTmvwaAy0ngmXk1s_qJOCOeSob3OA$
https://urldefense.com/v3/__https:/www.csopasset.com/en/products/hk-nvda-2i__;!!CqcxuPVp!MOKVhOyu__A8TjxrGhV-06xIn9jM5gXFanFQDIevlH7F2IX8W8o8OUhWTmvwaAy0ngmXk1s_qJOCOeSob3OA$


   
 

Single Stock Concentration Risk  

The Product is subject to concentration risk as a result of tracking the inverse performance of the 
single Underlying Stock. The value of the Product may be more volatile than that of a fund having 
a more diverse portfolio of investments due to the non-diversified nature of investing in the single 
Underlying Stock. The value of the Product may be more susceptible to adverse conditions in 
respect of such particular Underlying Stock. 

Extreme Price Volatility Risk  

Prices of the Product may be more volatile than conventional ETFs because of the use of leverage 
and the daily rebalancing activities and the leverage effect. Furthermore, the Product is 
concentrated in a single Underlying Stock. Given its non-diversified and inverse nature, the Product 
is subject to extreme price volatility and may become non-viable within a short period. You may 
lose a significant portion or all of your investment within one day. 

Under exceptional circumstances where the Product becomes non-viable, the Manager may use 
its discretion to deviate from the investment strategy or take defensive measures, which may 
include liquidating swap positions and suspending trading of the Product, in order to safeguard the 
interests of the product and its unitholders to prevent potential negative fund value and protect the 
interests of the investors. Such circumstances may arise if there are extreme intra-day price 
movements and the Manager will issue a notice to inform investors. Please note that the Manager 
may re-enter the swap contracts at the market closes on the same day depending on market 
condition.  

Risks associated with the Underlying Stock �± NVIDIA Corp  

The following factors may contribute to the price volatility of the Underlying Stock which may in turn 
impact the daily Net Asset Value of the Product. 

Risks specific to the Underlying Stock  

NVIDIA Corp is subject to the risk of market movements due to the evolving needs of its large 
markets �± gaming, data center, professional visualization and automotive �± and identifying new 
products, services and technologies; competition; changes in customer demand; supply chain 
issues; manufacturing issues; potential significant mismatches between supply and demand giving 
rise to product shortages or excessive inventory; the dependence on third-parties and their 
technology to manufacture, assemble, test, or package its products which reduces control over 
product quantity and quality, manufacturing yields, development, enhancement and product 
delivery schedules; significant product defects; international sales and operations, including 
adverse economic conditions; impacts from climate change, including water and energy availability; 
inability to realize the potential benefits from business investments and acquisitions; concentration 
of revenue from a limited number of partners, distributors and customers; the ability to attract, retain 
and motivate executives and key employees; system security and data protection breaches, 
including cyberattacks; business disruptions; the proper function of its business processes and 
information systems; fluctuations in operating results; increased scrutiny from shareholders and 
regulators regarding its environmental, social and governance responsibilities could result in 
increased operating expenses or adversely impact its reputation or ability to attract customers or 
suppliers; ever changing and increasingly stringent data privacy and security laws and regulations. 
Furthermore, given its pivotal in the development of artificial intelligence (AI), NVIDIA Corp is also 
subject to risks concerning responsible use of AI; as well as increasing regulatory scrutiny and legal 
issues regarding AI. In light of NVIDI�$���&�R�U�S�¶�V���F�R�U�U�H�O�D�W�L�R�Q���W�R���Q�R�Y�H�O���V�H�F�W�R�U�V���V�X�F�K���D�V���$�,�����L�W���L�V���V�X�E�M�H�F�W��
to extreme market volatility. 

Large/mega-capitalisation company risk  

NVIDIA Corp is a large/mega-capitalisation company that is relatively mature compared to smaller 
companies and therefore subject to slower growth during times of economic expansion. It may 
struggle with flexibility to respond quickly to disruptions and changes in trends. The high valuation 
of large/mega-capitalisation companies can make NVIDIA Corp more susceptible to market 



   
 

corrections, downturns and changes in interest rates. Moreover, large/mega-capitalisation 
companies typically have high price-to-earnings ratio than smaller capitalisation companies which 
can lead to overvaluation and may indicate there is less room for gains and even potential 
downward price adjustment. Stock prices of these companies may exhibit greater volatility due to 
these factors. These companies usually exert market dominance and therefore frequently face 
regulatory pressures, in particular antitrust scrutiny. This leads to legal challenges and increased 
costs which may in turn affect profitability. 

Semi-conductor company risk  

�7�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����D�Q�G���F�R�Q�V�H�T�X�H�Q�W�O�\���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����L�V���V�X�E�M�H�F�W��
to the risks of the semiconductor sector. The risks of investments in the semiconductor sector 
industry include: intense competition, both domestically and internationally, including competition 
from subsidized foreign competitors with lower production costs; risks of rapid obsolescence of 
products; economic performance of the customers of semiconductor companies; and rapidly 
changing product and market demands. The semiconductor industry may also be affected by risks 
that affect the broader technology sector, including: government regulation; dramatic and often 
unpredictable changes in growth rates and competition for qualified personnel; heavy dependence 
on patent and intellectual property rights, the loss or impairment of which may adversely affect 
profitability; and a small number of companies representing a large portion of the technology sector 
as a whole. The stock prices of semiconductor companies have been and likely will continue to be 
extremely volatile. 

Artificial intelligence (AI) and big data company risk  

Companies engaged in AI and big data typically face intense competition and potentially rapid 
product obsolescence. These companies are also heavily dependent on intellectual property rights. 
AI and big data companies typically engage in significant amounts of spending on research and 
development, as well as mergers and acquisitions. AI and big data companies are potential targets 
for cyberattacks, which can have a materially adverse impact on the performance of these 
companies. In addition, AI technology could face increasing regulatory scrutiny in the future, which 
may limit the development of this technology and impede the growth of companies that develop 
and/or utilize this technology. Similarly, the collection of data from consumers and other sources 
could face increased scrutiny as regulators consider how the data is collected, stored, safeguarded 
and used. AI and big data companies may face regulatory fines and penalties, including potential 
forced break-ups, that could hinder the ability of the companies to operate on an ongoing basis. 
The customers and/or suppliers of AI and big data companies may be concentrated in a particular 
country, region or industry. Any adverse event affecting one of these countries, regions or industries 
could have a negative impact on AI and big data companies. Country, government, and/or region-
specific regulations or restrictions could have an impact on AI and big data companies. 

Technology theme risk  

NVIDIA Corp is in the technology sector and is characterised by relatively higher volatility in price 
performance when compared to other economic sectors. NVIDIA Corp also face intense 
competition and there may also be substantial government intervention, which may have an effect 
on profit margins. The price volatility of the Underlying Stock may be greater than the price volatility 
of other companies. Rapid changes could render obsolete the products and services offered by 
companies in the technology sector. Rapid changes to the products and services offering may 
further contribute to the price volatility of NVIDIA Corp. NVIDIA Corp is also subject to cyber security 
risks and potential legal, financial, operational and reputational consequences. 

Leverage Risk  

The Product will utilise leverage to achieve a Daily return equivalent to minus two times (-2x) the 
return of the Underlying Stock. Both gains and losses will be magnified. The risk of loss resulting 
from an investment in the Product in certain circumstances including a bull market will be 
substantially more than a fund that does not employ leverage. For example, the price of the 
Underlying Stock could increase by more than 50% on a particular day and this may result in the 



   
 

�W�R�W�D�O���O�R�V�V���R�I���W�K�H���L�Q�Y�H�V�W�R�U�V�¶���L�Q�Y�H�V�W�P�H�Q�W���L�Q���W�K�H���3�U�R�G�X�F�W�����6�X�F�K���W�R�W�D�O���O�R�V�V���R�I���L�Q�Y�H�V�W�P�H�Q�W���F�R�X�O�G���R�F�F�X�U���L�Q���D��
relatively short period of time if there is a material market movement. 

Long T erm Holding  Risk  

The Product is not suitable for holding longer than one day  as the performance of the Product 
over a period longer than one day will very likely differ in amount and possibly direction from the 
two times inverse performance of the Underlying Stock over that same period (e.g. the loss may be 
more than 2 times the increase in the price of the Underlying Stock). This effect of compounding 
becomes more pronounced for longer holding periods and in products with larger leverage factor 
and/or inverse exposure. Investors should not expect the actual percentage return of investing in 
the Product to be equal to two times the inverse percentage change in the price of the Underlying 
Stock for periods of longer than one day. 

�7�K�H���H�I�I�H�F�W���R�I���F�R�P�S�R�X�Q�G�L�Q�J���E�H�F�R�P�H�V���P�R�U�H���S�U�R�Q�R�X�Q�F�H�G���R�Q���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���D�V���W�K�H��price 
of the Underlying Stock �H�[�S�H�U�L�H�Q�F�H�V���Y�R�O�D�W�L�O�L�W�\�����7�K�H���G�H�Y�L�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���I�U�R�P���W�K�H��
two times inverse performance of the Underlying Stock will increase, and the performance of the 
Product will generally be adversely affected with higher volatility of the price of the Underlying Stock. 
As a result of Daily rebalancing, the volatility of the price of the Underlying Stock and the effects of 
compounding o�I���H�D�F�K���G�D�\�¶�V���U�H�W�X�U�Q���R�Y�H�U���W�L�P�H�����L�W���L�V���H�Y�H�Q���S�R�V�V�L�E�O�H���W�K�D�W���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���O�R�V�H���P�R�Q�H�\��
over time while the Underlying Stock�¶�V��performance falls or is flat.  Investors in the Product should 
actively manage and monitor their investments, as frequently as daily. 

Inverse Product vs. S hort Selling Risk  

Investing in the Product is different from taking a short position. Because of rebalancing the return 
profile of the Product is not the same as that of a short position. In a volatile market with frequent 
directional swings, the performance of the Product may deviate from a short position. 

Unconventional Return Pattern Risk  
 
Risk investment outcome of the Product is the opposite of conventional investment funds, and any 
gains and losses will be magnified by approximately two times. If the price of the Underlying Stock 
increases for extended periods, the Product will likely to lose most or all of its value.  

Risk of Rebalancing Activities  

There is no assurance that the Product can rebalance their portfolio on a Daily basis to achieve 
their investment objectives. Market disruption, regulatory restrictions, counterparty capacity limits 
�R�U���H�[�W�U�H�P�H���P�D�U�N�H�W���Y�R�O�D�W�L�O�L�W�\���P�D�\���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���U�H�E�D�O�D�Q�F�H���L�W�V���S�R�U�W�I�R�O�L�R�� 

Liquidity Risk  

The rebalancing activities of the Product typically take place near the end of trading of the 
underlying market to minimise tracking difference. As a result, the Product may be more exposed 
to the market conditions during a shorter interval and may be more subject to liquidity risk and the 
Swap Counterparty's capacity to execute may also be subject to liquidity risk. 

Intraday Investment Risk  
 
The Product is normally rebalanced at the end of �W�U�D�G�L�Q�J���R�I���W�K�H���X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W���R�Q���D���%�X�V�L�Q�H�V�V��
�'�D�\.  As such, return for investors that invest for period less than a full Trading Day will generally 
be greater than or less than the two times inverse (-2x) investment exposure to the Underlying 
Stock, depending upon the movement of the price of the Underlying Stock from the end of one 
Trading Day until the time of purchase. 
 
Portfolio Turnover R isk  
 
�'�D�L�O�\�� �U�H�E�D�O�D�Q�F�L�Q�J�� �R�I�� �3�U�R�G�X�F�W�¶�V�� �K�R�O�G�L�Q�J�V�� �F�D�X�V�H�V�� �D�� �K�L�J�K�H�U�� �O�H�Y�H�O�� �R�I�� �S�R�U�W�I�R�O�L�R�� �W�U�D�Q�V�D�F�W�L�R�Q�V�� �W�K�D�Q��
compared to the conventional exchange traded funds. High levels of transactions increase 



   
 

brokerage and other transaction costs. 

Risks Associated with I nvesting in Swaps  

Limited Availability of Swaps Risk 

 
�7�K�H���0�D�Q�D�J�H�U�¶�V���D�E�L�O�L�W�\���W�R���P�D�Q�D�J�H���W�K�H��Product in accordance with its stated investment objective will 
depend upon the willingness and ability of potential Swap Counterparties to engage in Swaps with 
the Product linked to the performance of the Underlying Stock. A �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �D�E�L�O�L�W�\�� �W�R��
continue to enter into Swaps or other derivative transactions with the Product may be reduced or 
eliminated, which could have a material adverse effect on the Product. Furthermore, Swaps are of 
limited duration and there is no guarantee that Swaps entered into with a Swap Counterparty will 
continue indefinitely. Accordingly, the duration of a Swap depends on, among other factors, the 
ability of the Product to renew the expiration period of the relevant Swap at agreed upon terms. If 
the Product is unable to obtain sufficient exposure to �W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���L�Q�Y�H�U�V�H���S�H�U�I�R�U�P�D�Q�F�H��of 
the Underlying Stock because of the limited availability of Swaps linked to t�K�H�� �S�H�U�I�R�U�P�D�Q�F�H���� �W�K�H��
�L�Q�Y�H�U�V�H�� �S�H�U�I�R�U�P�D�Q�F�H��of the Underlying Stock, the Product could, among other alternatives, as a 
defensive measure, suspend creations until the Manager determines that the requisite swap 
exposure is obtainable. During the period that creations are suspended, the Product could trade at 
a significant premium or discount to the Net Asset Value and could experience substantial 
redemptions. To the extent that such events result in a termination event under the �3�U�R�G�X�F�W�¶�V Swaps, 
the risks related to the limited availability of Swaps would be compounded and the Product may be 
adversely affected. 
 
Counterparty Risk  
 
Because a Swap is an obligation of the Swap Counterparty rather than a direct investment in the 
Underlying Stock, the Product may suffer losses potentially equal to, or greater than, the full value 
of the Swap if the Swap Counterparty fails to perform its obligations under the Swap as a result of 
bankruptcy or otherwise. Any loss would result in a reduction in the Net Asset Value of the Product 
and will likely impair the Product�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W objective. The counterparty risk 
associated with the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�V���H�[�S�H�F�W�H�G to be greater than that may be encountered 
by most other funds because the Product expects to use Swaps as the principal means to gain 
exposure to the Underlying Stock. Despite the counterparty risk management measures in place, 
the management of the Product�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R each Swap Counterparty to zero is subject to 
settlement risks arising from settlement failures and market risks (including price movements prior 
to the required cash payment by the Swap Counterparty to the Product). The Product�¶�V�� �Q�H�W��
exposure to each Swap Counterparty may exceed zero if any such risks eventuate. The extent of 
the Product�¶�V potential loss arising in this regard is likely to be the amount of the Product�¶�V�� �Q�H�W 
counterparty exposure. 
�7�K�H���0�D�Q�D�J�H�U���Z�L�O�O���P�D�Q�D�J�H���W�K�H���3�U�R�G�X�F�W���W�R���H�Q�V�X�U�H���W�K�D�W���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W��
�D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���D�Q�G���E�H���P�D�L�Q�W�D�L�Q�H�G�����P�D�U�N�H�G��
�W�R���P�D�U�N�H�W���R�Q���D���G�D�L�O�\���E�D�V�L�V�����Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H���L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�H�[�S�R�V�X�U�H���D�W���W�K�H���H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\�����,�I���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H��
�3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I���D�Q�\���W�U�D�G�L�Q�J���G�D�\���7�����E�\���W�K�H���H�Q�G���R�I���W�K�D�W��
�W�U�D�G�L�Q�J���G�D�\���7���� �W�K�H���0�D�Q�D�J�H�U���Z�L�O�O���J�H�Q�H�U�D�O�O�\�� �U�H�T�X�L�U�H���W�K�D�W���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���G�H�O�L�Y�H�U���D�G�G�L�W�L�R�Q�D�O��
�F�R�O�O�D�W�H�U�D�O���D�V�V�H�W�V���W�R���P�D�N�H���X�S���I�R�U���W�K�H���G�L�I�I�H�U�H�Q�F�H���L�Q���Y�D�O�X�H�����Z�L�W�K���W�K�H���V�H�W�W�O�H�P�H�Q�W���R�I���V�X�F�K���G�H�O�L�Y�H�U�\���H�[�S�H�F�W�H�G��
�W�R�� �R�F�F�X�U�� �R�Q���R�U�� �E�H�I�R�U�H���W�U�D�G�L�Q�J�� �G�D�\�� �7�������� �'�H�V�S�L�W�H�� �W�K�H�� �F�R�X�Q�W�H�U�S�D�U�W�\�� �U�L�V�N�� �P�D�Q�D�J�H�P�H�Q�W�� �P�H�D�V�X�U�H�V�� �L�Q��
�S�O�D�F�H�����W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���]�H�U�R���L�V���V�X�E�M�H�F�W��
�W�R�� �V�H�W�W�O�H�P�H�Q�W�� �U�L�V�N�V�� �D�U�L�V�L�Q�J�� �I�U�R�P�� �V�H�W�W�O�H�P�H�Q�W�� �I�D�L�O�X�U�H�V�� �D�Q�G�� �P�D�U�N�H�W�� �U�L�V�N�V�� ���L�Q�F�O�X�G�L�Q�J�� �S�U�L�F�H�� �P�R�Y�H�P�H�Q�W�V��
�S�U�L�R�U���W�R���W�K�H���U�H�T�X�L�U�H�G���F�D�V�K���S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W�������$�Q�\���G�H�O�D�\���L�Q���W�K�H���F�D�V�K��
�S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W���S�U�L�R�U���W�R���W�K�H���H�Q�G���R�I���W�K�H���U�H�O�H�Y�D�Q�W���W�U�D�G�L�Q�J���G�D�\���7������
�P�D�\���F�D�X�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���E�H���O�D�U�J�H�U���W�K�D�Q���]�H�U�R���I�U�R�P���W�L�P�H���W�R���W�L�P�H����
�7�K�L�V���P�D�\���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V���I�R�U���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���H�Y�H�Q�W���R�I���W�K�H���L�Q�V�R�O�Y�H�Q�F�\���R�U���G�H�I�D�X�O�W���R�I���W�K�D�W��
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 
 
�(�D�U�O�\���7�H�U�P�L�Q�D�W�L�R�Q���R�I���6�Z�D�S�V���5�L�V�N 
 



   
 

In some circumstances, a Swap Counterparty can terminate the swap agreements early which may 
�D�G�Y�H�U�V�H�O�\���L�P�S�D�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�D�Q���D�O�V�R���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V��
�D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���D�Q�G���P�D�\���V�X�E�M�H�F�W���W�K�H���3�U�R�G�X�F�W���W�R���V�X�E�V�W�D�Q�W�L�D�O���O�R�V�V����Also, the 
Product may face an increase in the cost to enter into a similar swap agreement with additional 
Swap Counterparties.   
 
�+�L�J�K���6�Z�D�S���)�H�H�V���5�L�V�N 
 
The Product will bear the swap fees, which are subject to the discussion and consensus between 
the Manager and the Swap Counterparty based on the actual market circumstances on a case-by-
case basis. The current swap fees are a best estimate only and may deviate from the actual market 
conditions. The swap fees of the Product may be higher than that of other leveraged �D�Q�G���L�Q�Y�H�U�V�H��
products tracking broad-based indices or commodities indices due to market condition, market 
sentiment on the Underlying Stock and changes in interest rates. This may have an adverse impact 
on the NAV and performance of the Product, and hence may result in higher tracking difference. In 
extreme market conditions and exceptional circumstances, the brokerage commission and the 
�6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �P�D�\�� �L�Q�F�U�H�D�V�H�� �V�L�J�Q�L�I�L�F�D�Q�W�O�\�� �D�Q�G�� �L�Q��
return increase the swap fees.      
 
Capacity Limit Risk 
 
The Swap Counterparties may also be subject to a capacity limit representing the commitment of 
the Swap Counterparty to conduct the Swap transactions to provide the required exposure to the 
Underlying Stock �I�R�U���W�K�H���3�U�R�G�X�F�W�����$�F�F�R�U�G�L�Q�J�O�\�����W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���W�K�H��Underlying Stock may 
be affected. Whilst the Manager does not anticipate that this will have any immediate effect on the 
Product, if any Swap Counterparty reaches its capacity limit or if the Net Asset Value of the Product 
grows significantly this may prevent creations of Units due to the inability of the Product to conduct 
Swap transactions. This may cause a divergence between the trading price of a Unit on the SEHK 
and the Net Asset Value per Unit. The investment exposure could also deviate from the target 
exposure which adds tracking error to the Product. 
 
Liquidity Risk 
 
Swaps may be subject to liquidity risk, which exists when a particular Swap is difficult to purchase 
or sell. If a Swap transaction is particularly large or if the relevant market is illiquid, it may not be 
possible to initiate a transaction or liquidate a position at an advantageous time or price, which may 
result in significant losses to the Product. In addition, a Swap may be subject to the Product�¶�V��
limitation on investments in illiquid Securities. Swaps may be subject to pricing risk, which exists 
when a particular Swap becomes extraordinarily expensive (or inexpensive) relative to historical 
prices or the prices of corresponding cash market instruments. The swaps market is largely 
unregulated. It is possible that developments in the swaps market, including potential government 
regulation, could adversely affect the Product�¶�V�� �D�E�L�O�L�W�\�� �W�R�� �W�H�U�P�L�Q�D�W�H�� �H�[�L�V�W�L�Q�J��Swaps or to realise 
amounts to be received under such agreements. There is also no active market in derivative 
instruments and therefore investment in derivative instruments can be illiquid. In order to meet 
requests, the relevant Product relies upon the issuer of the derivative instruments to quote a market 
to unwind any part of the derivative instruments that will reflect the market liquidity conditions and 
the size of the transaction. 
 
Valuation Risk 
 
The Product�¶�V���D�V�V�H�W�V�����L�Q���S�D�U�W�L�F�X�O�D�U��Swaps entered into by the Product, involve derivative techniques 
that may be complex and specialised in nature. Valuations for such assets will only usually be 
available from a limited number of market professionals which frequently act as counterparties to 
the transactions to be valued. Such valuations are often subjective and there may be substantial 
differences between any available valuations. However the Manager will carry out an independent 
verification of �W�K�L�V���Y�D�O�X�D�W�L�R�Q���R�Q���D���G�D�L�O�\���E�D�V�L�V���D�V���G�H�V�F�U�L�E�H�G���X�Q�G�H�U���³�'�H�W�H�U�P�L�Q�D�W�L�R�Q���R�I���1�H�W���$�V�V�H�W �9�D�O�X�H�´��
section. 
 
 
Legal Risk 



   
 

 
The characterisation of a transaction or a party's legal capacity to enter into it could render the 
Swap unenforceable. The insolvency or bankruptcy of a counterparty may also affect the 
enforceability of contractual rights. 
 
Short Selling by Swap Counterparty Risk 
 
The Swap Counterparty to the Product may need to short sell the Underlying Stock for the purposes 
�R�I���K�H�G�J�L�Q�J�����0�D�Q�\���U�H�J�X�O�D�W�R�U�V���K�D�Y�H���E�D�Q�Q�H�G���³�Q�D�N�H�G�´���V�K�R�U�W���V�H�O�O�L�Q�J�����D���S�U�D�F�W�L�F�H���W�K�D�W���K�D�V���E�H�H�Q���S�U�R�K�L�E�L�W�H�G��
in Hong Kong since short selling was first introduced) or completely suspended short selling for 
certain stocks. Any such bans with the effect of prohibiting the short selling of the Underlying Stock 
�P�D�\���D�I�I�H�F�W���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R���K�H�G�J�H���L�W�V���S�R�V�L�W�L�R�Q���D�Q�G���P�D�\���W�U�L�J�J�H�U���D�Q���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q��
of the OTC Swap �7�U�D�Q�V�D�F�W�L�R�Q�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�R�X�O�G���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H��
its investment objective and subject the Product to substantial loss.  

Mandatory Measures imposed by Relevant Parties Risk 

�5�H�J�D�U�G�L�Q�J�� �W�K�H�� �3�U�R�G�X�F�W�¶�V��Swaps, relevant parties (such as Swap Counterparties, participating 
dealers and stock exchanges) may impose certain mandatory measures for risk management 
purpose under extreme market circumstances. These measures may include early termination of 
the Swaps, no further Swap contracts signed and having limited or no access to exposure. In 
response to such mandatory measures, the Manager may have to take corresponding actions in 
�W�K�H�� �E�H�V�W�� �L�Q�W�H�U�H�V�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �8�Q�L�W�K�R�O�G�H�U�V�� �D�Q�G�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�R�Q�V�W�L�W�X�W�L�Y�H��
�G�R�F�X�P�H�Q�W�V�����L�Q�F�O�X�G�L�Q�J���V�X�V�S�H�Q�V�L�R�Q���R�I���F�U�H�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���X�Q�L�W�V���D�Q�G���R�U���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���W�U�D�G�L�Q�J����
implementing alternative investment and/or hedging strategies and termination of the Product. 
These corresponding actions may have an adverse impact on the operation, secondary market 
trading, ability to track the price of the Underlying Stock and the Net Asset Value of the Product. 
While the Manager will endeavour to provide advance notice to investors regarding these actions 
to the extent possible, such advance notice may not be possible in some circumstances.   

Inverse  Performance of Underlying Stock  
 
Investors in the Product should note that the objective and the risks inherent in the Product are not 
typically encountered in traditional investment products �Z�K�L�F�K���W�U�D�F�N���W�K�H���³�O�R�Q�J�´���S�H�U�I�R�U�P�D�Q�F�H���U�D�W�K�H�U��
than two times inverse performance of a single stock. Should the price of the Underlying Stock 
increase, it could have a negative effect on the performance of the Product and the negative effect 
will be magnified by approximately two times. As such, Unitholders could, in certain circumstances 
including a bull market, face minimal or no returns, or may even suffer a complete loss, on such 
investments. The negative effect of compounding is more pronounced when combined with Daily 
rebalancing in volatile markets. 

The Product is designed as a trading tool for short-term market timing or hedging purposes, and is 
not intended for long term investment. It is only suitable for sophisticated trade-oriented investors 
who understand the potential consequences of seeking two times inverse (-2x) Daily results and 
the associated risks constantly monitor the performance of their holding on a daily basis.   

Path Dependency  
 
The objective of the Product is to provide investment results that, before fees and expenses, closely 
correspond to the two times inverse performance of the Underlying Stock on a Daily basis only. 
Therefore the Product should not be equated with seeking an inverse position for periods longer 
than a day. Investors in the Product should note that the point-to-point accumulated performance 
of the historical two times inverse (-2x) Daily performance of the Underlying Stock over a certain 
period may not be equal to the point-to-point two times inverse performance of the Underlying Stock 
�R�Y�H�U���W�K�H���V�D�P�H���S�H�U�L�R�G���R�I���W�L�P�H���G�X�H���W�R���W�K�H���H�I�I�H�F�W���R�I���³�S�D�W�K���G�H�S�H�Q�G�H�Q�F�\�´���D�Q�G���F�R�P�S�R�X�Q�G�L�Q�J���R�I���W�K�H��Daily 
returns of the Underlying Stock. As such, the performance of the Product is not two times inversely 
correlated to the performance of the Underlying Stock over a certain period of time. Please refer to 
�W�K�H���V�H�F�W�L�R�Q���³�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\�´���D�E�R�Y�H�� 



   
 

Investors should exercise caution when holding the Product for longer than the rebalancing interval, 
i.e. one Business Day. The performance of the Product, when held overnight, may deviate from the 
inverse performance of the Underlying Stock. 

Investment in Other Funds Risk  

As part of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\�����W�K�H���0�D�Q�D�J�H�U��may invest in other active or passive 
investment products. The Product will be exposed to the risk of investing in another management 
�F�R�P�S�D�Q�\�¶�V���I�X�Q�G�V���Z�L�W�K���D�O�O���W�K�H���U�H�O�D�W�H�G���U�L�V�N�V���Z�K�L�F�K���D�W�W�D�F�K���W�R��listed or unlisted funds generally.  In 
particular, as an investor in such funds, the Product will ultimately bear the fees and expenses of 
the underlying funds including management fees charged by the underlying management 
company. These charges will be in addition to the fees payable by the Product to the Manager. 

If the Product invests in other active or passive investment products managed by the Manager or 
Connected Person of the Manager, all initial charges and redemption charges on these listed or 
unlisted funds must be waived, and the Manager must not obtain rebate of any fees or charges 
levied by these funds or any quantifiable monetary benefits in connection with investments in these 
funds. In addition, where an underlying fund is managed by the Manager, all management and 
performance fees charged by the underlying fund will be waived for the Product. In case any 
conflicts of interest may still arise out of such investments, the Manager will use its best endeavours 
to resolve it fairly. 

Short -term Fixed Income Securities (including money market instruments) Risks  
 
Short-term fixed income securities risk  
 
The Product may invest in fixed income securities which are short-term or with short-term remaining 
maturities. It means the turnover rates of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���P�D�\���E�H���U�H�O�D�W�L�Y�H�O�\���K�L�J�K���D�Q�G���W�K�H��
transaction costs incurred as a result of the purchase or sale of such securities may increase which 
in turn may have a negative impact on the net asset value of the Product. 
 
Credit risk  
 
The Product is exposed to the credit/insolvency risk of issuers/guarantors of the fixed income and 
debt securities in which the Product may invest.  
 
Interest rate risk  
 
The Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�Q���I�L�[�H�G���L�Q�F�R�P�H���V�H�F�X�U�L�W�L�H�V���D�U�H���V�X�E�M�H�F�W���W�R���L�Q�W�H�U�H�V�W���U�D�W�H���U�L�V�N�����*�H�Q�H�U�D�O�O�\�����W�K�H��
prices of fixed income and debt securities rise when interest rates fall, whilst their prices fall when 
interest rates rise.  
 
Credit rating risk  
 
Credit ratings assigned by rating agencies are subject to limitations and do not guarantee the 
creditworthiness of the fixed income securities and/or the issuers/guarantors at all times. 
 
Credit rating downgrading risk  
 
In the event of a credit rating downgrading of the fixed income securities (or the issuers thereof) 
held by the Product, the Product�¶�V�� �Y�D�O�X�H�� �P�D�\�� �E�H�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�H�G and investors may suffer a 
substantial loss as a result. The Manager may or may not be able to dispose of the fixed income 
instruments that are being downgraded. 
 
Sovereign debt risks  
 
Investment in sovereign debt obligations issued or guaranteed by governments may be exposed to 
political, social and economic risks. In adverse situations, the sovereign issuers/guarantors may 



   
 

not be able or willing to repay the principal and/or interest when due or may request the Product to 
participate in restructuring such debts. The Product may suffer significant losses when there is a 
default of sovereign debt issuers/guarantors.  
 
Passive Investments Risk  

�7�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���³�D�F�W�L�Y�H�O�\���P�D�Q�D�J�H�G�´���D�Q�G�����X�Q�G�H�U���Q�R�U�P�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V�����W�K�H���0�D�Q�D�J�H�U���Z�L�O�O��
not adopt any temporary defensive position when the price of the Underlying Stock moves in an 
unfavourable direction. In such circumstances, Units of the Product will also decrease in value. 
Under extreme market circumstances, the Manager will adopt temporary defensive position for 
protection of the Product.  

Trading Difference Risks  

Premiums or discounts to the Net Asset Value may arise when the Product and its Underlying Stock 
trade on exchanges that are in different time zones. As the exchange of the Underlying Stock may 
be open when the Units are not priced, the value of the Produc�W�¶�V���S�R�U�W�I�R�O�L�R���P�D�\���F�K�D�Q�J�H���R�Q���G�D�\�V��
when investors will not be able to purchase or sell Units. On the other hand, if the exchange of the 
Underlying Stock is closed while the SEHK is open, this may affect the level of premium or discount 
of the trading price of the Product to its Net Asset Value. Volatility on the SEHK, as well as supply 
and demand for Units traded on the SEHK, may lead to the Units of the relevant Product trading at 
a premium or discount to the Net Asset Value. In case the trading of the Underlying Stock is 
suspended, the Product may encounter a higher level of premium or discount of the trading price 
of the Product to its Net Asset Value. The trading price of the Units may deviate significantly from 
Net Asset Value, particularly during volatile market conditions. 

Distributions Out Of or Effectively Out Of Capital Risk    

The Manager may, at its discretion make distributions out of capital. The Manager may also, at its 
discretion, make distributions out of gross income while all or part of the fees and expenses of a 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of the capital. Payment of distributions out of capital or effectively out of capital 
amo�X�Q�W�V���W�R���D���U�H�W�X�U�Q���R�U���Z�L�W�K�G�U�D�Z�D�O���R�I�� �S�D�U�W���R�I�� �D�Q���L�Q�Y�H�V�W�R�U�¶�V���R�U�L�J�L�Q�D�O���L�Q�Y�H�V�W�P�H�Q�W���R�U���I�U�R�P���D�Q�\���F�D�S�L�W�D�O��
gains attributable to that original investment. Any distributions involving payment of distributions out 
�R�I���R�U���H�I�I�H�F�W�L�Y�H�O�\���R�X�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���F�D�S�L�W�D�O���P�D�\���U�H�V�Xlt in an immediate reduction of the Net Asset 
�9�D�O�X�H���S�H�U���8�Q�L�W�����7�K�H���0�D�Q�D�J�H�U���P�D�\���D�P�H�Q�G���L�W�V���G�L�V�W�U�L�E�X�W�L�R�Q���S�R�O�L�F�\���V�X�E�M�H�F�W���W�R���W�K�H���6�)�&�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O��
�D�Q�G���E�\���J�L�Y�L�Q�J���Q�R�W���O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�� 

Proprietary Investment / Seed Money Risk  

The assets under management at any time during the life of the Product may include proprietary 
�P�R�Q�H�\�����R�U���³�V�H�H�G���P�R�Q�H�\�´�����L�Q�Y�H�V�W�H�G���E�\���R�Q�H���R�U���P�R�U�H���L�Q�W�H�U�H�V�W�H�G���S�D�U�W�L�H�V�����V�X�F�K���D�V���S�D�U�W�L�F�L�S�D�W�L�Q�J���G�H�D�O�H�U�V����
and such investment may constitute a significant portion of such assets under management. 
Investors should be aware that such an interested party may (i) hedge any of its investments in 
whole or part, thereby reducing or removing its exposure to the performance of the Product; and (ii) 
redeem its investment in the Product at any time, without notice to Unitholders. Such an interested 
party is under no obligation to take the interests of other Unitholders into account when making its 
investment decisions. There is no assurance that any such monies will continue to be invested in 
the Product by an interested party for any particular length of time. As many of the expenses of the 
Product are fixed, a higher amount of assets under management may reduce the expenses of the 
Product per Unit and a lower amount of assets under management may increase the expenses of 
the Product per Unit. As with any other redemption representing a material portion of the Product's 
assets under management, a significant redemption of any such proprietary investment may affect 
the management and/or performance of the Product and may, in certain circumstances (i) cause 
�U�H�P�D�L�Q�L�Q�J�� �L�Q�Y�H�V�W�R�U�V�¶�� �K�R�O�G�L�Q�J�V�� �W�R�� �U�H�S�U�H�V�H�Q�W�� �D�� �K�L�J�K�H�U�� �S�H�U�F�H�Q�W�D�J�H�� �R�I�� �W�K�H�� �1�H�W�� �$�V�V�H�W�� �9�D�O�X�H�� �R�I�� �W�K�H��
Product, (ii) cause other investors in the Product to redeem their investment, and/or (iii) lead the 
Manager, with the consultation of the Trustee, to determine that the Product, has become 



   
 

unmanageable and to consider taking exceptional measures, such as terminating the Product, in 
�D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �7�U�X�V�W�� �'�H�H�G���� �L�Q�� �Z�K�L�F�K�� �F�D�V�H�� �8�Q�L�W�K�R�O�G�H�U�V�¶�� �L�Q�Y�H�V�W�P�H�Q�W�V�� �Z�R�X�O�G�� �E�H�� �U�H�G�H�H�P�H�G�� �L�Q��
their entirety. 

Dual  Counter Trading R isks  

Dual Counter risk 

Investors without USD accounts may buy and sell HKD traded Units only. Such investors will not 
be able to buy or sell USD traded Units and should note that distributions are made in USD only. 

Inter-counter trading risk 

Although an investor may buy from one counter and sell the same on the other counter in the same 
day, it is possible that some brokers/intermediaries and Participants may not be familiar with and 
may not be able to (i) buy Units in one counter and to sell Units in the other, or (ii) trade Units in the 
USD counter and the HKD counter at the same time. In such case (i) to (ii), another broker, 
intermediary or Participant may need to be used. This may inhibit or delay dealing in the USD traded 
Units and HKD traded Units and may mean investors may only be able to trade their Units in one 
currency. Investors are recommended to check the readiness of their brokers/intermediaries in 
respect of the Dual Counter trading and inter-counter trading. 

Investors should therefore consult their brokers/intermediaries on the services that the 
brokers/intermediaries may provide in this regard along with the associated risks and fees. In 
particular, some brokers/intermediaries may not have in place systems and controls to facilitate 
inter-counter trading and/or inter-counter day trades. 

Difference in trading prices risk  

There is a risk that due to different factors such as market liquidity, market supply and demand in 
the respective counters and the exchange rate among USD and HKD, the market price on the 
SEHK of Units traded in USD may deviate significantly from the market price on the SEHK of Units 
traded in HKD. The trading price of USD traded Units or HKD traded Units is determined by market 
forces and so will not be the same as the trading price of Units multiplied by the prevailing rate of 
foreign exchange. Accordingly, when selling Units traded in USD or buying Units traded in USD, an 
investor may receive less or pay more than the equivalent amount in HKD if the trade of the relevant 
Units is in HKD and vice versa. There can be no assurance that the price of Units in each counter 
will be equivalent. 

Currency exchange risk  

Investors who bought Units on the HKD counter may be subject to currency exchange risk as the 
assets of the Product are denominated in USD and the Net Asset Value of the Product will be 
calculated in USD. 

USD Distributions Risk   

Investors should note that where a Unitholder holds Units traded under the HKD counter, the 
relevant Unitholder will only receive distributions in USD and not HKD. In the event the relevant 
Unitholder has no USD account, the Unitholder may have to bear the fees and charges associated 
with the conversion of such dividend from USD into HKD or any other currency. Unitholders are 
advised to check with their brokers concerning arrangements for distributions. 

Appendix dated 10 June 2026  
 



 
 
 

APPENDIX 14: CSOP TESLA DAILY (2X) LEVERAGED PRODUCT  

 
Key Information  

Set out below is a summary of key information in respect of the CSOP Tesla Daily (2x) Leveraged 
Product ���W�K�H���³�3�U�R�G�X�F�W�´���� �Z�K�L�F�K���V�K�R�X�O�G���E�H���U�H�D�G���W�R�J�H�W�K�H�U���Z�L�W�K���W�K�H���I�X�O�O���W�H�[�W���R�I�� �W�K�L�V���$�S�S�H�Q�G�L�[�� �D�Q�G���W�K�H��
Prospectus. 

Investment Objective  

To provide investment results that, before fees and 

expenses, closely correspond to twice (2x) the Daily 

performance of the common stock of Tesla, Inc. 

(NASDAQ: TSLA). 

Underlying Stock  Tesla, Inc. (NASDAQ: TSLA) 

Initial Offer Period  

9:00 a.m. (Hong Kong time) of 19 March 2025 to 4:30 

p.m. (Hong Kong time) of 20 March 2025, or such other 

date as the Manager may determine  

Initial Issue Date  
21 March 2025, or such other date as the Manager may 

determine  

Issue Price during the Initial 

Offer Period  
USD10 

Listing Date (SEHK)  
Expected to be 24 March 2025, but may be postponed 

by the Manager to a date no later than 24 April 2025  

Exchange Listing  SEHK �± Main Board 

Stock Code  
USD Counter: 9766 

HKD Counter: 7766 

Short Stock Name  
USD Counter: XL2CSOPTSLA-U 

HKD Counter: XL2CSOPTSLA 

Trading Board Lot Size  
USD Counter: 10 Units 

HKD Counter: 10 Units 

Base Currency  USD 

Trading Currenc ies  
USD Counter: US Dollars (USD) 

HKD Counter: Hong Kong Dollars (HKD) 

Distribution Policy  
The Manager intends to distribute income to 
Unitholders annually (in December) having regard to 
the Product�¶s net income after fees and costs.  



 
 
 

Further, the Manager may, at its discretion, pay 
distributions out of capital or out of gross income while 
all or part of the fees and expenses are charged to 
capital, resulting in an increase in distributable income 
for the payment of distributions and therefore, 
distributions may be paid effectively out of capital. 
There is no guarantee of any regular distribution. 

All Units will receive distributions in the base currency 
(USD) only. 

Creation/Redemption Policy  Cash (USD) only 

Application Unit Size (only by or 

through Participating Dealers)  
Minimum 50,000 Units (or multiples thereof) 

Dealing Deadline  

5:30 p.m. (Hong Kong time) on the relevant Dealing 

Day, or such other time as the Manager (with the 

approval of the Trustee) may determine  

Management Fee  Currently 1.6% per year of the Net Asset Value  

Financial Year End  

31 December (The first financial year-end of the Product 

will be 31 December 2025. The first audited accounts 

and the first semi-annual unaudited interim reports of the 

Product will be for the period ending 31 December 2025 

and 30 June 2026 respectively.)  

Website  https://www.csopasset.com/en/products/hk-tsla-2l 

 
What is the Investment Objective?  

The investment objective of the Product is to provide investment results that, before fees and 
expenses, closely correspond to twice (2x) the Daily performance of the common stock of Tesla, 
Inc. (NASDAQ: TSLA) ���W�K�H�� �³Underlying Stock �´��.  The Product does not seek to achieve its 
stated investment objective over a period of time greater than one day . 

What is the Investment Strategy?   

The Product seeks to achieve its investment objective by using a Swap-based synthetic replication 
strategy as discussed below. 

The investment strategy of the Product is subject to the investment and borrowing restrictions set 
out in Part 1 of this Prospectus. 

�6�Z�D�S���E�D�V�H�G���V�\�Q�W�K�H�W�L�F���U�H�S�O�L�F�D�W�L�R�Q���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\ 

�6�\�Q�W�K�H�W�L�F���5�H�S�O�L�F�D�W�L�R�Q���X�V�L�Q�J���6�Z�D�S 

The Product will enter into more than one partially-funded Swaps (which are over-the counter 
financial derivative instruments entered into with more than one Swap Counterparties) whereby the 
Product will provide a portion of the net proceeds from subscription from the issue of the Units as 
�L�Q�L�W�L�D�O�� �P�D�U�J�L�Q�� ���³Initial Amount �´���� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�L�H�V�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��
appointed by the Trustee in segregated accounts and will only be transferred to the Swap 

 

https://www.csopasset.com/en/products/hk-tsla-2l


 
 
 

Counterparties when the Product defaults and in return the Swap Counterparties will provide the 
Product with an exposure to the Underlying Stock (net of transaction costs). 

Initial Amount 

No more than 60% of the Net Asset Value of the Product from time to time will be used as Initial 
Amount by way of cash and listed units of money market funds authorised by the SFC to acquire 
the Swaps. 

�8�Q�G�H�U�� �H�[�F�H�S�W�L�R�Q�D�O�� �F�L�U�F�X�P�V�W�D�Q�F�H�V�� ���H���J���� �L�Q�F�U�H�D�V�H�G��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\�� �L�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �W�X�U�E�X�O�H�Q�F�H������ �W�K�H��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �P�D�\�� �L�Q�F�U�H�D�V�H��
�V�X�E�V�W�D�Q�W�L�D�O�O�\���� �7�K�H�� �,�Q�L�W�L�D�O���$�P�R�X�Q�W�� �Z�L�O�O�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�X�V�W�R�G�L�D�Q�� �D�S�S�R�L�Q�W�H�G�� �E�\�� �W�K�H��
�7�U�X�V�W�H�H�� �Z�K�R�� �Z�L�O�O�� �K�R�O�G�� �W�K�H�� �D�P�R�X�Q�W�� �I�R�U�� �W�K�H�� �3�U�R�G�X�F�W�� �L�Q�� �G�H�V�L�J�Q�D�W�H�G�� �D�F�F�R�X�Q�W�V���� �D�Q�G�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���K�D�Y�H���D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���R�Y�H�U���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W�����D�Q�G���W�K�H���U�H�O�H�Y�D�Q�W���D�F�F�R�X�Q�W�V�����X�S�R�Q��
�V�X�F�K���W�U�D�Q�V�I�H�U�����7�K�H�U�H���L�V���Q�R���W�U�D�Q�V�I�H�U���R�I���O�H�J�D�O���W�L�W�O�H�����D�Q�G���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�P�D�L�Q�V���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�����E�X�W��
�D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���Z�L�O�O���E�H���F�U�H�D�W�H�G���W�K�H�U�H�X�S�R�Q���L�Q���I�D�Y�R�X�U���R�I���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 

Other investments 

Not less than 20% of the Net Asset Value (this percentage may be reduced proportionately under 
exceptional circumstances where there is a higher Initial Amount requirement, as described above) 
will be invested in cash (HKD or USD) and other HKD or USD denominated investment products, 
such as deposits with banks in Hong Kong and HKD or USD denominated short-term (i.e. maturity 
less than 3 years) investment-grade bonds and money market funds in accordance with the 
requirements of the Code. Yield in HKD or USD (as the case may be) from such cash and 
�L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V���Z�L�O�O���E�H���X�V�H�G���W�R���P�H�H�W���W�K�H���3�U�R�G�X�F�W�¶�V���I�H�H�V���D�Q�G���H�[�S�H�Q�V�H�V���D�Q�G���D�I�W�H�U���G�H�G�X�F�W�L�R�Q���R�I��
such fees and expenses, the remainder will be distributed by the Manager to the Unitholders in 
USD.  

No more than 10% of the Net Asset Value may be invested in the Underlying Stock of the Product.  

No more than 10% of the Net Asset Value may be invested in collective investment schemes which 
may be eligible schemes (as defined by the SFC) or authorised by the SFC in accordance with all 
the applicable requirements of the Code. For the avoidance of dou�E�W�����W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���L�Q��
the money market funds mentioned in the preceding paragraph is not subject to this limit. Any 
investment in ETFs will be considered and treated as collective investment schemes for the 
purposes of and subject to the requirements in 7.11A and 7.11B of the Code.  

For the avoidance of doubt, the Product will not invest in collective investment schemes which are 
non-eligible schemes and not authorised by the SFC. 

All investments of the Product other than Swaps will comply with 7.36 to 7.38 of the Code. The 
Manager has no current intention to enter into any securities lending, repurchase and reverse 
repurchase or similar transaction in respect of the Product.  

Collateral 

Counterparty Exposure 

Collateral arrangements will be taken in relation to these derivative transactions with a view that 
the percentage of the counterparty risk exposure (expressed as a percentage of net assets) is 
reduced to zero. 
 
To collateralise the mark-to-market exposure under the relevant Swap, additional amounts will 
be transferred as variation margin (either by the Product to the Swap Counterparty or vice versa) 
on each business day during the Swap transaction.  Such variation margin will be transferred by 
way of title transfer, or by way of a security interest with a right of use (analogous to title transfer) 
granted thereon. During this process, the Manager will manage the Product to ensure that the 
collateral held by the Pr�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\��
risk exposure and be maintained, marked-to-market on a daily basis, with a view to ensuring that 



 
 
 

there is no uncollateralised counterparty risk exposure at the end of a trading day (subject to 
intra-day price movements, market risk and settlement risk etc.). If the collateral held by the 
�3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I��
any trading day T, by the end of that trading day T, the Manager will generally require that each 
Swap Counterparty deliver additional collateral assets (i.e. variation margin) to make up for the 
difference in value, with the settlement of such delivery expected to occur on or before trading 
day T+2. 
 
Each Swap Counterparty will deliver collateral with a view to reduce the net exposure of the 
Product to each counterparty to 0% (zero per cent), although a minimum transfer amount of up 
to USD250,000 (or currency equivalent) will be applicable. 
 
Diagrammatic Illustration of Synthetic Replication Strategy 
 
Please see below a diagram illustrating the operation of the swap-based synthetic replication 
investment strategy above: 
 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 

�
���7�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���V�X�E�M�H�F�W���W�R���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W�� 

 
 
Swap Transaction 
 
Each Swap is documented by a confirmation which supplements, forms part of and is governed 
by a 2002 ISDA Master Agreement with schedule thereto (together with an ISDA Credit Support 
Annex and/or ISDA Credit Support Deed in respect thereof), in each case, entered into by the 
Trustee on behalf of the Product and the Swap Counterparty. ISDA documentation is published 
by the International Swaps and Derivatives Association, Inc. 
 
Prior to commencing any transaction with a Swap Counterparty under a Swap, the Manager has 
obtained (if such Swap Counterparty is an existing swap counterparty) or will obtain (if such Swap 
Counterparty is a new swap counterparty) legal opinions or such other confirmations or 
assurances from the Swap Counterparties reasonably acceptable to the Product, confirming that 
(a) such Swap Counterparty has the capacity and authority to enter into the relevant Swap and 
(b) the obligations expressed to be assumed by such Swap Counterparty under the relevant Swap 
constitute legal, valid, binding obligations of the Swap Counterparty enforceable against it in 
accordance with their terms. The enforceability of the termination, bilateral close-out netting and 
multibranch netting provisions in the 2002 ISDA Master Agreement in the relevant jurisdictions in 
which enforcement action may be brought is covered by standard netting opinions commissioned 

�6�Z�D�S�� 

�� 

�&�X�V�W�R�G�L�D�Q���K�R�O�G�V���W�K�H��
�F�R�O�O�D�W�H�U�D�O���R�Q���E�H�K�D�O�I���R�I��

�W�K�H���3�U�R�G�X�F�W�
 

�� 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\ �3�U�R�G�X�F�W 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���S�U�R�Y�L�G�H�V���W�R���3�U�R�G�X�F�W���D�Q���H�[�S�R�V�X�U�H��

�W�R���W�Z�L�F�H�������[�����W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J��

�6�W�R�F�N�����Q�H�W���R�I���W�U�D�Q�V�D�F�W�L�R�Q���F�R�V�W�V�� 
 

�7�K�H�� �3�U�R�G�X�F�W�� �S�U�R�Y�L�G�H�V�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�H��

�,�Q�L�W�L�D�O�� �$�P�R�X�Q�W�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��

�D�S�S�R�L�Q�W�H�G���E�\���W�K�H���7�U�X�V�W�H�H���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���D�Q�G��

�Z�L�O�O�� �R�Q�O�\�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\��

�Z�K�H�Q���W�K�H���3�U�R�G�X�F�W���G�H�I�D�X�O�W�V 

�� 
�(�D�F�K���S�D�U�W�\���S�U�R�F�X�U�H�V���F�R�O�O�D�W�H�U�D�O�����L���H�����Y�D�U�L�D�W�L�R�Q���P�D�U�J�L�Q�����W�R���E�H��

�G�H�O�L�Y�H�U�H�G���W�R���W�K�H���R�W�K�H�U���S�D�U�W�\���Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H��

�L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���P�D�U�N���W�R���P�D�U�N�H�W���U�L�V�N���H�[�S�R�V�X�U�H���D�W���W�K�H��

�H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\ 



 
 
 

�E�\���,�6�'�$�����,�Q���U�H�V�S�H�F�W���R�I���H�D�F�K���6�Z�D�S�����Q�R�Q�H���R�I���W�K�H���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U���W�K�H���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´��
contained in the 2002 ISDA Master Agreement has been disapplied in respect of the relevant 
Swap Counterparty (although some of them have been amended to reflect the nature of the Swap 
�&�R�X�Q�W�H�U�S�D�U�W�\�����W�K�H���7�U�X�V�W�H�H���D�Q�G���W�K�H���3�U�R�G�X�F�W���D�Q�G���F�H�U�W�D�L�Q���³�$�G�G�L�W�L�R�Q�D�O���7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´���K�D�Y�H���D�O�V�R��
been inserted in respect of the Trustee and the Product). The Trustee (on behalf of the Product) 
has the right, in the event of insolvency �R�U���W�K�H���R�F�F�X�U�U�H�Q�F�H���R�I���F�H�U�W�D�L�Q���R�W�K�H�U���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U��
�³�7�H�U�P�L�Q�D�W�L�R�Q�� �(�Y�H�Q�W�V�´�� �R�I�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�D�W�� �D�U�H�� �F�R�Q�W�L�Q�X�L�Q�J�� �D�W�� �W�K�H�� �U�H�O�H�Y�D�Q�W�� �W�L�P�H���� �W�R��
terminate the Swap on behalf of the Product at any time (such termination may take effect 
immediately) and without any approval from the Swap Counterparty. 
 
The actual termination events vary according to the negotiation between the Manager and each 
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����7�K�H���I�R�O�O�R�Z�L�Q�J�V���D�U�H���V�R�P�H���H�[�D�P�S�O�H�V���R�I���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´�� 

 
(a) decline in the Net Asset Value of the Product to a prescribed triggering level;  

  
(b) illegality of other similar events which affects the ability of the Swap Counterparty or the 

Product to perform its obligations under the Swap agreement; 
 

(c) change of Manager or Trustee; and 
 

(d) termination of the Product.  
 
Criteria for Selection of Swap Counterparty  
 
In selecting a Swap Counterparty (or a replacement Swap Counterparty), the Manager will have 
regard to a number of criteria, including but not limited to the fact that the prospective Swap 
Counterparty or its guarantor is a substantial financial institution (as defined under the Code) 
subject to an on-going prudential and regulatory supervision,��or such other entity acceptable to 
the SFC under the Code. The Manager may also impose such other selection criteria as it 
considers appropriate. A Swap Counterparty must be independent of the Manager.  
 
As at the date of this Prospectus, the Swap Counterparties to the Product and their guarantors 
(where relevant) are:  
 
Swap Counterparty  Place of incorporation of 

the Swap Counterparty  
�6�W�D�Q�G�D�U�G�� �	�� �3�R�R�U�¶�V�� �F�U�H�G�L�W��
rating  

J.P.Morgan Securities PLC United Kingdom �$�$�� 

Societe Generale France �$ 

HSBC Bank Plc United Kingdom A- 

 
The Manager will publish, inter alia, the latest list of the identity of the Swap Counterparty of the 
�3�U�R�G�X�F�W�����D�V���Z�H�O�O���D�V���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���D�Q�G���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���V�X�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����R�Q��
�W�K�H���0�D�Q�D�J�H�U�¶�V���Z�H�E�V�L�W�H���D�W��https://www.csopasset.com/en/products/hk-tsla-2l (which has not been 
reviewed by the SFC). 

Collateral Arrangements 

The Manager seeks the provision of collateral to mitigate potential counterparty risks, with a view 
to ensuring that there is no uncollateralized counterparty risk exposure subject to the minimum 
�W�U�D�Q�V�I�H�U���D�P�R�X�Q�W�V���G�H�V�F�U�L�E�H�G���L�Q���W�K�H���V�H�F�W�L�R�Q���K�H�D�G�H�G���³�&�R�X�Q�W�H�U�S�D�U�W�\���(�[�S�R�V�X�U�H�´���D�E�R�Y�H�����7�K�H���F�R�O�O�D�W�H�U�D�O��
�K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���V�K�R�X�O�G���U�H�S�U�H�V�H�Q�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
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exposure towards the Swap Counterparties, with the value of the collateral marked to market by 
the end of each trading day. Where collateral taken is in the nature of cash and/or government 
bonds, the market value of such cash and/or government bond collateral should represent at least 
100% of the related gross counterparty risk exposure towards the Swap Counterparties.  
 
Collateral may take such form as the Manager considers appropriate, and currently it is in the 
form of bonds and/or cash. If a Swap Counterparty becomes insolvent, or if a Swap Counterparty 
fails to pay any sum payable under the Swap when due and after a demand has been made, or 
if other events of default specified in the relevant swap agreement occur, the Product, subject to 
the terms of the swap agreement, shall be entitled to enforce the relevant collateral and obtain 
full title thereof. In such instance�V�����W�K�H���3�U�R�G�X�F�W�¶�V���R�E�O�L�J�D�W�L�R�Q�V���W�R���U�H�W�X�U�Q���W�K�H���F�R�O�O�D�W�H�U�D�O���Z�L�O�O���E�H���R�I�I�V�H�W��
�D�J�D�L�Q�V�W���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���R�E�O�L�J�D�W�L�R�Q���W�R���S�D�\���X�Q�G�H�U���W�K�H���V�Z�D�S���D�J�U�H�H�P�H�Q�W���� 
 
The Manager has adopted measures to monitor the eligibility criteria and valuation of collateral 
provided to the Product on an ongoing basis.  
 
Collaterals taken by the Product shall comply with all applicable requirements under the Code, 
including Chapter 8.8(e) of the Code as supplemented by such other guidance from the SFC from 
time to time.  
 
The following criteria will be observed when accepting assets as collaterals for the Product: 
liquidity, daily valuation, credit quality, price volatility, diversification, correlation, management of 
operational and legal risks, enforceability, not being availability for secondary recourse and 
involving no structured product. Only cash collateral will be reinvested in accordance with the 
collateral policy set out in Part 1 of this Prospectus.   
 
The details of the collateral requirements required under the Code and the collateral policy of the 
Trust and the Product are set out in Part 1 of this Prospectus. 
 
Collateral provided to the Product must be held by the Trustee or any custodian duly appointed 
by the Trustee.  
 
�'�H�W�D�L�O�V�� �R�I�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �P�D�Q�D�J�H�P�H�Q�W�� �S�R�O�L�F�\�� �F�D�Q�� �E�H�� �I�R�X�Q�G�� �D�W�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H���D�W��
�K�W�W�S�V�������Z�Z�Z���F�V�R�S�D�V�V�H�W���F�R�P���H�Q���S�U�R�G�X�F�W�V���K�N���W�V�O�D�����O�����Z�K�L�F�K���K�D�V���Q�R�W���E�H�H�Q���U�H�Y�L�H�Z�H�G���E�\���W�K�H���6�)�&��.  
 
�7�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���G�H�U�L�Y�D�W�L�Y�H���H�[�S�R�V�X�U�H���P�D�\���E�H���P�R�U�H���W�K�D�Q�������������R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H�� 

The Product's net derivative exposure to financial derivative instruments will not exceed 202% of 
its Net Asset Value (i) at the time of Daily rebalancing of the Product, (ii) between Daily rebalancing, 
unless due to market movements. 

Swap Fees 

�7�K�H���3�U�R�G�X�F�W���Z�L�O�O���E�H�D�U���W�K�H���V�Z�D�S���I�H�H�V�����Z�K�L�F�K���L�Q�F�O�X�G�H�V���D�O�O���F�R�V�W�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���6�Z�D�S���W�U�D�Q�V�D�F�W�L�R�Q�V��
�D�Q�G���D�U�H���V�X�E�M�H�F�W���W�R���W�K�H���G�L�V�F�X�V�V�L�R�Q���D�Q�G���F�R�Q�V�H�Q�V�X�V���E�H�W�Z�H�H�Q���W�K�H���0�D�Q�D�J�H�U���D�Q�G���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\��
�E�D�V�H�G���R�Q���W�K�H���D�F�W�X�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V���R�Q���D���F�D�V�H���E�\���F�D�V�H���E�D�V�L�V�����7�K�H���V�Z�D�S���I�H�H�V���U�H�S�U�H�V�H�Q�W���D��
�Y�D�U�L�D�E�O�H�� �V�S�U�H�D�G�� ���Z�K�L�F�K�� �F�D�Q�� �E�H�� �S�R�V�L�W�L�Y�H�� �R�U�� �Q�H�J�D�W�L�Y�H���� �S�O�X�V���6�2�)�5���Z�K�L�F�K�� �U�H�I�O�H�F�W�V���W�K�H�� �E�U�R�N�H�U�D�J�H��
�F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �L�Q�� �R�U�G�H�U�� �W�R��
�S�U�R�Y�L�G�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���W�Z�R���W�L�P�H�V���O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���� 

�,�I���W�K�H���V�Z�D�S���I�H�H�����6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���S�R�V�L�W�L�Y�H���I�L�J�X�U�H�����W�K�H�Q���L�W���Z�L�O�O���E�H���E�R�U�Q�H���E�\���W�K�H���3�U�R�G�X�F�W���D�Q�G���P�D�\��
�K�D�Y�H���D�Q���D�G�Y�H�U�V�H���L�P�S�D�F�W���R�Q���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H���D�Q�G���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����D�Q�G���P�D�\���U�H�V�X�O�W��
�L�Q�� �D�� �Q�H�J�D�W�L�Y�H�� �L�P�S�D�F�W�� �R�Q�� �W�K�H�� �W�U�D�F�N�L�Q�J�� �G�L�I�I�H�U�H�Q�F�H�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W���� �2�Q�� �W�K�H�� �F�R�Q�W�U�D�U�\���� �L�I�� �W�K�H�� �V�Z�D�S�� �I�H�H��
���6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���Q�H�J�D�W�L�Y�H���I�L�J�X�U�H�����W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���S�D�\���W�K�H���V�Z�D�S���I�H�H���W�R���W�K�H���3�U�R�G�X�F�W��
�D�Q�G���P�D�\���O�H�D�G���W�R���D���S�R�V�L�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���W�U�D�F�N�L�Q�J���G�L�I�I�H�U�H�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����F�X�U�U�H�Q�W�O�\���W�K�H���V�Z�D�S���I�H�H�V��
�D�U�H���H�[�S�H�F�W�H�G���W�R���U�D�Q�J�H���I�U�R�P�������������� �W�R������ ���������� �S�H�U���D�Q�Q�X�P���R�I�� �W�K�H���6�Z�D�S���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W�����L���H�����I�U�R�P��
�������������W�R������ �����������S�H�U���D�Q�Q�X�P���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����7�K�L�V���L�V���D���E�H�V�W���H�V�W�L�P�D�W�H���R�Q�O�\���D�Q�G���P�D�\��
�G�H�Y�L�D�W�H�� �I�U�R�P�� �W�K�H�� �D�F�W�X�D�O�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V������ �,�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V�� �D�Q�G�� �H�[�F�H�S�W�L�R�Q�D�O��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���� �W�K�H�� �E�U�R�N�H�U�D�J�H�� �F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I���I�L�Q�D�Q�F�L�Q�J�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���K�H�G�J�H���P�D�\���L�Q�F�U�H�D�V�H���V�L�J�Q�L�I�L�F�D�Q�W�O�\���D�Q�G���L�Q���U�H�W�X�U�Q���L�Q�F�U�H�D�V�H���W�K�H���V�Z�D�S���I�H�H�V�����:�K�H�Q���W�K�H���D�F�W�X�D�O��

https://www.csopasset.com/en/products/hk-tsla-2l


 
 
 

�V�Z�D�S�� �I�H�H�� �O�H�Y�H�O�� �H�[�F�H�H�G�V���W�K�H�� �G�L�V�F�O�R�V�H�G�� �O�H�Y�H�O���� �W�K�H�� �0�D�Q�D�J�H�U�� �Z�L�O�O�� �L�V�V�X�H�� �Q�R�W�L�F�H�� �W�R�� �W�K�H���L�Q�Y�H�V�W�R�U�V�����7�K�H��
�3�U�R�G�X�F�W�� �V�K�D�O�O�� �E�H�D�U�� �W�K�H�� �V�Z�D�S�� �I�H�H�V�� ���L�Q�F�O�X�G�L�Q�J�� �D�Q�\�� �F�R�V�W�V�� �D�V�V�R�F�L�D�W�H�G�� �Z�L�W�K�� �W�K�H�� �H�Q�W�H�U�L�Q�J�� �L�Q�W�R���� �R�U��
�X�Q�Z�L�Q�G�L�Q�J�� �R�U�� �P�D�L�Q�W�H�Q�D�Q�F�H�� �R�I���� �D�Q�\�� �K�H�G�J�L�Q�J�� �D�U�U�D�Q�J�H�P�H�Q�W�V�� �L�Q���U�H�V�S�H�F�W���R�I�� �V�X�F�K�� �6�Z�D�S�V�������6�Z�D�S�� �I�H�H�V��
�D�U�H�� �D�F�F�U�X�H�G�� �G�D�L�O�\�� �D�Q�G�� �V�S�U�H�D�G�� �R�X�W�� �R�Y�H�U�� �W�K�H�� �P�R�Q�W�K�����7�K�H�� �P�D�[�L�P�X�P�� �X�Q�Z�L�Q�G�L�Q�J�� �I�H�H�� �S�D�\�D�E�O�H�� �E�\�� �W�K�H��
�3�U�R�G�X�F�W���L�V�������E�S�V���S�H�U���W�U�D�Q�V�D�F�W�L�R�Q���R�Q���W�K�H���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W���R�I���W�K�H���6�Z�D�S���X�Q�Z�R�X�Q�G�� 

The Manager will disclose the swap fees in the semi-annual and annual financial reports of the 
Product. The swap fees will be borne by the Product and hence may have an adverse impact on 
the Net Asset Value and the performance of the Product, and may result in higher tracking error.  

Daily rebalancing of the Product  

The Product will rebalance its position on a day when the SEHK and the NASDAQ are open for 
trading (i.e. a Business Day). At or around the close of trading of the NASDAQ on each Business 
Day, the Product will seek to rebalance its portfolio, by increasing exposure in response to the 
Underlying Stock�¶�V��two times Daily gains or reducing exposure in response to the Underlying 
Stock�¶�V��two times Daily losses, so that its Daily leveraged exposure ratio to the Underlying Stock is 
�F�R�Q�V�L�V�W�H�Q�W���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�� 

The table below illustrates how the Product as a leveraged product will rebalance its position 
following the movement of the price of the Underlying Stock by the end of trading of the relevant 
markets. Assuming that the initial Net Asset Value of the Product is 100 on day 0, the Product will 
need to have an exposure of 200 to meet the objective of the Product. If the price of the Underlying 
Stock increases by 10% during the day, the Net Asset Value of the Product would have increased 
to 120, making the exposure of the Product 220. As the Product needs an exposure of 240, which 
is 2x the �3�U�R�G�X�F�W�¶s Net Asset Value at closing, the Product will need to rebalance its position by an 
additional 20. Day 1 illustrates the rebalancing requirements if the price of the Underlying Stock 
falls by 5% on the subsequent day.   

 �&�D�O�F�X�O�D�W�L�R�Q �'�D�\���� �'�D�\���� �'�D�\���� 

(a) Initial Product NAV   100 120 108 

(b) Initial exposure (b) = (a) × 2  200 240 216 

(c) Daily change of price of Underlying 
Stock (%)   10% -5% 5% 

(d) Profit / loss on exposure (d) = (b) × (c)  20 -12 10.8 

(e) Closing Product NAV (e) = (a) + (d) 120 108 118.8 

(f) Exposure (f) = (b) × (1+(c))  220 228 226.8 

(g) Target exposure to maintain 

leverage ratio (g) = (e) × 2  240 216 237.6 

(h) Required rebalancing amounts (h) = (g) - (f) 20 -12 10.8 

The above figures are calculated before fees and expenses. 

Underlying Stock  

Tesla, Inc. is an automotive and clean energy company that designs, manufactures, and sells 
�H�O�H�F�W�U�L�F���Y�H�K�L�F�O�H�V�����(�9�V�������E�D�W�W�H�U�\���H�Q�H�U�J�\���V�W�R�U�D�J�H���V�\�V�W�H�P�V�����D�Q�G���V�R�O�D�U���H�Q�H�U�J�\���S�U�R�G�X�F�W�V�����7�K�H���F�R�P�S�D�Q�\�¶�V��
product lineup includes electric cars as well as energy storage solutions. Tesla, Inc. is also engaged 
in the development of autonomous driving technology and related software. Tesla, Inc. is listed on 
the NASDAQ, a stock exchange based in the United States. 

Borrowing policy and restriction  

Borrowing against the assets of the Product is allowed up to a maximum of 10% of its latest 



 
 
 

available Net Asset Value, only on a temporary basis for the purposes of meeting redemption 
requests or defraying operating expenses.  

Comparison between the performance of the Underlying Stock and the leveraged 
performance of the Underlying Stock for a period longer than one day (i.e. comparison of 
the point -to-point performance)   

�7�K�H���3�U�R�G�X�F�W�¶�V���R�E�M�H�F�W�L�Y�H���L�V���W�R���S�U�R�Y�L�G�H���U�H�W�X�U�Q�V���Z�K�L�F�K���D�U�H���R�I���D���S�U�H�G�H�W�H�U�P�L�Q�H�G���O�H�Y�H�U�D�J�H���I�D�F�W�R�U�������[�����R�I��
�W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���V�X�F�K�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���Q�R�W���W�U�D�F�N��
�W�Z�L�F�H���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���J�U�H�D�W�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\����
�7�K�L�V���P�H�D�Q�V���W�K�D�W���W�K�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���R�I���W�L�P�H���J�U�H�D�W�H�U���W�K�D�Q���D���V�L�Q�J�O�H���G�D�\��
�P�X�O�W�L�S�O�L�H�G�� �E�\�� ���������� �J�H�Q�H�U�D�O�O�\�� �Z�L�O�O�� �Q�R�W�� �H�T�X�D�O�� ���������� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�Y�H�U�� �W�K�H�� �V�D�P�H��
�S�H�U�L�R�G�����,�W���L�V���D�O�V�R���H�[�S�H�F�W�H�G���W�K�D�W���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���X�Q�G�H�U�S�H�U�I�R�U�P���W�K�H���U�H�W�X�U�Q���R�I�������������R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N���L�Q���D���W�U�H�Q�G�O�H�V�V���R�U���I�O�D�W���P�D�U�N�H�W�����7�K�L�V���L�V���F�D�X�V�H�G���E�\���F�R�P�S�R�X�Q�G�L�Q�J�����Z�K�L�F�K���L�V���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���H�I�I�H�F�W��
�R�I���S�U�H�Y�L�R�X�V���H�D�U�Q�L�Q�J�V���J�H�Q�H�U�D�W�L�Q�J���H�D�U�Q�L�Q�J���R�U���O�R�V�V�H�V���L�Q���D�G�G�L�W�L�R�Q���W�R���W�K�H���S�U�L�Q�F�L�S�D�O���D�P�R�X�Q�W�����D�Q�G���Z�L�O�O���E�H��
�D�P�S�O�L�I�L�H�G���E�\���W�K�H���Y�R�O�D�W�L�O�L�W�\���R�I���W�K�H���P�D�U�N�H�W���D�Q�G���W�K�H���K�R�O�G�L�Q�J���S�H�U�L�R�G���R�I���W�K�H���3�U�R�G�X�F�W�����,�Q���D�G�G�L�W�L�R�Q�����W�K�H���H�I�I�H�F�W�V��
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�W�R���W�Z�L�F�H���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���O�R�Q�J�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V��
�'�D�\���� 

�,�Q�Y�H�V�W�R�U�V�� �V�K�R�X�O�G�� �Q�R�W�H�� �W�K�D�W�� �G�X�H�� �W�R�� �W�K�H�� �H�I�I�H�F�W�� �R�I�� �³�S�D�W�K�� �G�H�S�H�Q�G�H�Q�F�\�´�� ���D�V�� �H�[�S�O�D�L�Q�H�G�� �E�H�O�R�Z���� �D�Q�G��
compounding of the Daily returns of the Underlying Stock, the performance of the Underlying Stock 
multiplied by two (and as a result the performance of the Product before deduction of fees and 
expenses) for periods longer than a single day, especially in periods of market volatility which has 
a negative impact on the accumulative return of the Product, may not be twice the return of the 
Underlying Stock and may be completely uncorrelated to the extent of change of the price of the 
Underlying Stock over the same period. 

�)�R�U�� �I�X�U�W�K�H�U�� �L�O�O�X�V�W�U�D�W�L�R�Q�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �X�Q�G�H�U�� �G�L�I�I�H�U�H�Q�W�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V���� �L�Q�Y�H�V�W�R�U�V��
�P�D�\�� �D�F�F�H�V�V�� �W�K�H�� �³�S�H�U�I�R�U�P�D�Q�F�H�� �V�L�P�X�O�D�W�R�U�´�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Z�H�E�V�L�W�H�� �D�W 
https://www.csopasset.com/en/products/hk-tsla-2l (which has not been reviewed by the SFC), 
�Z�K�L�F�K���Z�L�O�O���V�K�R�Z���W�K�H���3�U�R�G�X�F�W�¶�V���K�L�V�W�R�U�L�F�D�O���S�H�U�I�R�U�P�D�Q�F�H���G�D�W�D���G�X�U�L�Q�J���D���V�H�O�H�F�W�H�G���W�L�P�H���S�H�U�L�R�G���V�L�Q�F�H���W�K�H��
launch of the Product.  

�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\ 
 
As explained above, the Product tracks the leveraged performance of the �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N, if 
observed on a Daily basis. However, due to path dependency of the performance of the Underlying 
Stock and the Daily leveraged performance of the Underlying Stock, when comparing the 
performance of the Underlying Stock and the leveraged performance of the Underlying Stock for a 
period longer than one day (i.e. comparison of the point-to-point performance), the historical 
leveraged performance of the Underlying Stock will not be equal to the simple leveraged 
performance of the Underlying Stock over the same period of time. 
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�R�Q�� �W�K�H�L�U�� �R�Z�Q�� �D�F�F�R�X�Q�W�� �R�U�� �I�R�U�� �W�K�H�L�U�� �F�O�L�H�Q�W�V���� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �7�U�X�V�W�� �'�H�H�G�� �D�Q�G�� �W�K�H�� �2�S�H�U�D�W�L�Q�J��
�*�X�L�G�H�O�L�Q�H�V�����'�X�U�L�Q�J���W�K�L�V���S�H�U�L�R�G�����3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V�����D�F�W�L�Q�J���I�R�U���W�K�H�P�V�H�O�Y�H�V���R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����P�D�\��
�D�S�S�O�\�� �I�R�U�� �8�Q�L�W�V�� �W�R�� �E�H�� �D�Y�D�L�O�D�E�O�H�� �I�R�U�� �W�U�D�G�L�Q�J�� �R�Q�� �W�K�H�� �/�L�V�W�L�Q�J�� �'�D�W�H�� �E�\�� �F�U�H�D�W�L�R�Q���� �1�R�� �U�H�G�H�P�S�W�L�R�Q�V�� �D�U�H��
�S�H�U�P�L�W�W�H�G���G�X�U�L�Q�J���W�K�H���,�Q�L�W�L�D�O���2�I�I�H�U���3�H�U�L�R�G�� 

�8�S�R�Q�� �U�H�F�H�L�S�W�� �R�I�� �D�� �&�U�H�D�W�L�R�Q���$�S�S�O�L�F�D�W�L�R�Q�� �I�U�R�P�� �D�� �3�D�U�W�L�F�L�S�D�W�L�Q�J�� �'�H�D�O�H�U�� ���D�F�W�L�Q�J�� �I�R�U�� �L�W�V�H�O�I�� �R�U�� �L�W�V�� �F�O�L�H�Q�W�V����
�G�X�U�L�Q�J���W�K�H���,�Q�L�W�L�D�O���2�I�I�H�U���3�H�U�L�R�G�����W�K�H���0�D�Q�D�J�H�U���V�K�D�O�O���S�U�R�F�X�U�H���W�K�H���F�U�H�D�W�L�R�Q���R�I���8�Q�L�W�V���I�R�U���V�H�W�W�O�H�P�H�Q�W���R�Q���W�K�H��
�,�Q�L�W�L�D�O���,�V�V�X�H���'�D�W�H�� 

�3�D�U�W�L�F�L�S�D�W�L�Q�J�� �'�H�D�O�H�U�V�� �P�D�\�� �K�D�Y�H�� �W�K�H�L�U�� �R�Z�Q�� �D�S�S�O�L�F�D�W�L�R�Q�� �S�U�R�F�H�G�X�U�H�V�� �I�R�U�� �W�K�H�L�U�� �U�H�V�S�H�F�W�L�Y�H�� �F�O�L�H�Q�W�V�� �D�Q�G��
�P�D�\�� �V�H�W�� �D�S�S�O�L�F�D�W�L�R�Q�� �D�Q�G�� �S�D�\�P�H�Q�W�� �F�X�W���R�I�I�� �W�L�P�H�V�� �I�R�U�� �W�K�H�L�U�� �U�H�V�S�H�F�W�L�Y�H�� �F�O�L�H�Q�W�V�� �Z�K�L�F�K�� �D�U�H�� �H�D�U�O�L�H�U�� �W�K�D�Q��
�W�K�R�V�H�� �V�H�W�� �R�X�W�� �L�Q�� �W�K�L�V�� �3�U�R�V�S�H�F�W�X�V���� �,�Q�Y�H�V�W�R�U�V�� �D�U�H�� �W�K�H�U�H�I�R�U�H�� �D�G�Y�L�V�H�G�� �W�R�� �F�R�Q�V�X�O�W�� �Z�L�W�K�� �W�K�H�� �U�H�O�H�Y�D�Q�W��
�3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U���R�Q���L�W�V���U�H�T�X�L�U�H�P�H�Q�W�V���L�I���W�K�H�\���Z�D�Q�W���D���3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U���W�R���V�X�E�V�F�U�L�E�H���I�R�U���8�Q�L�W�V���R�Q��
�W�K�H�L�U���E�H�K�D�O�I�� 

�$�I�W�H�U���/�L�V�W�L�Q�J 

�³�$�I�W�H�U���/�L�V�W�L�Q�J�´���F�R�P�P�H�Q�F�H�V���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H���D�Q�G���F�R�Q�W�L�Q�X�H�V���X�Q�W�L�O���W�K�H���7�U�X�V�W���L�V���W�H�U�P�L�Q�D�W�H�G�� 

�'�H�D�O�L�Q�J�V���L�Q���W�K�H���8�Q�L�W�V���R�Q���W�K�H���6�(�+�.���F�R�P�P�H�Q�F�H�G���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H�� 

�$�O�O���L�Q�Y�H�V�W�R�U�V���P�D�\���E�X�\���D�Q�G���V�H�O�O���8�Q�L�W�V���L�Q���W�K�H���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���R�Q���W�K�H���6�(�+�.���D�Q�G���3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V��
���I�R�U���W�K�H�P�V�H�O�Y�H�V���R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����P�D�\���D�S�S�O�\���I�R�U���F�U�H�D�W�L�R�Q���D�Q�G���U�H�G�H�P�S�W�L�R�Q���R�I���8�Q�L�W�V���L�Q���W�K�H���S�U�L�P�D�U�\��
�P�D�U�N�H�W���L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H�����I�U�R�P�������������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����W�R�������������S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q��
�H�D�F�K���'�H�D�O�L�Q�J���'�D�\���� 

�7�K�H�� �I�R�O�O�R�Z�L�Q�J�� �W�D�E�O�H�� �V�X�P�P�D�U�L�V�H�V�� �D�O�O�� �N�H�\�� �H�Y�H�Q�W�V�� �D�Q�G�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �H�[�S�H�F�W�H�G�� �W�L�P�H�W�D�E�O�H�� ���D�O�O��
�U�H�I�H�U�H�Q�F�H�V���W�R���W�L�P�H�V���D�U�H���W�R���+�R�Q�J���.�R�Q�J���W�L�P�H������ 



 
 
 

�,�Q�L�W�L�D�O���2�I�I�H�U���3�H�U�L�R�G���F�R�P�P�H�Q�F�H�V 
 

 

�x �3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���P�D�\���D�S�S�O�\���I�R�U��
�F�U�H�D�W�L�R�Q���I�R�U���W�K�H�P�V�H�O�Y�H�V���R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V��
�L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H�� �� 

 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q������ ���0�D�U�F�K��
�������� ���E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\���W�K�H��
�0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������D���P�������+�R�Q�J��
�.�R�Q�J���W�L�P�H�����R�Q���������$�S�U�L�O���������� 
 

�7�K�H���G�D�W�H���W�K�D�W���L�V���W�Z�R���%�X�V�L�Q�H�V�V���'�D�\�V���S�U�L�R�U���W�R���W�K�H��
�/�L�V�W�L�Q�J���'�D�W�H 

 

 

�x �/�D�W�H�V�W���W�L�P�H���I�R�U���&�U�H�D�W�L�R�Q���$�S�S�O�L�F�D�W�L�R�Q�V���E�\��
�3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���I�R�U���8�Q�L�W�V���W�R���E�H��
�D�Y�D�L�O�D�E�O�H���I�R�U���W�U�D�G�L�Q�J���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H 

 

�x �����������S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���������0�D�U�F�K��
�������� ���E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\���W�K�H��
�0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������S���P�������+�R�Q�J��
�.�R�Q�J���W�L�P�H�����R�Q���������$�S�U�L�O���������� 

�$�I�W�H�U���O�L�V�W�L�Q�J�����S�H�U�L�R�G���F�R�P�P�H�Q�F�H�V���R�Q���W�K�H���/�L�V�W�L�Q�J��
�'�D�W�H�� 

 

�x �$�O�O���L�Q�Y�H�V�W�R�U�V���P�D�\���V�W�D�U�W���W�U�D�G�L�Q�J���8�Q�L�W�V���R�Q���W�K�H��
�6�(�+�.���W�K�U�R�X�J�K���D�Q�\���G�H�V�L�J�Q�D�W�H�G���E�U�R�N�H�U�V����
�D�Q�G 
 

�x �3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���P�D�\���D�S�S�O�\���I�R�U��
�F�U�H�D�W�L�R�Q���D�Q�G���U�H�G�H�P�S�W�L�R�Q�����I�R�U���W�K�H�P�V�H�O�Y�H�V��
�R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H 

�x �&�R�P�P�H�Q�F�H���D�W�������������D���P�������+�R�Q�J���.�R�Q�J��
�W�L�P�H�����R�Q���������0�D�U�F�K���������������E�X�W���P�D�\���E�H��
�S�R�V�W�S�R�Q�H�G���E�\���W�K�H���0�D�Q�D�J�H�U���W�R���D���G�D�W�H���Q�R��
�O�D�W�H�U���W�K�D�Q���������$�S�U�L�O���������� 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����W�R��������������
�S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���H�D�F�K���'�H�D�O�L�Q�J��
�'�D�\�� 

 

 

�(�[�F�K�D�Q�J�H���/�L�V�W�L�Q�J���D�Q�G���7�U�D�G�L�Q�J�����6�H�F�R�Q�G�D�U�\���0�D�U�N�H�W�� 

Application has been made to the Listing Committee of the SEHK for the listing of, and permission 
to deal in the Units traded in USD and HKD. 

Units are neither listed nor dealt on any other stock exchange and no application for such listing or 
permission to deal is being sought as at the date of this Prospectus. Application may be made in 
the future for a listing of Units on one or more other st�R�F�N���H�[�F�K�D�Q�J�H�V�����,�Q�Y�H�V�W�R�U�V�¶���D�W�W�H�Q�W�L�R�Q���L�V���G�U�D�Z�Q��
�W�R�� �W�K�H�� �V�H�F�W�L�R�Q�� �H�Q�W�L�W�O�H�G�� �³�(�[�F�K�D�Q�J�H�� �/�L�V�W�L�Q�J�� �D�Q�G�� �7�U�D�G�L�Q�J�� ���6�H�F�R�Q�G�D�U�\�� �0�D�U�N�H�W���´�� �L�Q�� �3�D�U�W�� ���� �R�I�� �W�K�L�V��
Prospectus for further information. 

Dealings on the SEHK in Units traded in USD and HKD are expected to begin on 24 March 2025.  

Participating Dealers should note that they will not be able to sell or otherwise deal in the Units on 
the SEHK until dealings begin on the SEHK. 

Dual  Counter Trading  

The Manager has arranged for Units to be available for trading on the secondary market on the 
SEHK under a Dual Counter arrangement. Units are denominated in USD. Despite the Dual 
Counter arrangement, the creation of new Units and redemption of Units in the primary market are 
settled in USD only. The Product offers 2 trading counters on the SEHK (i.e. HKD counter and USD 
counter) to investors for secondary trading purposes. Units traded in HKD counter will be settled in 
HKD and Units traded in USD counter will be settled in USD. Apart from settlement in different 
currencies, the trading prices of Units in the 2 counters may be different. 

Units traded on both counters are of the same class and share the same ISIN, and all Unitholders 
of both counters are treated equally. The 2 counters will have different stock codes and different 



 
 
 

stock short names as follows: 

 �8�6�'���&�R�X�Q�W�H�U �+�.�'���&�R�X�Q�W�H�U 

�6�W�R�F�N���&�R�G�H ��������  ��������  

�6�K�R�U�W���6�W�R�F�N���1�D�P�H �; �/�� �&�6�2�3�7�6�/�$���8 �; �/�� �&�6�2�3�7�6�/�$ 

�,�6�,�1���Q�X�P�E�H�U �+�.��������������������  

 

�1�R�U�P�D�O�O�\���� �L�Q�Y�H�V�W�R�U�V�� �F�D�Q�� �E�X�\�� �D�Q�G�� �V�H�O�O�� �8�Q�L�W�V�� �W�U�D�G�H�G�� �L�Q�� �W�K�H�� �V�D�P�H�� �F�R�X�Q�W�H�U�� �R�U�� �D�O�W�H�U�Q�D�W�L�Y�H�O�\���E�X�\�� �L�Q�� ����
�F�R�X�Q�W�H�U�� �D�Q�G�� �V�H�O�O�� �L�Q�� �W�K�H�� �R�W�K�H�U�� �F�R�X�Q�W�H�U�� �S�U�R�Y�L�G�H�G�� �W�K�H�L�U�� �E�U�R�N�H�U�V�� �S�U�R�Y�L�G�H�� �E�R�W�K���8�6�'���D�Q�G���+�.�'�� trading 
services at the same time. Inter-counter buy and sell is permissible even if the trades take place 
within the same trading day. However, investors should note that the trading price of Units traded 
in the �8�6�' counter and that of HKD counter may be different and may not always maintain a close 
relationship depending on factors such as market demand and supply and liquidity in each counter. 

More information with regard to the Dual Counter is available in the frequently asked questions in 
�U�H�V�S�H�F�W�� �R�I�� �W�K�H�� �'�X�D�O�� �&�R�X�Q�W�H�U�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H��
http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products�� 

Investors should consult their brokers if they have any questions concerning fees, timing, 
procedures and the operation of the Dual Counter, including inter-counter trading���� �,�Q�Y�H�V�W�R�U�V�¶��
�D�W�W�H�Q�W�L�R�Q���L�V���D�O�V�R���G�U�D�Z�Q���W�R���W�K�H���U�L�V�N���I�D�F�W�R�U���E�H�O�R�Z���H�Q�W�L�W�O�H�G���³�'�X�D�O���&�R�X�Q�W�H�U��Trading �5�L�V�N�V�´�� 

Distribution Policy  

The Manager intends to distribute income to Unitholders annually (in December) having regard to 
�W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���L�Q�F�R�P�H���D�I�W�H�U���I�H�H�V���D�Q�G���F�R�V�W�V��  

The Manager will also have the discretion to determine if and to what extent distributions (whether 
directly or effectively) will be paid out of capital of the Product. 

The Manager may, at its discretion, pay distributions out of capital. The Manager may also, at its 
discretion, pay distributions out of gross income while all or part of the fees and expenses of the 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of capital.  Investors should note that payments of distributions out of capital 
or effe�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �F�D�S�L�W�D�O�� �D�P�R�X�Q�W�V�� �W�R�� �D�� �U�H�W�X�U�Q�� �R�U�� �Z�L�W�K�G�U�D�Z�D�O�� �R�I�� �S�D�U�W�� �R�I�� �D�Q�� �L�Q�Y�H�V�W�R�U�¶�V�� �R�U�L�J�L�Q�D�O��
investment or from any capital gains attributable to that original investment. Any distributions 
�L�Q�Y�R�O�Y�L�Q�J�� �S�D�\�P�H�Q�W�� �R�X�W�� �R�I�� �R�U�� �H�I�I�H�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�D�S�L�W�D�O�� �P�D�\�� �U�H�V�X�O�W�� �L�Q�� �D�Q�� �L�P�P�H�G�L�D�W�H��
reduction in the Net Asset Value per Unit and will reduce any capital appreciation for the Unitholders. 
There is no guarantee of any regular distribution. 

The composition of the distributions (i.e. the relative amounts paid out of net distributable income 
and capital) for the last 12 months are available by the Manager on request and also on the 
�0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H https://www.csopasset.com/en/products/hk-tsla-2l (which has not been 
reviewed by the SFC).  

The distribution policy may be amended subject to the SFC�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O���D�Q�G���X�S�R�Q���J�L�Y�L�Q�J���Q�R�W��
�O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V���� 

Distributions (if declared) will be declared in the base currency of the Product (i.e. USD). The 
Manager will make an announcement prior to any distribution in respect of the relevant distribution 
amount in USD only. The details of the distribution declaration dates, distribution amounts and ex-
�G�L�Y�L�G�H�Q�G�� �S�D�\�P�H�Q�W�� �G�D�W�H�V�� �Z�L�O�O�� �E�H�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H 
https://www.csopasset.com/en/products/hk-tsla-2l (which has not been reviewed by the SFC) and 
�R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H 

http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products
https://www.csopasset.com/en/products/hk-tsla-2l
https://www.csopasset.com/en/products/hk-tsla-2l


 
 
 

http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx (which 
has not been reviewed by the SFC).  

There can be no assurance that distributions will be paid.  

Each Unitholder will receive distributions in USD. Unitholders are advised to check with their 
brokers/intermediaries on the arrangements concerning distributions.  

Distribution payment rates in respect of Units will depend on factors beyond the control of the 
Manager or Trustee including, general economic conditions, and the financial position and dividend 
or distribution policies of the relevant underlying entities. There can be no assurance that such 
entities will declare or pay dividends or distributions. 

Fees and Expenses  

�0�D�Q�D�J�H�P�H�Q�W���)�H�H�� 

The Product pays a Management Fee as a single flat fee, currently at 1.6% per year of the Net 
�$�V�V�H�W���9�D�O�X�H���R�I�� �W�K�H���3�U�R�G�X�F�W���� �3�O�H�D�V�H���U�H�I�H�U���W�R���W�K�H���V�H�F�W�L�R�Q���³�)�H�H�V���D�Q�G���(�[�S�H�Q�V�H�V�´���D�V���W�R���W�K�H���I�H�H�V���D�Q�G��
charges included in the Management Fee. The Management Fee is calculated as at each Dealing 
Day and payable monthly in USD in arrears out of the Trust Fund. 

The Management Fee may be increased up to 3% per year of the Net Asset Value of the Product, 
�R�Q���R�Q�H���P�R�Q�W�K�¶�V���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�����R�U���V�X�F�K���V�K�R�U�W�H�U���S�H�U�L�R�G���D�V���D�S�S�U�R�Y�H�G���E�\���W�K�H���6�)�&�������,�Q���W�K�H���H�Y�H�Q�W��
that such fee is to be increased beyond this rate (which is the maximum rate set out in the Trust 
�'�H�H�G�������V�X�F�K���L�Q�F�U�H�D�V�H���Z�L�O�O���E�H���V�X�E�M�H�F�W���W�R���W�K�H���8�Q�L�W�K�R�O�G�H�U�V�¶���D�Q�G���W�K�H���6�)�&�¶�V���D�S�S�U�R�Y�D�O�� 

The Trustee fee is inclusive in the Management Fee.  

Swap fees  

�'�H�W�D�L�O�V���R�I���W�K�H���V�Z�D�S���I�H�H�V���D�Q�G���L�Q�G�L�U�H�F�W���F�R�V�W�V���D�U�H���V�H�W���R�X�W���L�Q���W�K�H���V�H�F�W�L�R�Q���³�6�Z�D�S���I�H�H�V�´���L�Q���W�K�L�V���$�S�S�H�Q�G�L�[. 

Risk Factors Specific to the Product  

In addition to the risk factors presented in Part 1 of this Prospectus, the risk factors set forth below 
are also specific risks, in the opinion of the Manager, considered to be relevant and presently 
applicable specifically to the Product. 

Single Stock Concentration Risk  

The Product is subject to concentration risk as a result of tracking the leveraged performance of 
the single Underlying Stock. The value of the Product may be more volatile than that of a fund 
having a more diverse portfolio of investments due to the non-diversified nature of investing in the 
single Underlying Stock. The value of the Product may be more susceptible to adverse conditions 
in respect of such particular Underlying Stock. 

Extreme Price Volatility  Risk  

Prices of the Product may be more volatile than conventional ETFs because of the use of leverage 
and the daily rebalancing activities and the leverage effect. Furthermore, the Product is 
concentrated in a single Underlying Stock. Given its non-diversified and leveraged nature, the 
Product is subject to extreme price volatility and may become non-viable within a short period. You 
may lose a significant portion or all of your investment within one day. 

Under exceptional circumstances where the Product becomes non-viable, the Manager may use 
its discretion to deviate from the investment strategy or take defensive measures, which may 
include liquidating swap positions and suspending trading of the Product, in order to safeguard the 
interests of the product and its unitholders to prevent potential negative fund value and protect the 
interests of the investors. Such circumstances may arise if there are extreme intra-day price 



 
 
 

movements and the Manager will issue a notice to inform investors. Please note that the Manager 
may re-enter the swap contracts at the market closes on the same day depending on market 
condition.  

Risks associated with the Underlying Stock �± Tesla, Inc.  
 
Risks specific to the Underlying Stock 
 
Tesla, Inc. is highly dependent on its CEO, Elon Musk. Communications by Mr. Musk to the public 
may significantly impact the trading price of the Underlying Stock. Any actual or anticipated large 
transactions in the Underlying Stock by Mr. Musk may cause the stock price to fluctuate.  
 
Large/mega-capitalisation company risk  

Tesla, Inc. is a large/mega-capitalisation company that is relatively mature compared to smaller 
companies and therefore subject to slower growth during times of economic expansion. It may 
struggle with flexibility to respond quickly to disruptions and changes in trends. The high valuation 
of large/mega-capitalisation companies can make Tesla, Inc. more susceptible to market 
corrections, downturns and changes in interest rates. Moreover, large/mega-capitalisation 
companies typically have high price-to-earnings ratio than smaller capitalisation companies which 
can lead to overvaluation and may indicate there is less room for gains and even potential 
downward price adjustment. These companies usually exert market dominance and therefore 
frequently face regulatory pressures, in particular antitrust scrutiny. This leads to legal challenges 
and increased costs which may in turn affect profitability. 

Electric and autonomous vehicles company risk 
 
Developments in automotive technologies (e.g., autonomous vehicle technologies) may require 
significant capital expenditures that may not generate profits for several years, if ever. Companies 
in this sector face intense competition, rapid product obsolescence, intellectual property risks, and 
high R&D and capital expenditures. Investors should be aware that Tesla, Inc.�¶�V���Y�D�O�X�D�W�L�R�Q���P�D�\���E�H��
disproportionately influenced by market optimism regarding its perceived success in its 
development of AI, which, if unmet, could lead to substantial volatility in stock price. 
 
Automotive company risk 
 
The performance of the Underlying Stock, and consequently the Product�¶s performance, is subject 
to risks of the automotive sector. The automotive sector industry can be highly cyclical, and 
companies in the industry may suffer periodic operating losses. Automotive companies can be 
significantly affected by labor relations and fluctuating component prices. Automotive companies 
may be significantly subject to government policies and regulations regarding imports and exports 
of automotive products. Governmental policies affecting the automotive industry, such as taxes, 
tariffs, duties, subsidies, and import and export restrictions on automotive products can influence 
industry profitability. In addition, such companies must comply with environmental laws and 
regulations, for which there may be severe consequences for non-compliance. While most of the 
major automotive manufacturers are large companies, certain others may be non-diversified in both 
product line and customer base and may be more vulnerable to certain events that may negatively 
impact the automotive industry. 
 
Technology theme risk  

Tesla, Inc. is in the technology sector and is characterised by relatively higher volatility in price 
performance when compared to other economic sectors. Tesla, Inc. also face intense competition 
and there may also be substantial government intervention, which may have an effect on profit 
margins. The price volatility of the Underlying Stock may be greater than the price volatility of other 
companies. Rapid changes could render obsolete the products and services offered by companies 
in the technology sector. Rapid changes to the products and services offering may further contribute 



 
 
 

to the price volatility of Tesla, Inc.. Tesla, Inc. is also subject to cyber security risks and potential 
legal, financial, operational and reputational consequences. 

Long Term Holding Risk  

The Product is not intended for holding longer than one day as the performance of the Product 
over a period longer than one day will very likely differ in amount and possibly direction from the 
leveraged performance of the Underlying Stock over that same period (e.g. the loss may be more 
than twice the fall in the price of the Underlying Stock). The effect of compounding becomes more 
�S�U�R�Q�R�X�Q�F�H�G�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �D�V�� �W�K�H��price of the Underlying Stock experiences 
�Y�R�O�D�W�L�O�L�W�\���� �7�K�H�� �G�H�Y�L�D�W�L�R�Q�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �I�U�R�P�� �W�K�H�� �O�H�Y�H�U�D�J�H�G�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�I�� �W�K�H��
Underlying Stock will increase, and the performance of the Product will generally be adversely 
affected with higher volatility of the price of the �8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N. As a result of Daily rebalancing, 
the volatility of the price of the Underlying Stock �D�Q�G�� �W�K�H�� �H�I�I�H�F�W�V�� �R�I�� �F�R�P�S�R�X�Q�G�L�Q�J�� �R�I�� �H�D�F�K�� �G�D�\�¶�V��
return over time, it is even possible that the Product will lose money over time while the Underlying 
Stock�¶�V���S�H�U�I�R�U�P�D�Q�F�H���L�Q�F�U�H�D�V�H�V���R�U���L�V���I�O�D�W���� 
 
Leverage Risk  

The Product will utilise leverage to achieve a Daily return equivalent to twice (2x) the return of the 
Underlying Stock. Both gains and losses will be magnified. The risk of loss resulting from an 
investment in the Product in certain circumstances including a bear market will be substantially 
more than a fund that does not employ leverage. 
 
Risk of Rebalancing Activities  

There is no assurance that the Product can rebalance their portfolio on a Daily basis to achieve 
their investment objectives. Market disruption, regulatory restrictions, counterparty capacity limits 
�R�U���H�[�W�U�H�P�H���P�D�U�N�H�W���Y�R�O�D�W�L�O�L�W�\���P�D�\���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���U�H�E�D�O�D�Q�F�H���L�W�V���S�R�U�W�I�R�O�L�R�� 
 
Liquidity Risk  

The rebalancing activities of the Product typically take place near �W�K�H�� �H�Q�G�� �R�I�� �W�U�D�G�L�Q�J���R�I�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W��to minimise tracking difference. As a result, the Product may be more exposed 
to the market conditions during a shorter interval and may be more subject to liquidity risk and the 
Swap Counterparty's capacity to execute may also be subject to liquidity risk. 
 
Intraday Investment Risk  
 
The Product is normally rebalanced at the end of �W�U�D�G�L�Q�J���R�I���W�K�H���X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W �R�Q���D���%�X�V�L�Q�H�V�V��
�'�D�\. As such, return for investors that invest for period less than a full Trading Day will generally be 
greater than or less than two times (2x) leveraged investment exposure to the Underlying Stock, 
depending upon the movement of the price of the Underlying Stock from the end of one Trading 
Day until the time of purchase. 
 
Portfolio Turnover Risk  
 
�'�D�L�O�\�� �U�H�E�D�O�D�Q�F�L�Q�J�� �R�I�� �3�U�R�G�X�F�W�¶�V�� �K�R�O�G�L�Q�J�V�� �F�D�X�V�H�V�� �D�� �K�L�J�K�H�U�� �O�H�Y�H�O�� �R�I�� �S�R�U�W�I�R�O�L�R�� �W�U�D�Q�V�D�F�W�L�R�Q�V�� �W�K�D�Q��
compared to the conventional �H�[�F�K�D�Q�J�H�� �W�U�D�G�H�G�� �I�X�Q�G�V. High levels of transactions increase 
brokerage and other transaction costs. 
 
Risks Associated with Investing in Swaps  

Limited Availability of Swaps Risk 

�7�K�H���0�D�Q�D�J�H�U�¶�V���D�E�L�O�L�W�\���W�R���P�D�Q�D�J�H���W�K�H��Product in accordance with its stated investment objective will 
depend upon the willingness and ability of potential Swap Counterparties to engage in Swaps with 
the Product linked to the performance of the Underlying Stock . A �6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R��
continue to enter into Swaps or other derivative transactions with the Product may be reduced or 
eliminated, which could have a material adverse effect on the Product. Furthermore, Swaps are of 



 
 
 

limited duration and there is no guarantee that Swaps entered into with a Swap Counterparty will 
continue indefinitely. Accordingly, the duration of a Swap depends on, among other factors, the 
ability of the Product to renew the expiration period of the relevant Swap at agreed upon terms. If 
the Product is unable to obtain sufficient exposure to �W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H��
of the Underlying Stock because of the limited availability of Swaps linked to t�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H��
�O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H��of the Underlying Stock, the Product could, among other alternatives, as a 
defensive measure, suspend creations until the Manager determines that the requisite swap 
exposure is obtainable. During the period that creations are suspended, the Product could trade at 
a significant premium or discount to the Net Asset Value and could experience substantial 
redemptions. To the extent that such events result in a termination event under �W�K�H���3�U�R�G�X�F�W�¶�V���6�Z�D�S�V����
the risks related to the limited availability of Swaps would be compounded and the Product may be 
adversely affected. 
 
Counterparty Risk  
 
Because a Swap is an obligation of the Swap Counterparty rather than a direct investment in the 
Underlying Stock, the Product may suffer losses potentially equal to, or greater than, the full value 
of the Swap if the Swap Counterparty fails to perform its obligations under the Swap as a result of 
bankruptcy or otherwise. Any loss would result in a reduction in the Net Asset Value of the Product 
�D�Q�G���Z�L�O�O���O�L�N�H�O�\���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�����7�K�H���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�D�V�V�R�F�L�D�W�H�G���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�V���H�[�S�H�F�W�H�G to be greater than that may be encountered 
by most other funds because the Product expects to use Swaps as the principal means to gain 
exposure to the Underlying Stock. Despite the counterparty risk management measures in place, 
�W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I�� �W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� �W�R���]�H�U�R���L�V���V�X�E�M�H�F�W���W�R��
settlement risks arising from settlement failures and market risks (including price movements prior 
t�R�� �W�K�H�� �U�H�T�X�L�U�H�G�� �F�D�V�K�� �S�D�\�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W������ �7�K�H�� �3�U�R�G�X�F�W�¶�V�� �Q�H�W��
exposure to each Swap Counterparty may exceed zero if any such risks eventuate. The extent of 
�W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�R�W�H�Q�W�L�D�O�� �O�R�V�V�� �D�U�L�V�L�Q�J�� �L�Q�� �W�K�L�V�� �U�H�J�D�U�G�� �L�V�� �O�L�N�H�O�\�� �W�R�� �E�H�� �W�K�H�� �D�P�R�X�Q�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Q�H�W��
counterparty exposure. 
 
�7�K�H���0�D�Q�D�J�H�U���Z�L�O�O���P�D�Q�D�J�H���W�K�H���3�U�R�G�X�F�W���W�R���H�Q�V�X�U�H���W�K�D�W���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W��
�D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���D�Q�G���E�H���P�D�L�Q�W�D�L�Q�H�G�����P�D�U�N�H�G��
�W�R���P�D�U�N�H�W���R�Q���D���G�D�L�O�\���E�D�V�L�V�����Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H���L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�H�[�S�R�V�X�U�H���D�W���W�K�H���H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\�����,�I���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H��
�3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I���D�Q�\���W�U�D�G�L�Q�J���G�D�\���7�����E�\���W�K�H���H�Q�G���R�I���W�K�D�W��
�W�U�D�G�L�Q�J���G�D�\���7���� �W�K�H���0�D�Q�D�J�H�U���Z�L�O�O���J�H�Q�H�U�D�O�O�\�� �U�H�T�X�L�U�H���W�K�D�W���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���G�H�O�L�Y�H�U���D�G�G�L�W�L�R�Q�D�O��
�F�R�O�O�D�W�H�U�D�O���D�V�V�H�W�V���W�R���P�D�N�H���X�S���I�R�U���W�K�H���G�L�I�I�H�U�H�Q�F�H���L�Q���Y�D�O�X�H�����Z�L�W�K���W�K�H���V�H�W�W�O�H�P�H�Q�W���R�I���V�X�F�K���G�H�O�L�Y�H�U�\���H�[�S�H�F�W�H�G��
�W�R�� �R�F�F�X�U�� �R�Q���R�U�� �E�H�I�R�U�H���W�U�D�G�L�Q�J�� �G�D�\�� �7�������� �'�H�V�S�L�W�H�� �W�K�H�� �F�R�X�Q�W�H�U�S�D�U�W�\�� �U�L�V�N�� �P�D�Q�D�J�H�P�H�Q�W�� �P�H�D�V�X�U�H�V�� �L�Q��
�S�O�D�F�H�����W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���]�H�U�R���L�V���V�X�E�M�H�F�W��
�W�R�� �V�H�W�W�O�H�P�H�Q�W�� �U�L�V�N�V�� �D�U�L�V�L�Q�J�� �I�U�R�P�� �V�H�W�W�O�H�P�H�Q�W�� �I�D�L�O�X�U�H�V�� �D�Q�G�� �P�D�U�N�H�W�� �U�L�V�N�V�� ���L�Q�F�O�X�G�L�Q�J�� �S�U�L�F�H�� �P�R�Y�H�P�H�Q�W�V��
�S�U�L�R�U���W�R���W�K�H���U�H�T�X�L�U�H�G���F�D�V�K���S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W�������$�Q�\���G�H�O�D�\���L�Q���W�K�H���F�D�V�K��
�S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W���S�U�L�R�U���W�R���W�K�H���H�Q�G���R�I���W�K�H���U�H�O�H�Y�D�Q�W���W�U�D�G�L�Q�J���G�D�\���7������
�P�D�\���F�D�X�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���E�H���O�D�U�J�H�U���W�K�D�Q���]�H�U�R���I�U�R�P���W�L�P�H���W�R���W�L�P�H����
�7�K�L�V���P�D�\���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V���I�R�U���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���H�Y�H�Q�W���R�I���W�K�H���L�Q�V�R�O�Y�H�Q�F�\���R�U���G�H�I�D�X�O�W���R�I���W�K�D�W��
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 
 
�(�D�U�O�\���7�H�U�P�L�Q�D�W�L�R�Q���R�I���6�Z�D�S�V���5�L�V�N 
 
In some circumstances, a Swap Counterparty can terminate the swap agreements early which may 
�D�G�Y�H�U�V�H�O�\���L�P�S�D�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�D�Q���D�O�V�R���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V��
�D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���D�Q�G���P�D�\���V�X�E�M�H�F�W���W�K�H���3�U�R�G�X�F�W���W�R���V�X�E�V�W�D�Q�W�L�D�O���O�R�V�V����Also, the 
Product may face an increase in the cost to enter into a similar swap agreement with additional 
Swap Counterparties.   
 
�+�L�J�K���6�Z�D�S���)�H�H�V���5�L�V�N 
 
The Product will bear the swap fees, which are subject to the discussion and consensus between 
the Manager and the Swap Counterparty based on the actual market circumstances on a case-by-
case basis. The current swap fees are a best estimate only and may deviate from the actual market 
conditions. The swap fees of the Product may be higher than that of other leveraged and inverse 



 
 
 

products tracking broad-based indices or commodities indices due to market condition, market 
sentiment on the Underlying Stock and changes in interest rates. This may have an adverse impact 
on the NAV and performance of the Product, and hence may result in higher tracking difference. In 
extreme market conditions and exceptional circumstances, the brokerage commission and the 
�6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �P�D�\�� �L�Q�F�U�H�D�V�H�� �V�L�J�Q�L�I�L�F�D�Q�W�O�\�� �D�Q�G�� �L�Q��
return increase the swap fees.      
 
Capacity Limit Risk 
 
The Swap Counterparties may also be subject to a capacity limit representing the commitment of 
the Swap Counterparty to conduct the Swap transactions to provide the required exposure to the 
Underlying Stock �I�R�U���W�K�H���3�U�R�G�X�F�W�����$�F�F�R�U�G�L�Q�J�O�\�����W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���W�K�H��Underlying Stock may 
be affected. Whilst the Manager does not anticipate that this will have any immediate effect on the 
Product, if any Swap Counterparty reaches its capacity limit or if the Net Asset Value of the Product 
grows significantly this may prevent creations of Units due to the inability of the Product to conduct 
Swap transactions. This may cause a divergence between the trading price of a Unit on the SEHK 
and the Net Asset Value per Unit. The investment exposure could also deviate from the target 
exposure which adds tracking error to the Product. 
 
Liquidity Risk 
 
Swaps may be subject to liquidity risk, which exists when a particular Swap is difficult to purchase 
or sell. If a Swap transaction is particularly large or if the relevant market is illiquid, it may not be 
possible to initiate a transaction or liquidate a position at an advantageous time or price, which may 
result in significant losses to the Product. In addition, a Swap may be subject to the �3�U�R�G�X�F�W�¶�V��
limitation on investments in illiquid Securities. Swaps may be subject to pricing risk, which exists 
when a particular Swap becomes extraordinarily expensive (or inexpensive) relative to historical 
prices or the prices of corresponding cash market instruments. The swaps market is largely 
unregulated. It is possible that developments in the swaps market, including potential government 
�U�H�J�X�O�D�W�L�R�Q���� �F�R�X�O�G�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �D�E�L�O�L�W�\�� �W�R�� �W�H�U�P�L�Q�D�W�H�� �H�[�L�V�W�L�Q�J�� �6�Z�D�S�V�� �R�U�� �W�R�� �U�H�D�O�L�V�H��
amounts to be received under such agreements. There is also no active market in derivative 
instruments and therefore investment in derivative instruments can be illiquid. In order to meet 
requests, the relevant Product relies upon the issuer of the derivative instruments to quote a market 
to unwind any part of the derivative instruments that will reflect the market liquidity conditions and 
the size of the transaction. 
 
Valuation Risk 
 
�7�K�H���3�U�R�G�X�F�W�¶�V���D�V�V�H�W�V�����L�Q���S�D�U�W�L�F�X�O�D�U���6�Z�D�S�V���H�Q�W�H�U�H�G���L�Q�W�R���E�\���W�K�H���3�U�R�G�X�F�W�����L�Q�Y�R�O�Y�H���G�H�U�L�Y�D�W�L�Y�H���W�H�F�K�Q�L�T�X�H�V��
that may be complex and specialised in nature. Valuations for such assets will only usually be 
available from a limited number of market professionals which frequently act as counterparties to 
the transactions to be valued. Such valuations are often subjective and there may be substantial 
differences between any available valuations. However the Manager will carry out an independent 
verification of this valu�D�W�L�R�Q���R�Q���D���G�D�L�O�\���E�D�V�L�V���D�V���G�H�V�F�U�L�E�H�G���X�Q�G�H�U���³�'�H�W�H�U�P�L�Q�D�W�L�R�Q���R�I���1�H�W���$�V�V�H�W���9�D�O�X�H�´��
section. 
 
Legal Risk 
 
The characterisation of a transaction or a party's legal capacity to enter into it could render the 
Swap unenforceable. The insolvency or bankruptcy of a counterparty may also affect the 
enforceability of contractual rights. 
 
Short Selling by Swap Counterparty Risk 
 
The Swap Counterparty to the Product may need to short sell the Underlying Stock for the purposes 
�R�I���K�H�G�J�L�Q�J�����0�D�Q�\���U�H�J�X�O�D�W�R�U�V���K�D�Y�H���E�D�Q�Q�H�G���³�Q�D�N�H�G�´���V�K�R�U�W���V�H�O�O�L�Q�J�����D���S�U�D�F�W�L�F�H���W�K�D�W���K�D�V���E�H�H�Q���S�U�R�K�L�E�L�W�H�G��
in Hong Kong since short selling was first introduced) or completely suspended short selling for 
certain stocks. Any such bans with the effect of prohibiting the short selling of the Underlying Stock 
�P�D�\���D�I�I�H�F�W���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R���K�H�G�J�H���L�W�V���S�R�V�L�W�L�R�Q���D�Q�G���P�D�\���W�U�L�J�J�H�U���D�Q���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q��
of the OTC Swap �7�U�D�Q�V�D�F�W�L�R�Q�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�R�X�O�G���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H��



 
 
 

its investment objective and subject the Product to substantial loss.  

Mandatory Measures imposed by Relevant Parties Risk 

�5�H�J�D�U�G�L�Q�J�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �6�Z�D�S�V���� �U�H�O�H�Y�D�Q�W�� �S�D�U�W�L�H�V�� ���V�X�F�K�� �D�V�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�L�H�V���� �S�D�U�W�L�F�L�S�D�W�L�Q�J��
dealers and stock exchanges) may impose certain mandatory measures for risk management 
purpose under extreme market circumstances. These measures may include early termination of 
the Swaps, no further Swap contracts signed and having limited or no access to exposure. In 
response to such mandatory measures, the Manager may have to take corresponding actions in 
�W�K�H�� �E�H�V�W�� �L�Q�W�H�U�H�V�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �8�Q�L�W�K�R�O�G�H�U�V�� �D�Q�G�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�R�Q�V�W�L�W�X�W�L�Y�H��
�G�R�F�X�P�H�Q�W�V�����L�Q�F�O�X�G�L�Q�J���V�X�V�S�H�Q�V�L�R�Q���R�I���F�U�H�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���X�Q�L�W�V���D�Q�G���R�U���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���W�U�D�G�L�Q�J����
implementing alternative investment and/or hedging strategies and termination of the Product. 
These corresponding actions may have an adverse impact on the operation, secondary market 
trading, ability to track the price of the Underlying Stock and the Net Asset Value of the Product. 
While the Manager will endeavour to provide advance notice to investors regarding these actions 
to the extent possible, such advance notice may not be possible in some circumstances.   

Leveraged Performance of Underlying Stock  
 
Investors in the Product should note that the objective and the risks inherent in the Product are not 
typically encountered in traditional �L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V �Z�K�L�F�K���W�U�D�F�N���W�K�H���³�O�R�Q�J�´���S�H�U�I�R�U�P�D�Q�F�H���U�D�W�K�H�U��
than leveraged performance of a single stock. Should the price of the Underlying Stock decrease, 
the use of a leverage factor of 2 in the Product will trigger an accelerated decrease in the value of 
�W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H���F�R�P�S�D�U�H�G���W�R���W�K�H��price of the Underlying Stock (which has a leverage 
factor of 1, i.e. no leverage). As such, Unitholders could, in certain circumstances including a bear 
market, face minimal or no returns, or may even suffer a complete loss, on such investments. The 
negative effect of compounding is more pronounced when combined with leverage and Daily 
rebalancing in volatile markets. 
 
The Product is designed as a trading tool for short-term market timing or hedging purposes, and is 
not intended for long term investment. It is only suitable for sophisticated trade-oriented investors 
who understand the potential consequences of seeking Daily leveraged results and the associated 
risks constantly monitor the performance of their holding on a daily basis.   
 
Path Dependency  
 
The objective of the Product is to �S�U�R�Y�L�G�H���L�Q�Y�H�V�W�P�H�Q�W���U�H�V�X�O�W�V���W�K�D�W�����E�H�I�R�U�H���I�H�H�V���D�Q�G���H�[�S�H�Q�V�H�V�����F�O�R�V�H�O�\��
�F�R�U�U�H�V�S�R�Q�G���W�R���W�Z�L�F�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N on a Daily basis only. Therefore the 
Product should not be equated with seeking a leveraged position for periods longer than a day. 
Investors in the Product should note that the point-to-point accumulated performance of the 
historical Daily leveraged performance of the Underlying Stock over a certain period may not be 
twice the point-to-point performance of the Underlying Stock over the same period of time due to 
�W�K�H�� �H�I�I�H�F�W�� �R�I�� �³�S�D�W�K�� �G�H�S�H�Q�G�H�Q�F�\�´�� �D�Q�G�� �F�R�P�S�R�X�Q�G�L�Q�J�� �R�I�� �W�K�H�� �'�D�L�O�\�� �U�H�W�X�U�Q�V�� �R�I�� �W�K�H��Underlying Stock. 
P�O�H�D�V�H���U�H�I�H�U���W�R���W�K�H���V�H�F�W�L�R�Q���³�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\�´���D�E�R�Y�H�� 
 
Investors should exercise caution when holding the Product for longer than the rebalancing 
interval, i.e. one Business Day. The performance of the Product, when held overnight, may 
deviate from the leveraged performance of the Underlying Stock. 

Investment in Other Funds Risk  

�$�V���S�D�U�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\�����W�K�H���0�D�Q�D�J�H�U���P�D�\���L�Q�Y�H�V�W���L�Q���R�W�K�H�U active or passive 
investment products. The Product will be exposed to the risk of investing in another management 
�F�R�P�S�D�Q�\�¶�V�� �I�X�Q�G�V�� �Z�L�W�K�� �D�O�O�� �W�K�H�� �U�H�O�D�W�H�G�� �U�L�V�N�V�� �Z�K�L�F�K�� �D�W�W�D�F�K�� �W�R��listed or unlisted funds generally. In 
particular, as an investor in such funds, the Product will ultimately bear the fees and expenses of 
the underlying funds including management fees charged by the underlying management 
company. These charges will be in addition to the fees payable by the Product to the Manager. 

If the Product invests in other active or passive investment products managed by the Manager or 
Connected Person of the Manager, all initial charges and redemption charges on these listed or 



 
 
 

unlisted funds must be waived, and the Manager must not obtain rebate of any fees or charges 
levied by these funds or any quantifiable monetary benefits in connection with investments in these 
funds. In addition, where an underlying fund is managed by the Manager, all management and 
performance fees charged by the underlying fund will be waived for the Product. In case any 
conflicts of interest may still arise out of such investments, the Manager will use its best endeavours 
to resolve it fairly. 

Short -term Fixed Income Securities (including money market instruments) Risks  
 
Short-term fixed income securities risk  
 
The Product may invest in fixed income securities which are short-term or with short-term remaining 
�P�D�W�X�U�L�W�L�H�V�����,�W���P�H�D�Q�V���W�K�H���W�X�U�Q�R�Y�H�U���U�D�W�H�V���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���P�D�\���E�H���U�H�O�D�W�L�Y�H�O�\���K�L�J�K���D�Q�G���W�K�H��
transaction costs incurred as a result of the purchase or sale of such securities may increase which 
in turn may have a negative impact on the net asset value of the Product. 
 
Credit risk  
 
The Product is exposed to the credit/insolvency risk of issuers/guarantors of the fixed income and 
debt securities in which the Product may invest.  
 
Interest rate risk  
 
�7�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�Q���I�L�[�H�G���L�Q�F�R�P�H���V�H�F�X�U�L�W�L�H�V���D�U�H���V�X�E�M�H�F�W���W�R���L�Q�W�H�U�H�V�W���U�D�W�H���U�L�V�N�����*�H�Q�H�U�D�O�O�\�����W�K�H��
prices of fixed income and debt securities rise when interest rates fall, whilst their prices fall when 
interest rates rise.  
 
Credit rating risk  
 
Credit ratings assigned by rating agencies are subject to limitations and do not guarantee the 
creditworthiness of the fixed income securities and/or the issuers/guarantors at all times. 
 
Credit rating downgrading risk  
 
In the event of a credit rating downgrading of the fixed income securities (or the issuers thereof) 
�K�H�O�G�� �E�\�� �W�K�H�� �3�U�R�G�X�F�W���� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Y�D�O�X�H�� �P�D�\�� �E�H�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�H�G�� �D�Q�G�� �L�Q�Y�H�V�W�R�U�V�� �P�D�\�� �V�X�I�I�H�U�� �D��
substantial loss as a result. The Manager may or may not be able to dispose of the fixed income 
instruments that are being downgraded. 
 
Sovereign debt risks  
 
Investment in sovereign debt obligations issued or guaranteed by governments may be exposed to 
political, social and economic risks. In adverse situations, the sovereign issuers/guarantors may 
not be able or willing to repay the principal and/or interest when due or may request the Product to 
participate in restructuring such debts. The Product may suffer significant losses when there is a 
default of sovereign debt issuers/guarantors.  
 
Passive Investments Risk  

�7�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���³�D�F�W�L�Y�H�O�\���P�D�Q�D�J�H�G�´���D�Q�G�����X�Q�G�H�U���Q�R�U�P�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V�����W�K�H���0�D�Q�D�J�H�U���Z�L�O�O��
not adopt any temporary defensive position when the price of the Underlying Stock moves in an 
unfavourable direction. In such circumstances, Units of the Product will also decrease in value. 
Under extreme market circumstances, the Manager will adopt temporary defensive position for 
protection of the Product.  
 
Trading Difference Risks  

Premiums or discounts to the Net Asset Value may arise when the Product and its Underlying Stock 



 
 
 

trade on exchanges that are in different time zones. As the exchange of the Underlying Stock may 
�E�H���R�S�H�Q���Z�K�H�Q���W�K�H���8�Q�L�W�V���D�U�H���Q�R�W���S�U�L�F�H�G�����W�K�H���Y�D�O�X�H���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���S�R�U�W�I�R�O�L�R���P�D�\���F�K�D�Q�J�H���R�Q���G�D�\�V��
when investors will not be able to purchase or sell Units. On the other hand, if the exchange of the 
Underlying Stock is closed while the SEHK is open, this may affect the level of premium or discount 
of the trading price of the Product to its Net Asset Value. Volatility on the SEHK, as well as supply 
and demand for Units traded on the SEHK, may lead to the Units of the relevant Product trading at 
a premium or discount to the Net Asset Value. In case the trading of the Underlying Stock is 
suspended, the Product may encounter a higher level of premium or discount of the trading price 
of the Product to its Net Asset Value. The trading price of the Units may deviate significantly from 
Net Asset Value, particularly during volatile market conditions. 

Distributions Out Of or Effectively Out Of Capital Risk    

The Manager may, at its discretion make distributions out of capital. The Manager may also, at its 
discretion, make distributions out of gross income while all or part of the fees and expenses of a 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of the capital. Payment of distributions out of capital or effectively out of capital 
amo�X�Q�W�V���W�R���D���U�H�W�X�U�Q���R�U���Z�L�W�K�G�U�D�Z�D�O���R�I�� �S�D�U�W���R�I�� �D�Q���L�Q�Y�H�V�W�R�U�¶�V���R�U�L�J�L�Q�D�O���L�Q�Y�H�V�W�P�H�Q�W���R�U���I�U�R�P���D�Q�\���F�D�S�L�W�D�O��
gains attributable to that original investment. Any distributions involving payment of distributions out 
�R�I���R�U���H�I�I�H�F�W�L�Y�H�O�\���R�X�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���F�D�S�L�W�D�O���P�D�\���U�H�V�Xlt in an immediate reduction of the Net Asset 
�9�D�O�X�H���S�H�U���8�Q�L�W�����7�K�H���0�D�Q�D�J�H�U���P�D�\���D�P�H�Q�G���L�W�V���G�L�V�W�U�L�E�X�W�L�R�Q���S�R�O�L�F�\���V�X�E�M�H�F�W���W�R���W�K�H���6�)�&�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O��
�D�Q�G���E�\���J�L�Y�L�Q�J���Q�R�W���O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�� 

Proprietary Investment / Seed Money Risk  

The assets under management at any time during the life of the Product may include proprietary 
�P�R�Q�H�\�����R�U���³�V�H�H�G���P�R�Q�H�\�´�����L�Q�Y�H�V�W�H�G���E�\���R�Q�H���R�U���P�R�U�H���L�Q�W�H�U�H�V�W�H�G���S�D�U�W�L�H�V�����V�X�F�K���D�V���S�D�U�W�L�F�L�S�D�W�L�Q�J���G�H�D�O�H�U�V����
and such investment may constitute a significant portion of such assets under management. 
Investors should be aware that such an interested party may (i) hedge any of its investments in 
whole or part, thereby reducing or removing its exposure to the performance of the Product; and (ii) 
redeem its investment in the Product at any time, without notice to Unitholders. Such an interested 
party is under no obligation to take the interests of other Unitholders into account when making its 
investment decisions. There is no assurance that any such monies will continue to be invested in 
the Product by an interested party for any particular length of time. As many of the expenses of the 
Product are fixed, a higher amount of assets under management may reduce the expenses of the 
Product per Unit and a lower amount of assets under management may increase the expenses of 
the Product per Unit. As with any other redemption representing a material portion of the Product's 
assets under management, a significant redemption of any such proprietary investment may affect 
the management and/or performance of the Product and may, in certain circumstances (i) cause 
�U�H�P�D�L�Q�L�Q�J�� �L�Q�Y�H�V�W�R�U�V�¶�� �K�R�O�G�L�Q�J�V�� �W�R�� �U�H�S�U�H�V�H�Q�W�� �D�� �K�L�J�K�H�U�� �S�H�U�F�H�Q�W�D�J�H�� �R�I�� �W�K�H�� �1�H�W�� �$�V�V�H�W�� �9�D�O�X�H�� �R�I�� �W�K�H��
Product, (ii) cause other investors in the Product to redeem their investment, and/or (iii) lead the 
Manager, with the consultation of the Trustee, to determine that the Product, has become 
unmanageable and to consider taking exceptional measures, such as terminating the Product, in 
�D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �7�U�X�V�W�� �'�H�H�G���� �L�Q�� �Z�K�L�F�K�� �F�D�V�H�� �8�Q�L�W�K�R�O�G�H�U�V�¶�� �L�Qvestments would be redeemed in 
their entirety. 

Dual  Counter Trading R isks  

Dual Counter risk 

Investors without USD accounts may buy and sell HKD traded Units only. Such investors will not 
be able to buy or sell USD traded Units and should note that distributions are made in USD only. 

Inter-counter trading risk 

Although an investor may buy from one counter and sell the same on the other counter in the same 
day, it is possible that some brokers/intermediaries and Participants may not be familiar with and 



 
 
 

may not be able to (i) buy Units in one counter and to sell Units in the other, or (ii) trade Units in the 
USD counter and the HKD counter at the same time. In such case (i) to (ii), another broker, 
intermediary or Participant may need to be used. This may inhibit or delay dealing in the USD traded 
Units and HKD traded Units and may mean investors may only be able to trade their Units in one 
currency. Investors are recommended to check the readiness of their brokers/intermediaries in 
respect of the Dual Counter trading and inter-counter trading. 

Investors should therefore consult their brokers/intermediaries on the services that the 
brokers/intermediaries may provide in this regard along with the associated risks and fees. In 
particular, some brokers/intermediaries may not have in place systems and controls to facilitate 
inter-counter trading and/or inter-counter day trades. 

Difference in trading prices risk  

There is a risk that due to different factors such as market liquidity, market supply and demand in 
the respective counters and the exchange rate among USD and HKD, the market price on the 
SEHK of Units traded in USD may deviate significantly from the market price on the SEHK of Units 
traded in HKD. The trading price of USD traded Units or HKD traded Units is determined by market 
forces and so will not be the same as the trading price of Units multiplied by the prevailing rate of 
foreign exchange. Accordingly, when selling Units traded in USD or buying Units traded in USD, an 
investor may receive less or pay more than the equivalent amount in HKD if the trade of the relevant 
Units is in HKD and vice versa. There can be no assurance that the price of Units in each counter 
will be equivalent. 

Currency exchange risk  

Investors who bought Units on the HKD counter may be subject to currency exchange risk as the 
assets of the Product are denominated in USD and the Net Asset Value of the Product will be 
calculated in USD. 

USD Distributions Risk   

Investors should note that where a Unitholder holds Units traded under the HKD counter, the 
relevant Unitholder will only receive distributions in USD and not HKD. In the event the relevant 
Unitholder has no USD account, the Unitholder may have to bear the fees and charges associated 
with the conversion of such dividend from USD into HKD or any other currency. Unitholders are 
advised to check with their brokers concerning arrangements for distributions. 

Appendix dated 10 June 2026  
 
 
 
 



   
 

APPENDIX 15: CSOP TESLA DAILY ( -2X) INVERSE PRODUCT 

 
Key Information  

Set out below is a summary of key information in respect of the CSOP Tesla Daily (-2x) Inverse 
Product (the �³�3�U�R�G�X�F�W�´�� which should be read together with the full text of this Appendix and the 
Prospectus. 

Investment Objective  

To provide investment results that, before fees and 

expenses, closely correspond to the two times inverse 

(-2x) of the Daily performance of the common stock of 

Tesla, Inc. (NASDAQ: TSLA) 

Underlying Stock  Tesla, Inc. (NASDAQ: TSLA) 

Initial Offer Period  

9:00 a.m. (Hong Kong time) of 19 March 2025 to 4:30 

p.m. (Hong Kong time) of 20 March 2025, or such other 

date as the Manager may determine 

Initial Issue Date  
21 March 2025, or such other date as the Manager may 

determine  

Issue Price during the Initial 

Offer Period  
USD10 

Listing Date (SEHK)  
Expected to be 24 March 2025, but may be postponed 

by the Manager to a date no later than 24 April 2025 

Exchange Listing  SEHK �± Main Board 

Stock Code  
USD Counter: 9366 

HKD Counter: 7366 

Short Stock Name  
USD Counter: XI2CSOPTSLA-U 

HKD Counter: XI2CSOPTSLA 

Trading Board Lot Size  
USD Counter: 10 Units 

HKD Counter: 10 Units 

Base Currency  USD 

Trading Currenc ies  
USD Counter: US Dollars (USD) 

HKD Counter: Hong Kong Dollars (HKD) 

Distribution Policy  
The Manager intends to distribute income to 
Unitholders annually (in December) having regard to 
the Product�¶s net income after fees and costs.  



   
 

Further, the Manager may, at its discretion, pay 
distributions out of capital or out of gross income while 
all or part of the fees and expenses are charged to 
capital, resulting in an increase in distributable income 
for the payment of distributions and therefore, 
distributions may be paid effectively out of capital. 

There is no guarantee of any regular distribution. 

All Units will receive distributions in the base currency 
(USD) only. 

Creation/Redemption Policy  Cash (USD) only 

Application Unit Size (only by or 

through Participating Dealers)  
Minimum 50,000 Units (or multiples thereof) 

Dealing Deadline  

5:30 p.m. (Hong Kong time) on the relevant Dealing 

Day, or such other time as the Manager (with the 

approval of the Trustee) may determine  

Management Fee  Currently 1.6% per year of the Net Asset Value  

Financial Year End  

31 December (The first financial year-end of the Product 

will be 31 December 2025. The first audited accounts 

and the first semi-annual unaudited interim reports of the 

Product will be for the period ending 31 December 2025 

and 30 June 2026 respectively.)  

Website  https://www.csopasset.com/en/products/hk-tsla-2i 

 

What is the Investment Objective?  

The investment objective of the Product is to provide investment results that, before fees and 
expenses, closely correspond to the two times inverse (-2x) of the Daily performance of the 
common stock of Tesla, Inc. (NASDAQ: TSLA) ���W�K�H���³Underlying Stock �´��. The Product does not 
seek to achieve its stated investment objective over a period of time greater than one day . 

What is the Investment S trategy?   

The Product seeks to achieve its investment objective by using a Swap-based synthetic 
replication strategy as discussed below. 

The investment strategy of the Product is subject to the investment and borrowing restrictions set 
out in Part 1 of this Prospectus. 

�6�Z�D�S���E�D�V�H�G���V�\�Q�W�K�H�W�L�F���U�H�S�O�L�F�D�W�L�R�Q���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\ 

�6�\�Q�W�K�H�W�L�F���5�H�S�O�L�F�D�W�L�R�Q���X�V�L�Q�J���6�Z�D�S 

The Product will enter into more than one partially-funded Swaps (which are over-the counter 
financial derivative instruments entered into with more than one Swap Counterparties) whereby 
the Product will provide a portion of the net proceeds from subscription from the issue of the Units 

 

https://www.csopasset.com/en/products/hk-tsla-2i


   
 

�D�V���L�Q�L�W�L�D�O���P�D�U�J�L�Q�����³�,�Q�L�W�L�D�O���$�P�R�X�Q�W�´�����W�R���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�L�H�V���Z�K�L�F�K���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q��
appointed by the Trustee in segregated accounts and will only be transferred to the Swap 
Counterparties when the Product defaults and in return the Swap Counterparties will provide the 
Product with an exposure to the Underlying Stock (net of transaction costs). 

Initial Amount 

No more than 65% of the Net Asset Value of the Product from time to time will be used as Initial 
Amount by way of cash and listed units of money market funds authorised by the SFC to acquire 
the Swaps. 

�8�Q�G�H�U�� �H�[�F�H�S�W�L�R�Q�D�O�� �F�L�U�F�X�P�V�W�D�Q�F�H�V�� ���H���J���� �L�Q�F�U�H�D�V�H�G��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\�� �L�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �W�X�U�E�X�O�H�Q�F�H������ �W�K�H��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �P�D�\�� �L�Q�F�U�H�D�V�H��
�V�X�E�V�W�D�Q�W�L�D�O�O�\���� �7�K�H�� �,�Q�L�W�L�D�O���$�P�R�X�Q�W�� �Z�L�O�O�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�X�V�W�R�G�L�D�Q�� �D�S�S�R�L�Q�W�H�G�� �E�\�� �W�K�H��
�7�U�X�V�W�H�H�� �Z�K�R�� �Z�L�O�O�� �K�R�O�G�� �W�K�H�� �D�P�R�X�Q�W�� �I�R�U�� �W�K�H�� �3�U�R�G�X�F�W�� �L�Q�� �G�H�V�L�J�Q�D�W�H�G�� �D�F�F�R�X�Q�W�V���� �D�Q�G�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���K�D�Y�H���D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���R�Y�H�U���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W�����D�Q�G���W�K�H���U�H�O�H�Y�D�Q�W���D�F�F�R�X�Q�W�V�����X�S�R�Q��
�V�X�F�K���W�U�D�Q�V�I�H�U�����7�K�H�U�H���L�V���Q�R���W�U�D�Q�V�I�H�U���R�I���O�H�J�D�O���W�L�W�O�H�����D�Q�G���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�P�D�L�Q�V���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�����E�X�W��
�D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���Z�L�O�O���E�H���F�U�H�D�W�H�G���W�K�H�U�H�X�S�R�Q���L�Q���I�D�Y�R�X�U���R�I���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 

Other investments 

Not less than 20% of the Net Asset Value (this percentage may be reduced proportionately under 
exceptional circumstances where there is a higher Initial Amount requirement, as described 
above) will be invested in cash (HKD or USD) and other HKD or USD denominated investment 
products, such as deposits with banks in Hong Kong and HKD or USD denominated short-term 
(i.e. maturity less than 3 years) investment-grade bonds and money market funds in accordance 
with the requirements of the Code. Yield in HKD or USD (as the case may be) from such cash 
�D�Q�G�� �L�Q�Y�H�V�W�P�H�Q�W�� �S�U�R�G�X�F�W�V�� �Z�L�O�O�� �E�H�� �X�V�H�G�� �W�R�� �P�H�H�W�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �I�H�H�V�� �D�Q�G�� �H�[�S�H�Q�V�H�V�� �D�Q�G�� �D�I�W�H�U��
deduction of such fees and expenses, the remainder will be distributed by the Manager to the 
Unitholders in USD.  

No more than 10% of the Net Asset Value may be invested in collective investment schemes 
which may be eligible schemes (as defined by the SFC) or authorised by the SFC in accordance 
with all the applicable requirements of the Code. For the avoidance of dou�E�W���� �W�K�H�� �3�U�R�G�X�F�W�¶�V��
investment in the money market funds mentioned in the preceding paragraph is not subject to 
this limit. Any investment in ETFs will be considered and treated as collective investment 
schemes for the purposes of and subject to the requirements in 7.11A and 7.11B of the Code.  

For the avoidance of doubt, the Product will not invest in collective investment schemes which 
are non-eligible schemes and not authorised by the SFC. 

All investments of the Product other than Swaps will comply with 7.36 to 7.38 of the Code. The 
Manager has no current intention to enter into any securities lending, repurchase and reverse 
repurchase or similar transaction in respect of the Product. 

Collateral 

Counterparty Exposure 

Collateral arrangements will be taken in relation to these derivative transactions with a view that 
the percentage of the counterparty risk exposure (expressed as a percentage of net assets) is 
reduced to zero. 
 
To collateralise the mark-to-market exposure under the relevant Swap, additional amounts will 
be transferred as variation margin (either by the Product to the Swap Counterparty or vice versa) 
on each business day during the Swap transaction.  Such variation margin will be transferred by 
way of title transfer, or by way of a security interest with a right of use (analogous to title transfer) 
granted thereon. During this process, the Manager will manage the Product to ensure that the 
collateral held by the Product will represent at least 100% of the �3�U�R�G�X�F�W�¶�V gross total counterparty 
risk exposure and be maintained, marked-to-market on a daily basis, with a view to ensuring that 



   
 

there is no uncollateralised counterparty risk exposure at the end of a trading day (subject to  
intra-day price movements, market risk and settlement risk etc.). If the collateral held by the 
�3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I��
any trading day T, by the end of that trading day T, the Manager will generally require that each 
Swap Counterparty deliver additional collateral assets (i.e. variation margin) to make up for the 
difference in value, with the settlement of such delivery expected to occur on or before trading 
day T+2. 
 
Each Swap Counterparty will deliver collateral with a view to reduce the net exposure of the 
Product to each counterparty to 0% (zero per cent), although a minimum transfer amount of up 
to USD250,000 (or currency equivalent) will be applicable. 
 
Diagrammatic Illustration of Synthetic Replication Strategy 
 
Please see below a diagram illustrating the operation of the swap-based synthetic replication 
investment strategy above: 
 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 

�
���7�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���V�X�E�M�H�F�W���W�R���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W�� 

 
Swap Transaction 
 
Each Swap is documented by a confirmation which supplements, forms part of and is governed 
by a 2002 ISDA Master Agreement with schedule thereto (together with an ISDA Credit Support 
Annex and/or ISDA Credit Support Deed in respect thereof), in each case, entered into by the 
Trustee on behalf of the Product and the Swap Counterparty. ISDA documentation is published 
by the International Swaps and Derivatives Association, Inc. 
 
Prior to commencing any transaction with a Swap Counterparty under a Swap, the Manager has 
obtained (if such Swap Counterparty is an existing swap counterparty) or will obtain (if such Swap 
Counterparty is a new swap counterparty) legal opinions or such other confirmations or 
assurances from the Swap Counterparties reasonably acceptable to the Product, confirming that 
(a) such Swap Counterparty has the capacity and authority to enter into the relevant Swap and 
(b) the obligations expressed to be assumed by such Swap Counterparty under the relevant Swap 
constitute legal, valid, binding obligations of the Swap Counterparty enforceable against it in 
accordance with their terms. The enforceability of the termination, bilateral close-out netting and 
multibranch netting provisions in the 2002 ISDA Master Agreement in the relevant jurisdictions in 
which enforcement action may be brought is covered by standard netting opinions commissioned 
�E�\���,�6�'�$�����,�Q���U�H�V�S�H�F�W���R�I���H�D�F�K���6�Z�D�S�����Q�R�Q�H���R�I���W�K�H���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U���W�K�H���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´��

�6�Z�D�S�� 

�� 

�&�X�V�W�R�G�L�D�Q���K�R�O�G�V���W�K�H��
�F�R�O�O�D�W�H�U�D�O���R�Q���E�H�K�D�O�I���R�I��

�W�K�H���3�U�R�G�X�F�W�
 

�� 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\ �3�U�R�G�X�F�W 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���S�U�R�Y�L�G�H�V���W�R���3�U�R�G�X�F�W���D�Q���H�[�S�R�V�X�U�H��

�W�R���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H���������[�����R�I���W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I��

�W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����Q�H�W���R�I���W�U�D�Q�V�D�F�W�L�R�Q���F�R�V�W�V�� 
 

�7�K�H�� �3�U�R�G�X�F�W�� �S�U�R�Y�L�G�H�V�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�H��

�,�Q�L�W�L�D�O�� �$�P�R�X�Q�W�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��

�D�S�S�R�L�Q�W�H�G���E�\���W�K�H���7�U�X�V�W�H�H���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���D�Q�G��

�Z�L�O�O�� �R�Q�O�\�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\��

�Z�K�H�Q���W�K�H���3�U�R�G�X�F�W���G�H�I�D�X�O�W�V 

�� 
�(�D�F�K���S�D�U�W�\���S�U�R�F�X�U�H�V���F�R�O�O�D�W�H�U�D�O�����L���H�����Y�D�U�L�D�W�L�R�Q���P�D�U�J�L�Q�����W�R���E�H��

�G�H�O�L�Y�H�U�H�G���W�R���W�K�H���R�W�K�H�U���S�D�U�W�\���Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H��

�L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���P�D�U�N���W�R���P�D�U�N�H�W���U�L�V�N���H�[�S�R�V�X�U�H���D�W���W�K�H��

�H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\ 



   
 

contained in the 2002 ISDA Master Agreement has been disapplied in respect of the relevant 
Swap Counterparty (although some of them have been amended to reflect the nature of the Swap 
�&�R�X�Q�W�H�U�S�D�U�W�\�����W�K�H���7�U�X�V�W�H�H���D�Q�G���W�K�H���3�U�R�G�X�F�W���D�Q�G���F�H�U�W�D�L�Q���³�$�G�G�L�W�L�R�Q�D�O���7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´���K�D�Y�H���D�O�V�R��
been inserted in respect of the Trustee and the Product). The Trustee (on behalf of the Product) 
�K�D�V���W�K�H���U�L�J�K�W�����L�Q���W�K�H���H�Y�H�Q�W���R�I���L�Q�V�R�O�Y�H�Q�F�\���R�U���W�K�H���R�F�F�X�U�U�H�Q�F�H���R�I���F�H�U�W�D�L�Q���R�W�K�H�U���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U��
�³�7�H�U�P�L�Q�D�W�L�R�Q�� �(�Y�H�Q�W�V�´�� �R�I�� �W�K�H�� �6�Z�D�S�� �&�Runterparty that are continuing at the relevant time, to 
terminate the Swap on behalf of the Product at any time (such termination may take effect 
immediately) and without any approval from the Swap Counterparty. 
 
The actual termination events vary according to the negotiation between the Manager and each 
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����7�K�H���I�R�O�O�R�Z�L�Q�J�V���D�U�H���V�R�P�H���H�[�D�P�S�O�H�V���R�I���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´�� 

 
(a) decline in the Net Asset Value of the Product to a prescribed triggering level;  

  
(b) illegality of other similar events which affects the ability of the Swap Counterparty or the 

Product to perform its obligations under the Swap agreement; 
 

(c) change of Manager or Trustee; and 
 

(d) termination of the Product.  
 
Criteria for Selection of Swap Counterparty  
 
In selecting a Swap Counterparty (or a replacement Swap Counterparty), the Manager will have 
regard to a number of criteria, including but not limited to the fact that the prospective Swap 
Counterparty or its guarantor is a substantial financial institution (as defined under the Code) 
subject to an on-going prudential and regulatory supervision,��or such other entity acceptable to 
the SFC under the Code. The Manager may also impose such other selection criteria as it 
considers appropriate. A Swap Counterparty must be independent of the Manager.  
 
As at the date of this Prospectus, the Swap Counterparties to the Product and their guarantors 
(where relevant) are:  
 
Swap Counterparty  Place of incorporation of 

the Swap Counterparty  
�6�W�D�Q�G�D�U�G�� �	�� �3�R�R�U�¶�V�� �F�U�H�G�L�W��
rating  

J.P.Morgan Securities PLC United Kingdom �$�$�� 

Societe Generale France A 

HSBC Bank Plc United Kingdom A- 

 
The Manager will publish, inter alia, the latest list of the identity of the Swap Counterparty of the 
�3�U�R�G�X�F�W�����D�V���Z�H�O�O���D�V���W�K�H���3�U�R�G�X�F�W�¶s gross and net exposure to each such Swap Counterparty, on 
�W�K�H���0�D�Q�D�J�H�U�¶�V���Z�H�E�V�L�W�H���D�W https://www.csopasset.com/en/products/hk-tsla-2i (which has not been 
reviewed by the SFC). 

Collateral Arrangements 

The Manager seeks the provision of collateral to mitigate potential counterparty risks, with a view 
to ensuring that there is no uncollateralized counterparty risk exposure subject to the minimum 
�W�U�D�Q�V�I�H�U���D�P�R�X�Q�W�V���G�H�V�F�U�L�E�H�G���L�Q���W�K�H���V�H�F�W�L�R�Q���K�H�D�G�H�G���³�&�R�X�Q�W�H�U�S�D�U�W�\���(�[�S�R�V�X�U�H�´���D�E�R�Y�H. The collateral 
held by the Product should represent at least 100% of the Product�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
exposure towards the Swap Counterparties, with the value of the collateral marked to market by 

https://www.csopasset.com/en/products/hk-tsla-2i


   
 

the end of each trading day. Where collateral taken is in the nature of cash and/or government 
bonds, the market value of such cash and/or government bond collateral should represent at least 
100% of the related gross counterparty risk exposure towards the Swap Counterparties.   
 
Collateral may take such form as the Manager considers appropriate, and currently it is in the 
form of bonds and/or cash. If a Swap Counterparty becomes insolvent, or if a Swap Counterparty 
fails to pay any sum payable under the Swap when due and after a demand has been made, or 
if other events of default specified in the relevant swap agreement occur, the Product, subject to 
the terms of the swap agreement, shall be entitled to enforce the relevant collateral and obtain 
full title thereof. In such instances, the Product�¶�V���R�E�O�L�J�D�W�L�R�Q�V���W�R���U�H�W�X�U�Q���W�K�H���F�R�O�O�D�W�H�U�D�O���Z�L�O�O���E�H���R�I�I�V�H�W��
�D�J�D�L�Q�V�W���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���R�E�O�L�J�D�W�L�R�Q���W�R���S�D�\���X�Q�G�H�U���W�K�H���V�Z�D�S���D�J�U�H�H�P�H�Q�W��  
 
The Manager has adopted measures to monitor the eligibility criteria and valuation of collateral 
provided to the Product on an ongoing basis.  
 
Collaterals taken by the Product shall comply with all applicable requirements under the Code, 
including Chapter 8.8(e) of the Code as supplemented by such other guidance from the SFC from 
time to time.  
 
The following criteria will be observed when accepting assets as collaterals for the Product: 
liquidity, daily valuation, credit quality, price volatility, diversification, correlation, management of 
operational and legal risks, enforceability, not being availability for secondary recourse and 
involving no structured product. Only cash collateral will be reinvested in accordance with the 
collateral policy set out in Part 1 of this Prospectus.   
 
The details of the collateral requirements required under the Code and the collateral policy of the 
Trust and the Product are set out in Part 1 of this Prospectus. 
 
Collateral provided to the Product must be held by the Trustee or any custodian duly appointed 
by the Trustee.  
 
�'�H�W�D�L�O�V�� �R�I�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �P�D�Q�D�J�H�P�H�Q�W�� �S�R�O�L�F�\�� �F�D�Q�� �E�H�� �I�R�X�Q�G�� �D�W�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H���D�W��
�K�W�W�S�V�������Z�Z�Z���F�V�R�S�D�V�V�H�W���F�R�P���H�Q���S�U�R�G�X�F�W�V���K�N���W�V�O�D�����L�����Z�K�L�F�K���K�D�V���Q�R�W���E�H�H�Q���U�H�Y�L�H�Z�H�G���E�\���W�K�H���6�)�&��.  
 
�7�K�H���3�U�R�G�X�F�W�¶�V��net derivative exposure may be more than 100% of its Net Asset Value. 

The Product's net derivative exposure to financial derivative instruments will not exceed -202% of 
its Net Asset Value (i) at the time of Daily rebalancing of the Product, (ii) between Daily rebalancing, 
unless due to market movements.  

Swap Fees  

�7�K�H���3�U�R�G�X�F�W���Z�L�O�O���E�H�D�U���W�K�H���V�Z�D�S���I�H�H�V�����Z�K�L�F�K���L�Q�F�O�X�G�H�V���D�O�O���F�R�V�W�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���6�Z�D�S���W�U�D�Q�V�D�F�W�L�R�Q�V��
�D�Q�G���D�U�H���V�X�E�M�H�F�W���W�R���W�K�H���G�L�V�F�X�V�V�L�R�Q���D�Q�G���F�R�Q�V�H�Q�V�X�V���E�H�W�Z�H�H�Q���W�K�H���0�D�Q�D�J�H�U���D�Q�G���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\��
�E�D�V�H�G���R�Q���W�K�H���D�F�W�X�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V���R�Q���D���F�D�V�H���E�\���F�D�V�H���E�D�V�L�V�����7�K�H���V�Z�D�S���I�H�H�V���U�H�S�U�H�V�H�Q�W���D��
�Y�D�U�L�D�E�O�H�� �V�S�U�H�D�G�� ���Z�K�L�F�K�� �F�D�Q�� �E�H�� �S�R�V�L�W�L�Y�H�� �R�U�� �Q�H�J�D�W�L�Y�H���� �S�O�X�V���6�2�)�5���Z�K�L�F�K�� �U�H�I�O�H�F�W�V���W�K�H�� �E�U�R�N�H�U�D�J�H��
�F�R�P�P�L�V�V�L�R�Q�� �D�Q�G���W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �L�Q�� �R�U�G�H�U�� �W�R��
�S�U�R�Y�L�G�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���� 

�,�I���W�K�H���V�Z�D�S���I�H�H�����6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���S�R�V�L�W�L�Y�H���I�L�J�X�U�H�����W�K�H�Q���L�W���Z�L�O�O���E�H���E�R�U�Q�H���E�\���W�K�H���3�U�R�G�X�F�W���D�Q�G���P�D�\��
�K�D�Y�H���D�Q���D�G�Y�H�U�V�H���L�P�S�D�F�W���R�Q���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H���D�Q�G���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����D�Q�G���P�D�\���U�H�V�X�O�W��
�L�Q�� �D�� �Q�H�J�D�W�L�Y�H�� �L�P�S�D�F�W�� �R�Q�� �W�K�H�� �W�U�D�F�N�L�Q�J�� �G�L�I�I�H�U�H�Q�F�H�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W���� �2�Q�� �W�K�H�� �F�R�Q�W�U�D�U�\���� �L�I�� �W�K�H�� �V�Z�D�S���I�H�H��
���6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���Q�H�J�D�W�L�Y�H���I�L�J�X�U�H�����W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���S�D�\���W�K�H���V�Z�D�S���I�H�H���W�R���W�K�H���3�U�R�G�X�F�W��
�D�Q�G���P�D�\���O�H�D�G���W�R���D���S�R�V�L�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���W�U�D�F�N�L�Q�J���G�L�I�I�H�U�H�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����F�X�U�U�H�Q�W�O�\���W�K�H���V�Z�D�S���I�H�H�V��
�D�U�H���H�[�S�H�F�W�H�G���W�R���U�D�Q�J�H���I�U�R�P�����������������W�R���������������S�H�U���D�Q�Q�X�P���R�I���W�K�H���6�Z�D�S���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W�����L���H�����I�U�R�P����
�������������W�R������ �����������S�H�U���D�Q�Q�X�P���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����7�K�L�V���L�V���D���E�H�V�W���H�V�W�L�P�D�W�H���R�Q�O�\���D�Q�G���P�D�\��
�G�H�Y�L�D�W�H�� �I�U�R�P�� �W�K�H�� �D�F�W�X�D�O�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V������ �,�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V�� �D�Q�G�� �H�[�F�H�S�W�L�R�Q�D�O��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���� �W�K�H�� �E�U�R�N�H�U�D�J�H�� �F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I���I�L�Q�D�Q�F�L�Q�J�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���K�H�G�J�H���P�D�\���L�Q�F�U�H�D�V�H���V�L�J�Q�L�I�L�F�D�Q�W�O�\���D�Q�G���L�Q���U�H�W�X�U�Q���L�Q�F�U�H�D�V�H���W�K�H���V�Z�D�S���I�H�H�V�����:�K�H�Q���W�K�H���D�F�W�X�D�O��
�V�Z�D�S�� �I�H�H�� �O�H�Y�H�O�� �H�[�F�H�H�G�V���W�K�H�� �G�L�V�F�O�R�V�H�G�� �O�H�Y�H�O���� �W�K�H�� �0�D�Q�D�J�H�U�� �Z�L�O�O�� �L�V�V�X�H�� �Q�R�W�L�F�H�� �W�R�� �W�K�H���L�Q�Y�H�V�W�R�U�V�����7�K�H��

https://www.csopasset.com/en/products/hk-tsla-2i


   
 

�3�U�R�G�X�F�W�� �V�K�D�O�O�� �E�H�D�U�� �W�K�H�� �V�Z�D�S�� �I�H�H�V�� ���L�Q�F�O�X�G�L�Q�J�� �D�Q�\�� �F�R�V�W�V�� �D�V�V�R�F�L�D�W�H�G�� �Z�L�W�K�� �W�K�H�� �H�Q�W�H�U�L�Q�J�� �L�Q�W�R���� �R�U��
�X�Q�Z�L�Q�G�L�Q�J�� �R�U�� �P�D�L�Q�W�H�Q�D�Q�F�H�� �R�I���� �D�Q�\�� �K�H�G�J�L�Q�J�� �D�U�U�D�Q�J�H�P�H�Q�W�V�� �L�Q���U�H�V�S�H�F�W���R�I�� �V�X�F�K�� �6�Z�D�S�V�������6�Z�D�S�� �I�H�H�V��
�D�U�H�� �D�F�F�U�X�H�G�� �G�D�L�O�\�� �D�Q�G�� �V�S�U�H�D�G�� �R�X�W�� �R�Y�H�U�� �W�K�H�� �P�R�Q�W�K�����7�K�H�� �P�D�[�L�P�X�P�� �X�Q�Z�L�Q�G�L�Q�J�� �I�H�H�� �S�D�\�D�E�O�H�� �E�\�� �W�K�H��
�3�U�R�G�X�F�W���L�V�������E�S�V���S�H�U���W�U�D�Q�V�D�F�W�L�R�Q���R�Q���W�K�H���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W���R�I���W�K�H���6�Z�D�S���X�Q�Z�R�X�Q�G�� 

The Manager will disclose the swap fees in the semi-annual and annual financial reports of the 
Product. The swap fees will be borne by the Product and hence may have an adverse impact on 
the Net Asset Value and the performance of the Product, and may result in higher tracking error.  

Daily rebalancing of the Produc t 

The Product will rebalance its position on a day when the SEHK and the NASDAQ are open for 
trading (i.e. a Business Day). On such days the Product will seek to rebalance its portfolio at or 
around the close of trading of the NASDAQ, by decreasing exposure in response to the Underlying 
Stock�¶�V���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H����-2x) Daily gains or increasing exposure in response to the Underlying 
Stock�¶�V�� �W�Z�R�� �W�L�P�H�V�� �L�Q�Y�H�U�V�H�� ��-2x) Daily losses, so that its Daily inverse exposure ratio to the 
Underlying Stock is consistent with �W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���� 

The table below illustrates how the Product as an inverse product will rebalance its position 
following the movement of the price of the underlying Stock by the end of trading of the relevant 
markets.  Assuming that the initial Net Asset Value of the Product is 100 on day 0, the Product will 
need to have an exposure of -200 to meet the objective of the Product. If the price of the Underlying 
Stock decreases by 10% during the day, the Net Asset Value of the Product would have increased 
to 120, making the exposure of the Product -180. As the Product needs an exposure of -240, which 
is -2x the Product�¶�V��Net Asset Value at closing, the Product will need to rebalance its position by 
an additional -60.  Day 1 illustrates the rebalancing requirements if the price of the Underlying 
Stock increases by 5% on the subsequent day.   

  Calculation  Day 0 Day 1 Day 2 

(a) Initial Product NAV   ������  ������  ������  

(b) Initial exposure (b) = (a) × -2 ��������  ��������  ��������  

(c) Daily change of price of Underlying 
Stock (%)   ��������  ����  ������  

(d) Profit / loss on exposure (d) = (b) × (c)  ����  ������  �������� 

(e) Closing Product NAV (e) = (a) + (d) ������  ������  ���������� 

(f) Exposure (f) = (b) × (1+(c))  ��������  ��������  ������������ 

(g) Target exposure to maintain 

inverse ratio (g) = (e) × -2 
��������  ��������  ������������ 

(h) Required rebalancing amounts (h) = (g) - (f) ������  ����  ���������� 

 
The above figures are calculated before fees and expenses.   
 
Underlying Stock  

Tesla, Inc. is an automotive and clean energy company that designs, manufactures, and sells 
�H�O�H�F�W�U�L�F���Y�H�K�L�F�O�H�V�����(�9�V�������E�D�W�W�H�U�\���H�Q�H�U�J�\���V�W�R�U�D�J�H���V�\�V�W�H�P�V�����D�Q�G���V�R�O�D�U���H�Q�H�U�J�\���S�U�R�G�X�F�W�V�����7�K�H���F�R�P�S�D�Q�\�¶�V��
product lineup includes electric cars as well as energy storage solutions. Tesla, Inc. is also engaged 
in the development of autonomous driving technology and related software. Tesla, Inc. is listed on 
the NASDAQ, a stock exchange based in the United States. 

Borrowing policy  and restriction  

Borrowing against the assets of the Product is allowed up to a maximum of 10% of its latest 
available Net Asset Value, only on a temporary basis for the purposes of meeting redemption 



   
 

requests or defraying operating expenses.  

�&�R�P�S�D�U�L�V�R�Q���E�H�W�Z�H�H�Q���W�K�H���S�H�U�I�R�U�P�D�Q�F�H�� �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���D�Q�G�� �W�K�H�� �W�Z�R���W�L�P�H�� �L�Q�Y�H�U�V�H��
�S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���I�R�U���D���S�H�U�L�R�G���O�R�Q�J�H�U���W�K�D�Q���R�Q�H���G�D�\�����L���H�����F�R�P�S�D�U�L�V�R�Q���R�I��
�W�K�H���S�R�L�Q�W���W�R���S�R�L�Q�W���S�H�U�I�R�U�P�D�Q�F�H���� 

�7�K�H���3�U�R�G�X�F�W�¶�V���R�E�M�H�F�W�L�Y�H���L�V���W�R���S�U�R�Y�L�G�H���U�H�W�X�U�Q�V���Z�K�L�F�K���D�U�H���R�I���D���S�U�H�G�H�W�H�U�P�L�Q�H�G���L�Q�Y�H�U�V�H���I�D�F�W�R�U���������[�����R�I��
�W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���V�X�F�K�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���Q�R�W���W�U�D�F�N��
�����[�� �W�K�H�� �D�F�F�X�P�X�O�D�W�L�Y�H�� �U�H�W�X�U�Q���R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���R�Y�H�U�� �D�� �S�H�U�L�R�G�� �J�U�H�D�W�H�U�� �W�K�D�Q�������%�X�V�L�Q�H�V�V�� �'�D�\����
�7�K�L�V���P�H�D�Q�V���W�K�D�W���W�K�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���R�I���W�L�P�H���J�U�H�D�W�H�U���W�K�D�Q���D���V�L�Q�J�O�H���G�D�\��
�P�X�O�W�L�S�O�L�H�G���E�\���������������J�H�Q�H�U�D�O�O�\���Z�L�O�O���Q�R�W���H�T�X�D�O���������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���R�Y�H�U���W�K�D�W���V�D�P�H��
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Scenario  2:  Downward trending market  

�,�Q�� �D�� �F�R�Q�W�L�Q�X�R�X�V�� �G�R�Z�Q�Z�D�U�G�� �W�U�H�Q�G���� �Z�K�H�U�H�� �W�K�H���S�U�L�F�H�� �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���I�D�O�O�V�� �V�W�H�D�G�L�O�\�� �I�R�U�� �P�R�U�H��
�W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\�����W�K�H���3�U�R�G�X�F�W�¶�V���D�F�F�X�P�X�O�D�W�H�G���J�D�L�Q�V���Z�L�O�O���E�H���J�U�H�D�W�H�U���W�K�D�Q�������[���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H��
�U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���L�O�O�X�V�W�U�D�W�H�G���L�Q���W�K�H���V�F�H�Q�D�U�L�R���E�H�O�R�Z�����Z�K�H�U�H���D�Q���L�Q�Y�H�V�W�R�U���K�D�V���L�Q�Y�H�V�W�H�G��
�L�Q�� �W�K�H�� �3�U�R�G�X�F�W�� �R�Q�� �G�D�\�� ���� �D�Q�G�� �W�K�H���S�U�L�F�H�� �R�I�� �W�K�H���8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���I�D�O�O�V�� �E�\�� �������� �G�D�L�O�\�� �I�R�U�� ���� �%�X�V�L�Q�H�V�V��
�'�D�\�V�����E�\���G�D�\�������W�K�H���3�U�R�G�X�F�W���Z�R�X�O�G���K�D�Y�H���D�Q���D�F�F�X�P�X�O�D�W�H�G���J�D�L�Q���R�I�������� �������F�R�P�S�D�U�H�G���Z�L�W�K���D������ �����J�D�L�Q��
�Z�K�L�F�K���L�V�������[���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�� 

  

 
Daily return  

of 
Underlying 

Stock  

Price of 
Underlying 

Stock  

Accumulative 
return  of 

Underlying 
Stock  

-2x Inverse 
product  

Daily return  

-2x Inverse 
product  

NAV 

-2x Inverse 
product  

accumulative 
return  

-2x of 
accumulative 

return  of 
Underlying 

Stock  Difference  
Day 

0   ������������     ������������       

Day 
1 ��������  ���������� ��������  ������  ������������ ������  ������  ����  

Day 
2 ��������  ���������� ��������  ������  ������������ ������  ������  ����  

Day 
3 ��������  ���������� ��������  ������  ������������ ������  ������  ������  

Day 
4 ��������  ���������� ��������  ������  ������������ ��������  ������  ������  

 
�7�K�H���F�K�D�U�W���E�H�O�R�Z���I�X�U�W�K�H�U���L�O�O�X�V�W�U�D�W�H�V���W�K�H���G�L�I�I�H�U�H�Q�F�H���E�H�W�Z�H�H�Q�����L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L���������[���W�K�H��
�D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G�����L�L�L�����D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N����
�L�Q���D���F�R�Q�W�L�Q�X�R�X�V���G�R�Z�Q�Z�D�U�G���P�D�U�N�H�W���W�U�H�Q�G���R�Y�H�U���D���S�H�U�L�R�G���J�U�H�D�W�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\�� 

 

0% 0%

6%

17%

34%

0%

5%

10%

15%

20%

25%

30%

35%

40%

Day 0 Day 1 Day 2 Day 3 Day 4

Difference between (a) and (b)

Difference between (a) and
(b)

0%
-10%

-19%
-27%

-34%

0% 20%

38%

54%
69%

0%

20%

44%

73%

107%

-60%

-40%

-20%

0%

20%

40%

60%

80%

100%

120%

Day 0 Day 1 Day 2 Day 3 Day 4

Performance
Underlying Stock
accumulative return

-2x of Underlying
Stock accumulative
return (b)

-2x Inverse product
accumulative return
(a)

39%
difference



   
 

�7�K�H���F�K�D�U�W���E�H�O�R�Z���V�H�W�V���R�X�W���W�K�H���G�L�I�I�H�U�H�Q�F�H���E�H�W�Z�H�H�Q�����D���������[���L�Q�Y�H�U�V�H���S�U�R�G�X�F�W���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���D�Q�G��
���E���������[���R�I���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���L�Q���W�K�L�V���V�F�H�Q�D�U�L�R�� 

 

Scenario  3:  Volatile upward trend  
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Scenario  4: Volatile downward trend  

In a volatile downward trend, where the price �R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N generally moves downward 
�R�Y�H�U���D���S�H�U�L�R�G���O�R�Q�J�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\���E�X�W���Z�L�W�K���G�D�L�O�\���Y�R�O�D�W�L�O�L�W�\�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\��
�E�H���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W�H�G���L�Q���W�K�D�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���I�D�O�O���V�K�R�U�W���R�I��-2x the accumulative return 
of the �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N. As illustrated in the scenario below, where the price �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N falls by 7% over 5 Business Days but with daily volatility, the Product would have an 
accumulated loss of 0.2%, compared with a 15% gain which is -2x the accumulative return �R�I���W�K�H��
�8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N. 
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The chart below further illustrates the difference between ���L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L���������[���W�K�H��
�D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G�����L�L�L�����D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N����
in a volatile downward market trend over a period greater than 1 Business Day.  
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Scenario  5:  Volatile market with flat performance  of the Underlying Stock  

�,�Q���D���Y�R�O�D�W�L�O�H���P�D�U�N�H�W���Z�L�W�K���I�O�D�W���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����W�K�H���D�I�R�U�H�P�H�Q�W�L�R�Q�H�G���F�R�P�S�R�X�Q�G�L�Q�J��
�F�D�Q�� �K�D�Y�H�� �D�Q�� �D�G�Y�H�U�V�H�� �H�I�I�H�F�W�� �R�Q�� �W�K�H�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�I�� �W�K�H���3�U�R�G�X�F�W�����$�V�� �L�O�O�X�V�W�U�D�W�H�G�� �E�H�O�R�Z���� �H�Y�H�Q�� �L�I�� �W�K�H��
�8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���K�D�V���U�H�W�X�U�Q�H�G���W�R���L�W�V���S�U�H�Y�L�R�X�V���S�U�L�F�H�����W�K�H���3�U�R�G�X�F�W���P�D�\���O�R�V�H���Y�D�O�X�H�� 
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The chart below further illustrates the difference between ���L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L���������[���W�K�H��
�D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G�����L�L�L�����D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q�����R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N��
in a volatile market with flat performance �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N over a period greater than 1 
Business Day.   

 

 

The chart below sets out the difference between (a) -2x inverse product accumulative return and 
(b) -2x of accumulative return of the Underlying Stock in this scenario. 
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As explained above, the Product tracks the two times inverse (-2x) performance of the �8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N, if observed on a Daily basis. However, due to path dependency of the performance of the 
Underlying Stock and the two times inverse (-2x) Daily performance of the Underlying Stock, when 
comparing the performance of the Underlying Stock and the -2x performance of the Underlying 
Stock for a period longer than one day (i.e. comparison of the point-to-point performance), the 
historical -2x performance of the Underlying Stock will not be equal to the simple -2x performance 
of the Underlying Stock over the same period of time. 
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Exchange Listing and T rading ( Secondary M arket)  

Application has been made to the Listing Committee of the SEHK for the listing of, and permission 
to deal in the Units traded in USD and HKD. 

Units are neither listed nor dealt on any other stock exchange and no application for such listing or 
permission to deal is being sought as at the date of this Prospectus. Application may be made in 
the future for a listing of Units on one or more other stock exchanges. Investors�¶ attention is drawn 
�W�R�� �W�K�H�� �V�H�F�W�L�R�Q�� �H�Q�W�L�W�O�H�G�� �³�(�[�F�K�D�Q�J�H�� �/�L�V�W�L�Q�J�� �D�Q�G�� �7�U�D�G�L�Q�J�� ���6�H�F�R�Q�G�D�U�\�� �0�D�U�N�H�W���´�� �L�Q�� �3�D�U�W�� ���� �R�I�� �W�K�L�V 
Prospectus for further information. 

Dealings on the SEHK in Units traded in USD and HKD are expected to begin on 24 March 2025.  

Participating Dealers should note that they will not be able to sell or otherwise deal in the Units on 
the SEHK until dealings begin on the SEHK. 

Dual  Counter Trading  

The Manager has arranged for Units to be available for trading on the secondary market on the 
SEHK under a Dual Counter arrangement. Units are denominated in USD. Despite the Dual 
Counter arrangement, the creation of new Units and redemption of Units in the primary market are 
settled in USD only. The Product offers 2 trading counters on the SEHK (i.e. HKD counter and USD 
counter) to investors for secondary trading purposes. Units traded in HKD counter will be settled in 
HKD and Units traded in USD counter will be settled in USD. Apart from settlement in different 
currencies, the trading prices of Units in the 2 counters may be different. 

Units traded on both counters are of the same class��and share the same ISIN, and all Unitholders 
of both counters are treated equally. The 2 counters will have different stock codes and different 
stock short names as follows: 
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�1�R�U�P�D�O�O�\���� �L�Q�Y�H�V�W�R�U�V�� �F�D�Q�� �E�X�\�� �D�Q�G�� �V�H�O�O�� �8�Q�L�W�V�� �W�U�D�G�H�G�� �L�Q�� �W�K�H�� �V�D�P�H�� �F�R�X�Q�W�H�U�� �R�U�� �D�O�W�H�U�Q�D�W�L�Y�H�O�\���E�X�\�� �L�Q�� ����
�F�R�X�Q�W�H�U�� �D�Q�G�� �V�H�O�O�� �L�Q�� �W�K�H�� �R�W�K�H�U�� �F�R�X�Q�W�H�U�� �S�U�R�Y�L�G�H�G�� �W�K�H�L�U�� �E�U�R�N�H�U�V�� �S�U�R�Y�L�G�H�� �E�R�W�K���8�6�'���D�Q�G���+�.�'�� trading 
services at the same time. Inter-counter buy and sell is permissible even if the trades take place 
within the same trading day. However, investors should note that the trading price of Units traded 
in the �8�6�' counter and that of HKD counter may be different and may not always maintain a close 
relationship depending on factors such as market demand and supply and liquidity in each counter. 

More information with regard to the Dual Counter is available in the frequently asked questions in 
�U�H�V�S�H�F�W�� �R�I�� �W�K�H�� �'�X�D�O�� �&�R�X�Q�W�H�U�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H��
http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products�� 

Investors should consult their brokers if they have any questions concerning fees, timing, 
procedures and the operation of the Dual Counter, including inter-counter trading���� �,�Q�Y�H�V�W�R�U�V�¶��
�D�W�W�H�Q�W�L�R�Q���L�V���D�O�V�R���G�U�D�Z�Q���W�R���W�K�H���U�L�V�N���I�D�F�W�R�U���E�H�O�R�Z���H�Q�W�L�W�O�H�G���³�'�X�D�O���&�R�X�Q�W�H�U��Trading �5�L�V�N�V�´�� 

Distribution P olicy  

The Manager intends to distribute income to Unitholders annually (in December) having regard to 
the Product�¶�V���Q�H�W���L�Q�F�R�P�H���D�I�W�H�U���I�H�H�V���D�Q�G���F�R�V�W�V�� 

The Manager will also have the discretion to determine if and to what extent distributions (whether 
directly or effectively) will be paid out of capital of the Product. 

The Manager may, at its discretion, pay distributions out of capital. The Manager may also, at its 
discretion, pay distributions out of gross income while all or part of the fees and expenses of the 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of capital.  Investors should note that payments of distributions out of capital 
or effe�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �F�D�S�L�W�D�O�� �D�P�R�X�Q�W�V�� �W�R�� �D�� �U�H�W�X�U�Q�� �R�U�� �Z�L�W�K�G�U�D�Z�D�O�� �R�I�� �S�D�U�W�� �R�I�� �D�Q�� �L�Q�Y�H�V�W�R�U�¶�V�� �R�U�L�J�L�Q�D�O��
investment or from any capital gains attributable to that original investment. Any distributions 
involving payment out of or effectively out of the Product�¶�V�� �F�D�S�L�W�D�O�� �P�D�\�� �U�H�V�X�O�W�� �L�Q�� �D�Q�� �L�P�P�H�G�L�D�W�H��
reduction in the Net Asset Value per Unit and will reduce any capital appreciation for the Unitholders. 
There is no guarantee of any regular distribution. 

The composition of the distributions (i.e. the relative amounts paid out of net distributable income 
and capital) for the last 12 months are available by the Manager on request and also on the 
�0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H https://www.csopasset.com/en/products/hk-tsla-2i (which has not been 
reviewed by the SFC).  

The distribution policy may be amended subject to the SFC�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O���D�Q�G���X�S�R�Q���J�L�Y�L�Q�J���Q�R�W��
�O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V���� 

Distributions (if declared) will be declared in the base currency of the Product (i.e. USD). The 
Manager will make an announcement prior to any distribution in respect of the relevant distribution 
amount in USD only. The details of the distribution declaration dates, distribution amounts and ex-
�G�L�Y�L�G�H�Q�G�� �S�D�\�P�H�Q�W�� �G�D�W�H�V�� �Z�L�O�O�� �E�H�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H��
https://www.csopasset.com/en/products/hk-tsla-2i (which has not been reviewed by the SFC) and 

http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products
https://www.csopasset.com/en/products/hk-tsla-2i
https://www.csopasset.com/en/products/hk-tsla-2i


   
 

on HKEX�¶�V�� �Z�H�E�V�L�W�H 
http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx (which 
has not been reviewed by the SFC).  

There can be no assurance that distributions will be paid.  

Each Unitholder will receive distributions in USD. Unitholders are advised to check with their 
brokers/intermediaries on the arrangements concerning distributions.  

Distribution payment rates in respect of Units will depend on factors beyond the control of the 
Manager or Trustee including, general economic conditions, and the financial position and dividend 
or distribution policies of the relevant underlying entities.  There can be no assurance that such 
entities will declare or pay dividends or distributions. 

Fees and Expenses  

Management Fee   

The Product pays a Management Fee as a single flat fee, currently at ������% per year of the Net 
Asset Value of the Product.  Please refer to the section �³�)�H�H�V���D�Q�G���(�[�S�H�Q�V�H�V�´ as to the fees and 
charges included in the Management Fee.  The Management Fee is calculated as at each Dealing 
Day and payable monthly in USD in arrears out of the Trust Fund. 

The Management Fee may be increased up to ��% per year of the Net Asset Value of the Product, 
�R�Q���R�Q�H���P�R�Q�W�K�¶�V���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�����R�U���V�X�F�K���V�K�R�U�W�H�U period as approved by the SFC). In the event 
that such fee is to be increased beyond this rate (which is the maximum rate set out in the Trust 
Deed)�����V�X�F�K���L�Q�F�U�H�D�V�H���Z�L�O�O���E�H���V�X�E�M�H�F�W���W�R���W�K�H���8�Q�L�W�K�R�O�G�H�U�V�¶���D�Q�G���W�K�H���6�)�&�¶�V���D�S�S�U�R�Y�D�O�� 

The Trustee fee is inclusive in the Management Fee. 

Swap fees  

�'�H�W�D�L�O�V���R�I���W�K�H���V�Z�D�S���I�H�H�V���D�Q�G���L�Q�G�L�U�H�F�W���F�R�V�W�V���D�U�H���V�H�W���R�X�W���L�Q���W�K�H���V�H�F�W�L�R�Q���³�6�Z�D�S���I�H�H�V�´���L�Q���W�K�L�V���$�S�S�H�Q�G�L�[ 

Risk Factors Specific to the Product  

In addition to the risk factors presented in Part 1 of this Prospectus, the risk factors set forth below 
are also specific risks, in the opinion of the Manager, considered to be relevant and presently 
applicable specifically to the Product. 

Single Stock Concentration Risk  

The Product is subject to concentration risk as a result of tracking the inverse performance of the 
single Underlying Stock. The value of the Product may be more volatile than that of a fund having 
a more diverse portfolio of investments due to the non-diversified nature of investing in the single 
Underlying Stock. The value of the Product may be more susceptible to adverse conditions in 
respect of such particular Underlying Stock. 

Extreme Price Volatility  Risk  

Prices of the Product may be more volatile than conventional ETFs because of the use of leverage 
and the daily rebalancing activities and the leverage effect. Furthermore, the Product is 
concentrated in a single Underlying Stock. Given its non-diversified and inverse nature, the Product 
is subject to extreme price volatility and may become non-viable within a short period. You may 
lose a significant portion or all of your investment within one day. 

Under exceptional circumstances���Z�K�H�U�H���W�K�H���3�U�R�G�X�F�W���E�H�F�R�P�H�V���Q�R�Q���Y�L�D�E�O�H, the Manager may use 
its discretion to deviate from the investment strategy or take defensive measures, which may 



   
 

include liquidating swap positions �D�Q�G���V�X�V�S�H�Q�G�L�Q�J���W�U�D�G�L�Q�J���R�I���W�K�H���3�U�R�G�X�F�W����in order to safeguard the 
interests of the product and its unitholders���W�R���S�U�H�Y�H�Q�W���S�R�W�H�Q�W�L�D�O���Q�H�J�D�W�L�Y�H���I�X�Q�G���Y�D�O�X�H���D�Q�G���S�U�R�W�H�F�W���W�K�H��
�L�Q�W�H�U�H�V�W�V�� �R�I�� �W�K�H�� �L�Q�Y�H�V�W�R�U�V. Such circumstances may arise if there are extreme intra-day price 
movements and the Manager will issue a notice to inform investors. Please note that the Manager 
may re-enter the swap contracts at the market closes on the same day��depending on market 
condition.  

Risks associated with the Underlying Stock �± Tesla, Inc.  

The following factors may contribute to the price volatility of the Underlying Stock which may in turn 
impact the daily Net Asset Value of the Product. 

Risks specific to the Underlying Stock 

Tesla, Inc. is highly dependent on its CEO, Elon Musk. Communications by Mr. Musk to the public 
may significantly impact the trading price of the Underlying Stock. Any actual or anticipated large 
transactions in the Underlying Stock by Mr. Musk may cause the stock price to fluctuate.  

Large/mega-capitalisation company risk  

Tesla, Inc. is a large/mega-capitalisation company that is relatively mature compared to smaller 
companies and therefore subject to slower growth during times of economic expansion. It may 
struggle with flexibility to respond quickly to disruptions and changes in trends. The high valuation 
of large/mega-capitalisation companies can make Tesla, Inc. more susceptible to market 
corrections, downturns and changes in interest rates. Moreover, large/mega-capitalisation 
companies typically have high price-to-earnings ratio than smaller capitalisation companies which 
can lead to overvaluation and may indicate there is less room for gains and even potential 
downward price adjustment. Stock prices of these companies may exhibit greater volatility due to 
these factors. These companies usually exert market dominance and therefore frequently face 
regulatory pressures, in particular antitrust scrutiny. This leads to legal challenges and increased 
costs which may in turn affect profitability. 

Electric and autonomous vehicles company risk 

Developments in automotive technologies (e.g., autonomous vehicle technologies) may require 
significant capital expenditures that may not generate profits for several years, if ever. Companies 
in this sector face intense competition, rapid product obsolescence, intellectual property risks, and 
�K�L�J�K���5�	�'���D�Q�G���F�D�S�L�W�D�O���H�[�S�H�Q�G�L�W�X�U�H�V�����,�Q�Y�H�V�W�R�U�V���V�K�R�X�O�G���E�H���D�Z�D�U�H���W�K�D�W���7�H�V�O�D�����,�Q�F���¶�V���Y�D�O�X�D�W�L�R�Q���P�D�\���E�H��
disproportionately influenced by market optimism regarding its perceived success in its 
development of AI, which, if unmet, could lead to substantial volatility in stock price. 

Automotive company risk 

�7�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����D�Q�G���F�R�Q�V�H�T�X�H�Q�W�O�\���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����L�V���V�X�E�M�H�F�W��
to risks of the automotive sector. The automotive sector industry can be highly cyclical, and 
companies in the industry may suffer periodic operating losses. Automotive companies can be 
significantly affected by labor relations and fluctuating component prices. Automotive companies 
may be significantly subject to government policies and regulations regarding imports and exports 
of automotive products. Governmental policies affecting the automotive industry, such as taxes, 
tariffs, duties, subsidies, and import and export restrictions on automotive products can influence 
industry profitability. In addition, such companies must comply with environmental laws and 
regulations, for which there may be severe consequences for non-compliance. While most of the 
major automotive manufacturers are large companies, certain others may be non-diversified in both 
product line and customer base and may be more vulnerable to certain events that may negatively 
impact the automotive industry. 

Technology theme risk  

Tesla, Inc. is in the technology sector and is characterised by relatively higher volatility in price 
performance when compared to other economic sectors. Tesla, Inc. also face intense competition 
and there may also be substantial government intervention, which may have an effect on profit 
margins. The price volatility of the Underlying Stock may be greater than the price volatility of other 



   
 

companies. Rapid changes could render obsolete the products and services offered by companies 
in the technology sector. Rapid changes to the products and services offering may further contribute 
to the price volatility of Tesla, Inc.. Tesla, Inc. is also subject to cyber security risks and potential 
legal, financial, operational and reputational consequences. 

Leverage Risk  

The Product will utilise leverage to achieve a Daily return equivalent to minus two times (-2x) the 
return of the Underlying Stock. Both gains and losses will be magnified. The risk of loss resulting 
from an investment in the Product in certain circumstances including a bull market will be 
substantially more than a fund that does not employ leverage. For example, the price of the 
Underlying Stock could increase by more than 50% on a particular day and this may result in the 
�W�R�W�D�O���O�R�V�V���R�I���W�K�H���L�Q�Y�H�V�W�R�U�V�¶���L�Q�Y�H�V�W�P�H�Q�W���L�Q���W�K�H���3�U�R�G�X�F�W�����6�X�F�K���W�R�W�D�O���O�R�V�V���R�I���L�Q�Y�H�V�W�P�H�Q�W���F�R�X�O�G���R�F�F�X�U���L�Q���D��
relatively short period of time if there is a material market movement. 

Long T erm Holding  Risk  

The Product is not suitable for holding longer than one day  as the performance of the Product 
over a period longer than one day will very likely differ in amount and possibly direction from the 
two times inverse performance of the Underlying Stock over that same period (e.g. the loss may be 
more than 2 times the increase in the price of the Underlying Stock). This effect of compounding 
becomes more pronounced for longer holding periods and in products with larger leverage factor 
and/or inverse exposure. Investors should not expect the actual percentage return of investing in 
the Product to be equal to two times the inverse percentage change in the price of the Underlying 
Stock for periods of longer than one day. 

�7�K�H���H�I�I�H�F�W���R�I���F�R�P�S�R�X�Q�G�L�Q�J���E�H�F�R�P�H�V���P�R�U�H���S�U�R�Q�R�X�Q�F�H�G���R�Q���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���D�V���W�K�H��price 
of the Underlying Stock �H�[�S�H�U�L�H�Q�F�H�V���Y�R�O�D�W�L�O�L�W�\�����7�K�H���G�H�Y�L�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���I�U�R�P���W�K�H��
two times inverse performance of the Underlying Stock will increase, and the performance of the 
Product will generally be adversely affected with higher volatility of the price of the Underlying Stock. 
As a result of Daily rebalancing, the volatility of the price of the Underlying Stock and the effects of 
compounding o�I���H�D�F�K���G�D�\�¶�V���U�H�W�X�U�Q���R�Y�H�U���W�L�P�H�����L�W���L�V���H�Y�H�Q���S�R�V�V�L�E�O�H���W�K�D�W���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���O�R�V�H���P�R�Q�H�\��
over time while the Underlying Stock�¶�V��performance falls or is flat.  Investors in the Product should 
actively manage and monitor their investments, as frequently as daily. 

Inverse Product vs. S hort Selling Risk  

Investing in the Product is different from taking a short position. Because of rebalancing the return 
profile of the Product is not the same as that of a short position. In a volatile market with frequent 
directional swings, the performance of the Product may deviate from a short position. 

Unconventional Return Pattern Risk  
 
Risk investment outcome of the Product is the opposite of conventional investment funds, and any 
gains and losses will be magnified by approximately two times. If the price of the Underlying Stock 
increases for extended periods, the Product will likely to lose most or all of its value.  

Risk of Rebalancing Activities  

There is no assurance that the Product can rebalance their portfolio on a Daily basis to achieve 
their investment objectives. Market disruption, regulatory restrictions, counterparty capacity limits 
�R�U���H�[�W�U�H�P�H���P�D�U�N�H�W���Y�R�O�D�W�L�O�L�W�\���P�D�\���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���U�H�E�D�O�D�Q�F�H���L�W�V���S�R�U�W�I�R�O�L�R�� 

Liquidity Risk  

The rebalancing activities of the Product typically take place near the end of trading of the 
underlying market to minimise tracking difference. As a result, the Product may be more exposed 
to the market conditions during a shorter interval and may be more subject to liquidity risk and the 
Swap Counterparty's capacity to execute may also be subject to liquidity risk. 



   
 

Intraday Investment Risk  
 
The Product is normally rebalanced at the end of �W�U�D�G�L�Q�J���R�I���W�K�H���X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W���R�Q���D���%�X�V�L�Q�H�V�V��
�'�D�\.  As such, return for investors that invest for period less than a full Trading Day will generally 
be greater than or less than the two times inverse (-2x) investment exposure to the Underlying 
Stock, depending upon the movement of the price of the Underlying Stock from the end of one 
Trading Day until the time of purchase. 
 
Portfolio Turnover R isk  
 
�'�D�L�O�\�� �U�H�E�D�O�D�Q�F�L�Q�J�� �R�I�� �3�U�R�G�X�F�W�¶�V�� �K�R�O�G�L�Q�J�V�� �F�D�X�V�H�V�� �D�� �K�L�J�K�H�U�� �O�H�Y�H�O�� �R�I�� �S�R�U�W�I�R�O�L�R�� �W�U�D�Q�V�D�F�W�L�R�Q�V�� �W�K�D�Q��
compared to the conventional exchange traded funds. High levels of transactions increase 
brokerage and other transaction costs. 

Risks Associated with I nvesting in Swaps  

Limited Availability of Swaps Risk 
 
�7�K�H���0�D�Q�D�J�H�U�¶�V���D�E�L�O�L�W�\���W�R���P�D�Q�D�J�H���W�K�H��Product in accordance with its stated investment objective will 
depend upon the willingness and ability of potential Swap Counterparties to engage in Swaps with 
the Product linked to the performance of the Underlying Stock. A �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �D�E�L�O�L�W�\�� �W�R��
continue to enter into Swaps or other derivative transactions with the Product may be reduced or 
eliminated, which could have a material adverse effect on the Product. Furthermore, Swaps are of 
limited duration and there is no guarantee that Swaps entered into with a Swap Counterparty will 
continue indefinitely. Accordingly, the duration of a Swap depends on, among other factors, the 
ability of the Product to renew the expiration period of the relevant Swap at agreed upon terms. If 
the Product is unable to obtain sufficient exposure to �W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���L�Q�Y�H�U�V�H���S�H�U�I�R�U�P�D�Q�F�H��of 
the Underlying Stock because of the limited availability of Swaps linked to t�K�H�� �S�H�U�I�R�U�P�D�Q�F�H���� �W�K�H��
�L�Q�Y�H�U�V�H�� �S�H�U�I�R�U�P�D�Q�F�H��of the Underlying Stock, the Product could, among other alternatives, as a 
defensive measure, suspend creations until the Manager determines that the requisite swap 
exposure is obtainable. During the period that creations are suspended, the Product could trade at 
a significant premium or discount to the Net Asset Value and could experience substantial 
redemptions. To the extent that such events result in a termination event under the �3�U�R�G�X�F�W�¶�V Swaps, 
the risks related to the limited availability of Swaps would be compounded and the Product may be 
adversely affected. 
 
Counterparty Risk  
 
Because a Swap is an obligation of the Swap Counterparty rather than a direct investment in the 
Underlying Stock, the Product may suffer losses potentially equal to, or greater than, the full value 
of the Swap if the Swap Counterparty fails to perform its obligations under the Swap as a result of 
bankruptcy or otherwise. Any loss would result in a reduction in the Net Asset Value of the Product 
and will likely impair the Product�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W objective. The counterparty risk 
associated with the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�V���H�[�S�H�F�W�H�G to be greater than that may be encountered 
by most other funds because the Product expects to use Swaps as the principal means to gain 
exposure to the Underlying Stock. Despite the counterparty risk management measures in place, 
the management of the Product�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R each Swap Counterparty to zero is subject to 
settlement risks arising from settlement failures and market risks (including price movements prior 
to the required cash payment by the Swap Counterparty to the Product). The Product�¶�V�� �Q�H�W��
exposure to each Swap Counterparty may exceed zero if any such risks eventuate. The extent of 
the Product�¶�V potential loss arising in this regard is likely to be the amount of the Product�¶�V�� �Q�H�W 
counterparty exposure. 
 
�7�K�H���0�D�Q�D�J�H�U���Z�L�O�O���P�D�Q�D�J�H���W�K�H���3�U�R�G�X�F�W���W�R���H�Q�V�X�U�H���W�K�D�W���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W��
�D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���D�Q�G���E�H���P�D�L�Q�W�D�L�Q�H�G�����P�D�U�N�H�G��
�W�R���P�D�U�N�H�W���R�Q���D���G�D�L�O�\���E�D�V�L�V�����Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H���L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�H�[�S�R�V�X�U�H���D�W���W�K�H���H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\�����,�I���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H��
�3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I���D�Q�\���W�U�D�G�L�Q�J���G�D�\���7�����E�\���W�K�H���H�Q�G���R�I���W�K�D�W��
�W�U�D�G�L�Q�J���G�D�\���7���� �W�K�H���0�D�Q�D�J�H�U���Z�L�O�O���J�H�Q�H�U�D�O�O�\�� �U�H�T�X�L�U�H���W�K�D�W���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���G�H�O�L�Y�H�U���D�G�G�L�W�L�R�Q�D�O��
�F�R�O�O�D�W�H�U�D�O���D�V�V�H�W�V���W�R���P�D�N�H���X�S���I�R�U���W�K�H���G�L�I�I�H�U�H�Q�F�H���L�Q���Y�D�O�X�H�����Z�L�W�K���W�K�H���V�H�W�W�O�H�P�H�Q�W���R�I���V�X�F�K���G�H�O�L�Y�H�U�\���H�[�S�H�F�W�H�G��



   
 

�W�R�� �R�F�F�X�U�� �R�Q���R�U�� �E�H�I�R�U�H���W�U�D�G�L�Q�J�� �G�D�\�� �7�������� �'�H�V�S�L�W�H�� �W�K�H�� �F�R�X�Q�W�H�U�S�D�U�W�\�� �U�L�V�N�� �P�D�Q�D�J�H�P�H�Q�W�� �P�H�D�V�X�U�H�V�� �L�Q��
�S�O�D�F�H�����W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���]�H�U�R���L�V���V�X�E�M�H�F�W��
�W�R�� �V�H�W�W�O�H�P�H�Q�W�� �U�L�V�N�V�� �D�U�L�V�L�Q�J�� �I�U�R�P�� �V�H�W�W�O�H�P�H�Q�W�� �I�D�L�O�X�U�H�V�� �D�Q�G�� �P�D�U�N�H�W�� �U�L�V�N�V�� ���L�Q�F�O�X�G�L�Q�J�� �S�U�L�F�H�� �P�R�Y�H�P�H�Q�W�V��
�S�U�L�R�U���W�R���W�K�H���U�H�T�X�L�U�H�G���F�D�V�K���S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W�������$�Q�\���G�H�O�D�\���L�Q���W�K�H���F�D�V�K��
�S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W���S�U�L�R�U���W�R���W�K�H���H�Q�G���R�I���W�K�H���U�H�O�H�Y�D�Q�W���W�U�D�G�L�Q�J���G�D�\���7������
�P�D�\���F�D�X�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���E�H���O�D�U�J�H�U���W�K�D�Q���]�H�U�R���I�U�R�P���W�L�P�H���W�R���W�L�P�H����
�7�K�L�V���P�D�\���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V���I�R�U���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���H�Y�H�Q�W���R�I���W�K�H���L�Q�V�R�O�Y�H�Q�F�\���R�U���G�H�I�D�X�O�W���R�I���W�K�D�W��
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 
 
�(�D�U�O�\���7�H�U�P�L�Q�D�W�L�R�Q���R�I���6�Z�D�S�V���5�L�V�N 
 
In some circumstances, a Swap Counterparty can terminate the swap agreements early which may 
�D�G�Y�H�U�V�H�O�\���L�P�S�D�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�D�Q���D�O�V�R���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V��
�D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���D�Q�G���P�D�\���V�X�E�M�H�F�W���W�K�H���3�U�R�G�X�F�W���W�R���V�X�E�V�W�D�Q�W�L�D�O���O�R�V�V����Also, the 
Product may face an increase in the cost to enter into a similar swap agreement with additional 
Swap Counterparties.   
 
�+�L�J�K���6�Z�D�S���)�H�H�V���5�L�V�N 
 
The Product will bear the swap fees, which are subject to the discussion and consensus between 
the Manager and the Swap Counterparty based on the actual market circumstances on a case-by-
case basis. The current swap fees are a best estimate only and may deviate from the actual market 
conditions. The swap fees of the Product may be higher than that of other leveraged �D�Q�G���L�Q�Y�H�U�V�H��
products tracking broad-based indices or commodities indices due to market condition, market 
sentiment on the Underlying Stock and changes in interest rates. This may have an adverse impact 
on the NAV and performance of the Product, and hence may result in higher tracking difference. In 
extreme market conditions and exceptional circumstances, the brokerage commission and the 
�6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\ing hedge may increase significantly and in 
return increase the swap fees.      
 
Capacity Limit Risk 
 
The Swap Counterparties may also be subject to a capacity limit representing the commitment of 
the Swap Counterparty to conduct the Swap transactions to provide the required exposure to the 
Underlying Stock �I�R�U���W�K�H���3�U�R�G�X�F�W�����$�F�F�R�U�G�L�Q�J�O�\�����W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���W�K�H��Underlying Stock may 
be affected. Whilst the Manager does not anticipate that this will have any immediate effect on the 
Product, if any Swap Counterparty reaches its capacity limit or if the Net Asset Value of the Product 
grows significantly this may prevent creations of Units due to the inability of the Product to conduct 
Swap transactions. This may cause a divergence between the trading price of a Unit on the SEHK 
and the Net Asset Value per Unit. The investment exposure could also deviate from the target 
exposure which adds tracking error to the Product. 
 
Liquidity Risk 
 
Swaps may be subject to liquidity risk, which exists when a particular Swap is difficult to purchase 
or sell. If a Swap transaction is particularly large or if the relevant market is illiquid, it may not be 
possible to initiate a transaction or liquidate a position at an advantageous time or price, which may 
result in significant losses to the Product. In addition, a Swap may be subject to the Product�¶�V��
limitation on investments in illiquid Securities. Swaps may be subject to pricing risk, which exists 
when a particular Swap becomes extraordinarily expensive (or inexpensive) relative to historical 
prices or the prices of corresponding cash market instruments. The swaps market is largely 
unregulated. It is possible that developments in the swaps market, including potential government 
regulation, could adversely affect the Product�¶�V�� �D�E�L�O�L�W�\�� �W�R�� �W�H�U�P�L�Q�D�W�H�� �H�[�L�V�W�L�Q�J��Swaps or to realise 
amounts to be received under such agreements. There is also no active market in derivative 
instruments and therefore investment in derivative instruments can be illiquid. In order to meet 
requests, the relevant Product relies upon the issuer of the derivative instruments to quote a market 
to unwind any part of the derivative instruments that will reflect the market liquidity conditions and 
the size of the transaction. 
 
Valuation Risk 



   
 

 
The Product�¶�V���D�V�V�H�W�V�����L�Q���S�D�U�W�L�F�X�O�D�U��Swaps entered into by the Product, involve derivative techniques 
that may be complex and specialised in nature. Valuations for such assets will only usually be 
available from a limited number of market professionals which frequently act as counterparties to 
the transactions to be valued. Such valuations are often subjective and there may be substantial 
differences between any available valuations. However the Manager will carry out an independent 
verification of �W�K�L�V���Y�D�O�X�D�W�L�R�Q���R�Q���D���G�D�L�O�\���E�D�V�L�V���D�V���G�H�V�F�U�L�E�H�G���X�Q�G�H�U���³�'�H�W�H�U�P�L�Q�D�W�L�R�Q���R�I���1�H�W���$�V�V�H�W �9�D�O�X�H�´��
section. 
 
Legal Risk 
 
The characterisation of a transaction or a party's legal capacity to enter into it could render the 
Swap unenforceable. The insolvency or bankruptcy of a counterparty may also affect the 
enforceability of contractual rights. 
 
Short Selling by Swap Counterparty Risk 
 
The Swap Counterparty to the Product may need to short sell the Underlying Stock for the purposes 
�R�I���K�H�G�J�L�Q�J�����0�D�Q�\���U�H�J�X�O�D�W�R�U�V���K�D�Y�H���E�D�Q�Q�H�G���³�Q�D�N�H�G�´���V�K�R�U�W���V�H�O�O�L�Q�J�����D���S�U�D�F�W�L�F�H���W�K�D�W���K�D�V���E�H�H�Q���S�U�R�K�L�E�L�W�H�G��
in Hong Kong since short selling was first introduced) or completely suspended short selling for 
certain stocks. Any such bans with the effect of prohibiting the short selling of the Underlying Stock 
�P�D�\���D�I�I�H�F�W���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R���K�H�G�J�H���L�W�V���S�R�V�L�W�L�R�Q���D�Q�G���P�D�\���W�U�L�J�J�H�U���D�Q���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q��
of the OTC Swap �7�U�D�Q�V�D�F�W�L�R�Q�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�R�X�O�G���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H��
its investment objective and subject the Product to substantial loss.  

Mandatory Measures imposed by Relevant Parties Risk 

�5�H�J�D�U�G�L�Q�J�� �W�K�H�� �3�U�R�G�X�F�W�¶�V��Swaps, relevant parties (such as Swap Counterparties, participating 
dealers and stock exchanges) may impose certain mandatory measures for risk management 
purpose under extreme market circumstances. These measures may include early termination of 
the Swaps, no further Swap contracts signed and having limited or no access to exposure. In 
response to such mandatory measures, the Manager may have to take corresponding actions in 
�W�K�H�� �E�H�V�W�� �L�Q�W�H�U�H�V�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �8�Q�L�W�K�R�O�G�H�U�V�� �D�Q�G�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�R�Q�V�W�L�W�X�W�L�Y�H��
�G�R�F�X�P�H�Q�W�V�����L�Q�F�O�X�G�L�Q�J���V�X�V�S�H�Q�V�L�R�Q���R�I���F�U�H�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���X�Q�L�W�V���D�Q�G���R�U���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���W�U�D�G�L�Q�J����
implementing alternative investment and/or hedging strategies and termination of the Product. 
These corresponding actions may have an adverse impact on the operation, secondary market 
trading, ability to track the price of the Underlying Stock and the Net Asset Value of the Product. 
While the Manager will endeavour to provide advance notice to investors regarding these actions 
to the extent possible, such advance notice may not be possible in some circumstances.   

Inverse  Performance of Underlying Stock  
 
Investors in the Product should note that the objective and the risks inherent in the Product are not 
typically encountered in traditional investment products �Z�K�L�F�K���W�U�D�F�N���W�K�H���³�O�R�Q�J�´���S�H�U�I�R�U�P�D�Q�F�H���U�D�W�K�H�U��
than two times inverse performance of a single stock. Should the price of the Underlying Stock 
increase, it could have a negative effect on the performance of the Product and the negative effect 
will be magnified by approximately two times. As such, Unitholders could, in certain circumstances 
including a bull market, face minimal or no returns, or may even suffer a complete loss, on such 
investments. The negative effect of compounding is more pronounced when combined with Daily 
rebalancing in volatile markets. 

The Product is designed as a trading tool for short-term market timing or hedging purposes, and is 
not intended for long term investment. It is only suitable for sophisticated trade-oriented investors 
who understand the potential consequences of seeking two times inverse (-2x) Daily results and 
the associated risks constantly monitor the performance of their holding on a daily basis.   

Path Dependency  
 
The objective of the Product is to provide investment results that, before fees and expenses, closely 



   
 

correspond to the two times inverse performance of the Underlying Stock on a Daily basis only. 
Therefore the Product should not be equated with seeking an inverse position for periods longer 
than a day. Investors in the Product should note that the point-to-point accumulated performance 
of the historical two times inverse (-2x) Daily performance of the Underlying Stock over a certain 
period may not be equal to the point-to-point two times inverse performance of the Underlying Stock 
over the same period of t�L�P�H���G�X�H���W�R���W�K�H���H�I�I�H�F�W���R�I���³�S�D�W�K���G�H�S�H�Q�G�H�Q�F�\�´���D�Q�G���F�R�P�S�R�X�Q�G�L�Q�J���R�I���W�K�H��Daily 
returns of the Underlying Stock. As such, the performance of the Product is not two times inversely 
correlated to the performance of the Underlying Stock over a certain period of time. Please refer to 
�W�K�H���V�H�F�W�L�R�Q���³�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\�´���D�E�R�Y�H�� 

Investors should exercise caution when holding the Product for longer than the rebalancing interval, 
i.e. one Business Day. The performance of the Product, when held overnight, may deviate from the 
inverse performance of the Underlying Stock. 

Investment in Other Funds Risk  

As part of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\�����W�K�H���0�D�Q�D�J�H�U��may invest in other active or passive 
investment products. The Product will be exposed to the risk of investing in another management 
�F�R�P�S�D�Q�\�¶�V���I�X�Q�G�V���Z�L�W�K���D�O�O���W�K�H���U�H�O�D�W�H�G���U�L�V�N�V���Z�K�L�F�K���D�W�W�D�F�K���W�R��listed or unlisted funds generally.  In 
particular, as an investor in such funds, the Product will ultimately bear the fees and expenses of 
the underlying funds including management fees charged by the underlying management 
company. These charges will be in addition to the fees payable by the Product to the Manager. 

If the Product invests in other active or passive investment products managed by the Manager or 
Connected Person of the Manager, all initial charges and redemption charges on these listed or 
unlisted funds must be waived, and the Manager must not obtain rebate of any fees or charges 
levied by these funds or any quantifiable monetary benefits in connection with investments in these 
funds. In addition, where an underlying fund is managed by the Manager, all management and 
performance fees charged by the underlying fund will be waived for the Product. In case any 
conflicts of interest may still arise out of such investments, the Manager will use its best endeavours 
to resolve it fairly. 

Short -term Fixed Income Securities (including money market instruments) Risks  
 
Short-term fixed income securities risk  
 
The Product may invest in fixed income securities which are short-term or with short-term remaining 
maturities. It means the turnover rates of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���P�D�\���E�H���U�H�O�D�W�L�Y�H�O�\���K�L�J�K���D�Q�G���W�K�H��
transaction costs incurred as a result of the purchase or sale of such securities may increase which 
in turn may have a negative impact on the net asset value of the Product. 
 
Credit risk  
 
The Product is exposed to the credit/insolvency risk of issuers/guarantors of the fixed income and 
debt securities in which the Product may invest.  
 
Interest rate risk  
 
The Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�Q���I�L�[�H�G���L�Q�F�R�P�H���V�H�F�X�U�L�W�L�H�V���D�U�H���V�X�E�M�H�F�W���W�R���L�Q�W�H�U�H�V�W���U�D�W�H���U�L�V�N�����*�H�Q�H�U�D�O�O�\�����W�K�H��
prices of fixed income and debt securities rise when interest rates fall, whilst their prices fall when 
interest rates rise.  
 
Credit rating risk  
 
Credit ratings assigned by rating agencies are subject to limitations and do not guarantee the 
creditworthiness of the fixed income securities and/or the issuers/guarantors at all times. 
 
Credit rating downgrading risk  
 



   
 

In the event of a credit rating downgrading of the fixed income securities (or the issuers thereof) 
held by the Product, the Product�¶�V�� �Y�D�O�X�H�� �P�D�\�� �E�H�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�H�G�� �D�Q�G�� �L�Q�Y�H�V�W�R�U�V�� �P�D�\�� �V�X�I�I�H�U�� �D��
substantial loss as a result. The Manager may or may not be able to dispose of the fixed income 
instruments that are being downgraded. 
 
Sovereign debt risks  
 
Investment in sovereign debt obligations issued or guaranteed by governments may be exposed to 
political, social and economic risks. In adverse situations, the sovereign issuers/guarantors may 
not be able or willing to repay the principal and/or interest when due or may request the Product to 
participate in restructuring such debts. The Product may suffer significant losses when there is a 
default of sovereign debt issuers/guarantors.  
 
Passive Investments Risk  

�7�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���³�D�F�W�L�Y�H�O�\���P�D�Q�D�J�H�G�´���D�Q�G�����X�Q�G�H�U���Q�R�U�P�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V�����W�K�H���0�D�Q�D�J�H�U���Z�L�O�O��
not adopt any temporary defensive position when the price of the Underlying Stock moves in an 
unfavourable direction. In such circumstances, Units of the Product will also decrease in value. 
Under extreme market circumstances, the Manager will adopt temporary defensive position for 
protection of the Product. 
 
Trading Difference Risks  

Premiums or discounts to the Net Asset Value may arise when the Product and its Underlying Stock 
trade on exchanges that are in different time zones. As the exchange of the Underlying Stock may 
be open when the Units are not priced, the value of the Produc�W�¶�V���S�R�U�W�I�R�O�L�R���P�D�\���F�K�D�Q�J�H���R�Q���G�D�\�V��
when investors will not be able to purchase or sell Units. On the other hand, if the exchange of the 
Underlying Stock is closed while the SEHK is open, this may affect the level of premium or discount 
of the trading price of the Product to its Net Asset Value. Volatility on the SEHK, as well as supply 
and demand for Units traded on the SEHK, may lead to the Units of the relevant Product trading at 
a premium or discount to the Net Asset Value. In case the trading of the Underlying Stock is 
suspended, the Product may encounter a higher level of premium or discount of the trading price 
of the Product to its Net Asset Value. The trading price of the Units may deviate significantly from 
Net Asset Value, particularly during volatile market conditions. 

Distributions Out Of or Effectively Out Of Capital Risk    

The Manager may, at its discretion make distributions out of capital. The Manager may also, at its 
discretion, make distributions out of gross income while all or part of the fees and expenses of a 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of the capital. Payment of distributions out of capital or effectively out of capital 
amo�X�Q�W�V���W�R���D���U�H�W�X�U�Q���R�U���Z�L�W�K�G�U�D�Z�D�O���R�I�� �S�D�U�W���R�I�� �D�Q���L�Q�Y�H�V�W�R�U�¶�V���R�U�L�J�L�Q�D�O���L�Q�Y�H�V�W�P�H�Q�W���R�U���I�U�R�P���D�Q�\���F�D�S�L�W�D�O��
gains attributable to that original investment. Any distributions involving payment of distributions out 
�R�I���R�U���H�I�I�H�F�W�L�Y�H�O�\���R�X�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���F�D�S�L�W�D�O���P�D�\���U�H�V�Xlt in an immediate reduction of the Net Asset 
�9�D�O�X�H���S�H�U���8�Q�L�W�����7�K�H���0�D�Q�D�J�H�U���P�D�\���D�P�H�Q�G���L�W�V���G�L�V�W�U�L�E�X�W�L�R�Q���S�R�O�L�F�\���V�X�E�M�H�F�W���W�R���W�K�H���6�)�&�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O��
�D�Q�G���E�\���J�L�Y�L�Q�J���Q�R�W���O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�� 

Proprietary Investment / Seed Money Risk  

The assets under management at any time during the life of the Product may include proprietary 
�P�R�Q�H�\�����R�U���³�V�H�H�G���P�R�Q�H�\�´�����L�Q�Y�H�V�W�H�G���E�\���R�Q�H���R�U���P�R�U�H���L�Q�W�H�U�H�V�W�H�G���S�D�U�W�L�H�V�����V�X�F�K���D�V���S�D�U�W�L�F�L�S�D�W�L�Q�J���G�H�D�O�H�U�V����
and such investment may constitute a significant portion of such assets under management. 
Investors should be aware that such an interested party may (i) hedge any of its investments in 
whole or part, thereby reducing or removing its exposure to the performance of the Product; and (ii) 
redeem its investment in the Product at any time, without notice to Unitholders. Such an interested 
party is under no obligation to take the interests of other Unitholders into account when making its 
investment decisions. There is no assurance that any such monies will continue to be invested in 



   
 

the Product by an interested party for any particular length of time. As many of the expenses of the 
Product are fixed, a higher amount of assets under management may reduce the expenses of the 
Product per Unit and a lower amount of assets under management may increase the expenses of 
the Product per Unit. As with any other redemption representing a material portion of the Product's 
assets under management, a significant redemption of any such proprietary investment may affect 
the management and/or performance of the Product and may, in certain circumstances (i) cause 
�U�H�P�D�L�Q�L�Q�J�� �L�Q�Y�H�V�W�R�U�V�¶�� �K�R�O�G�L�Q�J�V�� �W�R�� �U�H�S�U�H�V�H�Q�W�� �D�� �K�L�J�K�H�U�� �S�H�U�F�H�Q�W�D�J�H�� �R�I�� �W�K�H�� �1�H�W�� �$�V�V�H�W�� �9�D�O�X�H�� �R�I�� �W�K�H��
Product, (ii) cause other investors in the Product to redeem their investment, and/or (iii) lead the 
Manager, with the consultation of the Trustee, to determine that the Product, has become 
unmanageable and to consider taking exceptional measures, such as terminating the Product, in 
�D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �7�U�X�V�W�� �'�H�H�G���� �L�Q�� �Z�K�L�F�K�� �F�D�V�H�� �8�Q�L�W�K�R�O�G�H�U�V�¶�� �L�Q�Y�H�V�W�P�H�Q�W�V�� �Zould be redeemed in 
their entirety. 

Dual  Counter Trading R isks  

Dual Counter risk 

Investors without USD accounts may buy and sell HKD traded Units only. Such investors will not 
be able to buy or sell USD traded Units and should note that distributions are made in USD only. 

Inter-counter trading risk 

Although an investor may buy from one counter and sell the same on the other counter in the same 
day, it is possible that some brokers/intermediaries and Participants may not be familiar with and 
may not be able to (i) buy Units in one counter and to sell Units in the other, or (ii) trade Units in the 
USD counter and the HKD counter at the same time. In such case (i) to (ii), another broker, 
intermediary or Participant may need to be used. This may inhibit or delay dealing in the USD traded 
Units and HKD traded Units and may mean investors may only be able to trade their Units in one 
currency. Investors are recommended to check the readiness of their brokers/intermediaries in 
respect of the Dual Counter trading and inter-counter trading. 

Investors should therefore consult their brokers/intermediaries on the services that the 
brokers/intermediaries may provide in this regard along with the associated risks and fees. In 
particular, some brokers/intermediaries may not have in place systems and controls to facilitate 
inter-counter trading and/or inter-counter day trades. 

Difference in trading prices risk  

There is a risk that due to different factors such as market liquidity, market supply and demand in 
the respective counters and the exchange rate among USD and HKD, the market price on the 
SEHK of Units traded in USD may deviate significantly from the market price on the SEHK of Units 
traded in HKD. The trading price of USD traded Units or HKD traded Units is determined by market 
forces and so will not be the same as the trading price of Units multiplied by the prevailing rate of 
foreign exchange. Accordingly, when selling Units traded in USD or buying Units traded in USD, an 
investor may receive less or pay more than the equivalent amount in HKD if the trade of the relevant 
Units is in HKD and vice versa. There can be no assurance that the price of Units in each counter 
will be equivalent. 

Currency exchange risk  

Investors who bought Units on the HKD counter may be subject to currency exchange risk as the 
assets of the Product are denominated in USD and the Net Asset Value of the Product will be 
calculated in USD. 

USD Distributions Risk   

Investors should note that where a Unitholder holds Units traded under the HKD counter, the 
relevant Unitholder will only receive distributions in USD and not HKD. In the event the relevant 



   
 

Unitholder has no USD account, the Unitholder may have to bear the fees and charges associated 
with the conversion of such dividend from USD into HKD or any other currency. Unitholders are 
advised to check with their brokers concerning arrangements for distributions. 

Appendix dated 10 June 2026  
 



 
 
 

APPENDIX 16: CSOP COINBASE DAILY (2X) LEVERAGED PRODUCT  

 
Key Information  

Set out below is a summary of key information in respect of the CSOP Coinbase Daily (2x) 
Leveraged Product ���W�K�H���³�3�U�R�G�X�F�W�´�����Z�K�L�F�K���V�K�R�X�O�G���E�H���U�H�D�G���W�R�J�H�W�K�H�U���Z�L�W�K���W�K�H���I�X�O�O���W�H�[�W���R�I���W�K�L�V���$�S�S�H�Q�G�L�[��
and the Prospectus. 

Investment Objective  

To provide investment results that, before fees and 

expenses, closely correspond to twice (2x) the Daily 

performance of the common stock of Coinbase Global, 

Inc. (NASDAQ: COIN) 

Underlying Stock  Coinbase Global, Inc. (NASDAQ: COIN) 

Initial Offer Period  

9:00 a.m. (Hong Kong time) of 19 March 2025 to 4:30 

p.m. (Hong Kong time) of 20 March 2025, or such other 

date as the Manager may determine  

Initial Issue Date  
21 March 2025, or such other date as the Manager may 

determine  

Issue Price during the Initial 

Offer Period  
USD10 

Listing Date (SEHK)  
Expected to be 24 March 2025, but may be postponed 

by the Manager to a date no later than 24 April 2025 

Exchange Listing  SEHK �± Main Board 

Stock Code  
USD Counter: 9711 

HKD Counter: 7711 

Short Stock Name  
USD Counter: XL2CSOPCOIN-U 

HKD Counter: XL2CSOPCOIN 

Trading Board Lot Size  
USD Counter: 10 Units 

HKD Counter: 10 Units  

Base Currency  USD 

Trading Currenc ies  
USD Counter: US Dollars (USD) 

HKD Counter: Hong Kong Dollars (HKD) 

Distribution Policy  
The Manager intends to distribute income to 
Unitholders annually (in December) having regard to 
the Product�¶s net income after fees and costs.  



 
 
 

Further, the Manager may, at its discretion, pay 
distributions out of capital or out of gross income while 
all or part of the fees and expenses are charged to 
capital, resulting in an increase in distributable income 
for the payment of distributions and therefore, 
distributions may be paid effectively out of capital. 
There is no guarantee of any regular distribution. 

All Units will receive distributions in the base currency 
(USD) only. 

Creation/Redemption Policy  Cash (USD) only 

Application Unit Size (only by or 

through Participating Dealers)  
Minimum 50,000 Units (or multiples thereof) 

Dealing Deadline  

5:30 p.m. (Hong Kong time) on the relevant Dealing 

Day, or such other time as the Manager (with the 

approval of the Trustee) may determine  

Management Fee  Currently 1.6% per year of the Net Asset Value  

Financial Year End  

31 December (The first financial year-end of the Product 

will be 31 December 2025. The first audited accounts 

and the first semi-annual unaudited interim reports of the 

Product will be for the period ending 31 December 2025 

and 30 June 2026 respectively.)  

Website  https://www.csopasset.com/en/products/hk-coin-2l 

 
What is the Investment Objective?  

The investment objective of the Product is to provide investment results that, before fees and 
expenses, closely correspond to twice (2x) the Daily performance of the common stock of 
Coinbase Global, Inc. (NASDAQ: COIN) ���W�K�H���³Underlying Stock �´��.  The Product does not seek 
to achieve its stated investment objective over a period of time greater than one day . 

What is the Investment Strategy?   

The Product seeks to achieve its investment objective by using a Swap-based synthetic replication 
strategy as discussed below. 

The investment strategy of the Product is subject to the investment and borrowing restrictions set 
out in Part 1 of this Prospectus. 

�6�Z�D�S���E�D�V�H�G���V�\�Q�W�K�H�W�L�F���U�H�S�O�L�F�D�W�L�R�Q���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\ 

�6�\�Q�W�K�H�W�L�F���5�H�S�O�L�F�D�W�L�R�Q���X�V�L�Q�J���6�Z�D�S 

The Product will enter into more than one partially-funded Swaps (which are over-the counter 
financial derivative instruments entered into with more than one Swap Counterparties) whereby the 
Product will provide a portion of the net proceeds from subscription from the issue of the Units as 
�L�Q�L�W�L�D�O�� �P�D�U�J�L�Q�� ���³Initial Amount �´���� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�L�H�V�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��
appointed by the Trustee in segregated accounts and will only be transferred to the Swap 

 

https://www.csopasset.com/en/products/hk-coin-2l


 
 
 

Counterparties when the Product defaults and in return the Swap Counterparties will provide the 
Product with an exposure to the Underlying Stock (net of transaction costs). 

Initial Amount 

No more than 60% of the Net Asset Value of the Product from time to time will be used as Initial 
Amount by way of cash and listed units of money market funds authorised by the SFC to acquire 
the Swaps. 

�8�Q�G�H�U�� �H�[�F�H�S�W�L�R�Q�D�O�� �F�L�U�F�X�P�V�W�D�Q�F�H�V�� ���H���J���� �L�Q�F�U�H�D�V�H�G��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\�� �L�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �W�X�U�E�X�O�H�Q�F�H������ �W�K�H��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �P�D�\�� �L�Q�F�U�H�D�V�H��
�V�X�E�V�W�D�Q�W�L�D�O�O�\���� �7�K�H�� �,�Q�L�W�L�D�O���$�P�R�X�Q�W�� �Z�L�O�O�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�X�V�W�R�G�L�D�Q�� �D�S�S�R�L�Q�W�H�G�� �E�\�� �W�K�H��
�7�U�X�V�W�H�H�� �Z�K�R�� �Z�L�O�O�� �K�R�O�G�� �W�K�H�� �D�P�R�X�Q�W�� �I�R�U�� �W�K�H�� �3�U�R�G�X�F�W�� �L�Q�� �G�H�V�L�J�Q�D�W�H�G�� �D�F�F�R�X�Q�W�V���� �D�Q�G�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���K�D�Y�H���D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���R�Y�H�U���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W�����D�Q�G���W�K�H���U�H�O�H�Y�D�Q�W���D�F�F�R�X�Q�W�V�����X�S�R�Q��
�V�X�F�K���W�U�D�Q�V�I�H�U�����7�K�H�U�H���L�V���Q�R���W�U�D�Q�V�I�H�U���R�I���O�H�J�D�O���W�L�W�O�H�����D�Q�G���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�P�D�L�Q�V���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�����E�X�W��
�D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���Z�L�O�O���E�H���F�U�H�D�W�H�G���W�K�H�U�H�X�S�R�Q���L�Q���I�D�Y�R�X�U���R�I���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 

Other investments 

Not less than 20% of the Net Asset Value (this percentage may be reduced proportionately under 
exceptional circumstances where there is a higher Initial Amount requirement, as described above) 
will be invested in cash (HKD or USD) and other HKD or USD denominated investment products, 
such as deposits with banks in Hong Kong and HKD or USD denominated short-term (i.e. maturity 
less than 3 years) investment-grade bonds and money market funds in accordance with the 
requirements of the Code. Yield in HKD or USD (as the case may be) from such cash and 
�L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V���Z�L�O�O���E�H���X�V�H�G���W�R���P�H�H�W���W�K�H���3�U�R�G�X�F�W�¶�V���I�H�H�V���D�Q�G���H�[�S�H�Q�V�H�V���D�Q�G���D�I�W�H�U���G�H�G�X�F�W�L�R�Q���R�I��
such fees and expenses, the remainder will be distributed by the Manager to the Unitholders in 
USD.  

No more than 10% of the Net Asset Value may be invested in the Underlying Stock of the Product.  

No more than 10% of the Net Asset Value may be invested in collective investment schemes which 
may be eligible schemes (as defined by the SFC) or authorised by the SFC in accordance with all 
the applicable requirements of the Code. For the avoidance of dou�E�W�����W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���L�Q��
the money market funds mentioned in the preceding paragraph is not subject to this limit. Any 
investment in ETFs will be considered and treated as collective investment schemes for the 
purposes of and subject to the requirements in 7.11A and 7.11B of the Code.  

For the avoidance of doubt, the Product will not invest in collective investment schemes which are 
non-eligible schemes and not authorised by the SFC. 

All investments of the Product other than Swaps will comply with 7.36 to 7.38 of the Code. The 
Manager has no current intention to enter into any securities lending, repurchase and reverse 
repurchase or similar transaction in respect of the Product.  

Collateral 

Counterparty Exposure 

Collateral arrangements will be taken in relation to these derivative transactions with a view that 
the percentage of the counterparty risk exposure (expressed as a percentage of net assets) is 
reduced to zero. 
 
To collateralise the mark-to-market exposure under the relevant Swap, additional amounts will 
be transferred as variation margin (either by the Product to the Swap Counterparty or vice versa) 
on each business day during the Swap transaction.  Such variation margin will be transferred by 
way of title transfer, or by way of a security interest with a right of use (analogous to title transfer) 
granted thereon. During this process, the Manager will manage the Product to ensure that the 
collateral held by the Pr�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\��
risk exposure and be maintained, marked-to-market on a daily basis, with a view to ensuring that 



 
 
 

there is no uncollateralised counterparty risk exposure at the end of a trading day (subject to 
intra-day price movements, market risk and settlement risk etc.). If the collateral held by the 
�3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I��
any trading day T, by the end of that trading day T, the Manager will generally require that each 
Swap Counterparty deliver additional collateral assets (i.e. variation margin) to make up for the 
difference in value, with the settlement of such delivery expected to occur on or before trading 
day T+2. 
 
Each Swap Counterparty will deliver collateral with a view to reduce the net exposure of the 
Product to each counterparty to 0% (zero per cent), although a minimum transfer amount of up 
to USD250,000 (or currency equivalent) will be applicable. 
 
Diagrammatic Illustration of Synthetic Replication Strategy 
 
Please see below a diagram illustrating the operation of the swap-based synthetic replication 
investment strategy above: 
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���7�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���V�X�E�M�H�F�W���W�R���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W�� 

 
 
Swap Transaction 
 
Each Swap is documented by a confirmation which supplements, forms part of and is governed 
by a 2002 ISDA Master Agreement with schedule thereto (together with an ISDA Credit Support 
Annex and/or ISDA Credit Support Deed in respect thereof), in each case, entered into by the 
Trustee on behalf of the Product and the Swap Counterparty. ISDA documentation is published 
by the International Swaps and Derivatives Association, Inc. 
 
Prior to commencing any transaction with a Swap Counterparty under a Swap, the Manager has 
obtained (if such Swap Counterparty is an existing swap counterparty) or will obtain (if such Swap 
Counterparty is a new swap counterparty) legal opinions or such other confirmations or 
assurances from the Swap Counterparties reasonably acceptable to the Product, confirming that 
(a) such Swap Counterparty has the capacity and authority to enter into the relevant Swap and 
(b) the obligations expressed to be assumed by such Swap Counterparty under the relevant Swap 
constitute legal, valid, binding obligations of the Swap Counterparty enforceable against it in 
accordance with their terms. The enforceability of the termination, bilateral close-out netting and 
multibranch netting provisions in the 2002 ISDA Master Agreement in the relevant jurisdictions in 
which enforcement action may be brought is covered by standard netting opinions commissioned 

�6�Z�D�S�� 

�� 

�&�X�V�W�R�G�L�D�Q���K�R�O�G�V���W�K�H��
�F�R�O�O�D�W�H�U�D�O���R�Q���E�H�K�D�O�I���R�I��

�W�K�H���3�U�R�G�X�F�W�
 

�� 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\ �3�U�R�G�X�F�W 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���S�U�R�Y�L�G�H�V���W�R���3�U�R�G�X�F�W���D�Q���H�[�S�R�V�X�U�H��

�W�R���W�Z�L�F�H�������[�����W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J��

�6�W�R�F�N�����Q�H�W���R�I���W�U�D�Q�V�D�F�W�L�R�Q���F�R�V�W�V�� 
 

�7�K�H�� �3�U�R�G�X�F�W�� �S�U�R�Y�L�G�H�V�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�H��

�,�Q�L�W�L�D�O�� �$�P�R�X�Q�W�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��

�D�S�S�R�L�Q�W�H�G���E�\���W�K�H���7�U�X�V�W�H�H���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���D�Q�G��

�Z�L�O�O�� �R�Q�O�\�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\��

�Z�K�H�Q���W�K�H���3�U�R�G�X�F�W���G�H�I�D�X�O�W�V 

�� 
�(�D�F�K���S�D�U�W�\���S�U�R�F�X�U�H�V���F�R�O�O�D�W�H�U�D�O�����L���H�����Y�D�U�L�D�W�L�R�Q���P�D�U�J�L�Q�����W�R���E�H��

�G�H�O�L�Y�H�U�H�G���W�R���W�K�H���R�W�K�H�U���S�D�U�W�\���Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H��

�L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���P�D�U�N���W�R���P�D�U�N�H�W���U�L�V�N���H�[�S�R�V�X�U�H���D�W���W�K�H��

�H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\ 



 
 
 

�E�\���,�6�'�$�����,�Q���U�H�V�S�H�F�W���R�I���H�D�F�K���6�Z�D�S�����Q�R�Q�H���R�I���W�K�H���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U���W�K�H���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´��
contained in the 2002 ISDA Master Agreement has been disapplied in respect of the relevant 
Swap Counterparty (although some of them have been amended to reflect the nature of the Swap 
�&�R�X�Q�W�H�U�S�D�U�W�\�����W�K�H���7�U�X�V�W�H�H���D�Q�G���W�K�H���3�U�R�G�X�F�W���D�Q�G���F�H�U�W�D�L�Q���³�$�G�G�L�W�L�R�Q�D�O���7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´���K�D�Y�H���D�O�V�R��
been inserted in respect of the Trustee and the Product). The Trustee (on behalf of the Product) 
has the right, in the event of insolvency �R�U���W�K�H���R�F�F�X�U�U�H�Q�F�H���R�I���F�H�U�W�D�L�Q���R�W�K�H�U���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U��
�³�7�H�U�P�L�Q�D�W�L�R�Q�� �(�Y�H�Q�W�V�´�� �R�I�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�D�W�� �D�U�H�� �F�R�Q�W�L�Q�X�L�Q�J�� �D�W�� �W�K�H�� �U�H�O�H�Y�D�Q�W�� �W�L�P�H���� �W�R��
terminate the Swap on behalf of the Product at any time (such termination may take effect 
immediately) and without any approval from the Swap Counterparty. 
 
The actual termination events vary according to the negotiation between the Manager and each 
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����7�K�H���I�R�O�O�R�Z�L�Q�J�V���D�U�H���V�R�P�H���H�[�D�P�S�O�H�V���R�I���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´�� 

 
(a) decline in the Net Asset Value of the Product to a prescribed triggering level;  

  
(b) illegality of other similar events which affects the ability of the Swap Counterparty or the 

Product to perform its obligations under the Swap agreement; 
 

(c) change of Manager or Trustee; and 
 

(d) termination of the Product.  
 
Criteria for Selection of Swap Counterparty  
 
In selecting a Swap Counterparty (or a replacement Swap Counterparty), the Manager will have 
regard to a number of criteria, including but not limited to the fact that the prospective Swap 
Counterparty or its guarantor is a substantial financial institution (as defined under the Code) 
subject to an on-going prudential and regulatory supervision,��or such other entity acceptable to 
the SFC under the Code. The Manager may also impose such other selection criteria as it 
considers appropriate. A Swap Counterparty must be independent of the Manager.  
 
As at the date of this Prospectus, the Swap Counterparties to the Product and their guarantors 
(where relevant) are:  
 
Swap Counterparty  Place of incorporation of 

the Swap Counterparty  
�6�W�D�Q�G�D�U�G�� �	�� �3�R�R�U�¶�V�� �F�U�H�G�L�W��
rating  

J.P.Morgan Securities PLC United Kingdom �$�$�� 

Societe Generale France A 

HSBC Bank Plc United Kingdom A- 

 
The Manager will publish, inter alia, the latest list of the identity of the Swap Counterparty of the 
�3�U�R�G�X�F�W�����D�V���Z�H�O�O���D�V���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���D�Q�G���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���V�X�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����R�Q��
�W�K�H���0�D�Q�D�J�H�U�¶�V���Z�H�E�V�L�W�H���D�W https://www.csopasset.com/en/products/hk-coin-2l (which has not been 
reviewed by the SFC). 

Collateral Arrangements 

The Manager seeks the provision of collateral to mitigate potential counterparty risks, with a view 
to ensuring that there is no uncollateralized counterparty risk exposure subject to the minimum 
�W�U�D�Q�V�I�H�U���D�P�R�X�Q�W�V���G�H�V�F�U�L�E�H�G���L�Q���W�K�H���V�H�F�W�L�R�Q���K�H�D�G�H�G���³�&�R�X�Q�W�H�U�S�D�U�W�\���(�[�S�R�V�X�U�H�´���D�E�R�Y�H�����7�K�H���F�R�O�O�D�W�H�U�D�O��
�K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���V�K�R�X�O�G���U�H�S�U�H�V�H�Q�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��

https://www.csopasset.com/en/products/hk-coin-2l


 
 
 

exposure towards the Swap Counterparties, with the value of the collateral marked to market by 
the end of each trading day. Where collateral taken is in the nature of cash and/or government 
bonds, the market value of such cash and/or government bond collateral should represent at least 
100% of the related gross counterparty risk exposure towards the Swap Counterparties.  
 
Collateral may take such form as the Manager considers appropriate, and currently it is in the 
form of bonds and/or cash. If a Swap Counterparty becomes insolvent, or if a Swap Counterparty 
fails to pay any sum payable under the Swap when due and after a demand has been made, or 
if other events of default specified in the relevant swap agreement occur, the Product, subject to 
the terms of the swap agreement, shall be entitled to enforce the relevant collateral and obtain 
full title thereof. In such instance�V�����W�K�H���3�U�R�G�X�F�W�¶�V���R�E�O�L�J�D�W�L�R�Q�V���W�R���U�H�W�X�U�Q���W�K�H���F�R�O�O�D�W�H�U�D�O���Z�L�O�O���E�H���R�I�I�V�H�W��
�D�J�D�L�Q�V�W���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���R�E�O�L�J�D�W�L�R�Q���W�R���S�D�\���X�Q�G�H�U���W�K�H���V�Z�D�S���D�J�U�H�H�P�H�Q�W���� 
 
The Manager has adopted measures to monitor the eligibility criteria and valuation of collateral 
provided to the Product on an ongoing basis.  
 
Collaterals taken by the Product shall comply with all applicable requirements under the Code, 
including Chapter 8.8(e) of the Code as supplemented by such other guidance from the SFC from 
time to time.  
 
The following criteria will be observed when accepting assets as collaterals for the Product: 
liquidity, daily valuation, credit quality, price volatility, diversification, correlation, management of 
operational and legal risks, enforceability, not being availability for secondary recourse and 
involving no structured product. Only cash collateral will be reinvested in accordance with the 
collateral policy set out in Part 1 of this Prospectus.   
 
The details of the collateral requirements required under the Code and the collateral policy of the 
Trust and the Product are set out in Part 1 of this Prospectus. 
 
Collateral provided to the Product must be held by the Trustee or any custodian duly appointed 
by the Trustee.  
 
�'�H�W�D�L�O�V�� �R�I�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �P�D�Q�D�J�H�P�H�Q�W�� �S�R�O�L�F�\�� �F�D�Q�� �E�H�� �I�R�X�Q�G�� �D�W�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H���D�W��
�K�W�W�S�V�������Z�Z�Z���F�V�R�S�D�V�V�H�W���F�R�P���H�Q���S�U�R�G�X�F�W�V���K�N���F�R�L�Q�����O�����Z�K�L�F�K���K�D�V���Q�R�W���E�H�H�Q���U�H�Y�L�H�Z�H�G���E�\���W�K�H���6�)�&��.  
 
�7�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���G�H�U�L�Y�D�W�L�Y�H���H�[�S�R�V�X�U�H���P�D�\���E�H���P�R�U�H���W�K�D�Q�������������R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H�� 

The Product's net derivative exposure to financial derivative instruments will not exceed 202% of 
its Net Asset Value (i) at the time of Daily rebalancing of the Product, (ii) between Daily rebalancing, 
unless due to market movements. 

Swap Fees 

�7�K�H���3�U�R�G�X�F�W���Z�L�O�O���E�H�D�U���W�K�H���V�Z�D�S���I�H�H�V�����Z�K�L�F�K���L�Q�F�O�X�G�H�V���D�O�O���F�R�V�W�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���6�Z�D�S���W�U�D�Q�V�D�F�W�L�R�Q�V��
�D�Q�G���D�U�H���V�X�E�M�H�F�W���W�R���W�K�H���G�L�V�F�X�V�V�L�R�Q���D�Q�G���F�R�Q�V�H�Q�V�X�V���E�H�W�Z�H�H�Q���W�K�H���0�D�Q�D�J�H�U���D�Q�G���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\��
�E�D�V�H�G���R�Q���W�K�H���D�F�W�X�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V���R�Q���D���F�D�V�H���E�\���F�D�V�H���E�D�V�L�V�����7�K�H���V�Z�D�S���I�H�H�V���U�H�S�U�H�V�H�Q�W���D��
�Y�D�U�L�D�E�O�H�� �V�S�U�H�D�G�� ���Z�K�L�F�K�� �F�D�Q�� �E�H�� �S�R�V�L�W�L�Y�H�� �R�U�� �Q�H�J�D�W�L�Y�H���� �S�O�X�V���6�2�)�5���Z�K�L�F�K�� �U�H�I�O�H�F�W�V���W�K�H�� �E�U�R�N�H�U�D�J�H��
�F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �L�Q�� �R�U�G�H�U�� �W�R��
�S�U�R�Y�L�G�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���W�Z�R���W�L�P�H�V���O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���� 

�,�I���W�K�H���V�Z�D�S���I�H�H�����6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���S�R�V�L�W�L�Y�H���I�L�J�X�U�H�����W�K�H�Q���L�W���Z�L�O�O���E�H���E�R�U�Q�H���E�\���W�K�H���3�U�R�G�X�F�W���D�Q�G���P�D�\��
�K�D�Y�H���D�Q���D�G�Y�H�U�V�H���L�P�S�D�F�W���R�Q���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H���D�Q�G���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����D�Q�G���P�D�\���U�H�V�X�O�W��
�L�Q�� �D�� �Q�H�J�D�W�L�Y�H�� �L�P�S�D�F�W�� �R�Q�� �W�K�H�� �W�U�D�F�N�L�Q�J�� �G�L�I�I�H�U�H�Q�F�H�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W���� �2�Q�� �W�K�H�� �F�R�Q�W�U�D�U�\���� �L�I�� �W�K�H�� �V�Z�D�S�� �I�H�H��
���6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���Q�H�J�D�W�L�Y�H���I�L�J�X�U�H�����W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���S�D�\���W�K�H���V�Z�D�S���I�H�H���W�R���W�K�H���3�U�R�G�X�F�W��
�D�Q�G���P�D�\���O�H�D�G���W�R���D���S�R�V�L�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���W�U�D�F�N�L�Q�J���G�L�I�I�H�U�H�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����F�X�U�U�H�Q�W�O�\���W�K�H���V�Z�D�S���I�H�H�V��
�D�U�H���H�[�S�H�F�W�H�G���W�R���U�D�Q�J�H���I�U�R�P�������������� �W�R������ ���������� �S�H�U���D�Q�Q�X�P���R�I�� �W�K�H���6�Z�D�S���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W�����L���H�����I�U�R�P��
�������������W�R������ �����������S�H�U���D�Q�Q�X�P���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����7�K�L�V���L�V���D���E�H�V�W���H�V�W�L�P�D�W�H���R�Q�O�\���D�Q�G���P�D�\��
�G�H�Y�L�D�W�H�� �I�U�R�P�� �W�K�H�� �D�F�W�X�D�O�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V������ �,�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V�� �D�Q�G�� �H�[�F�H�S�W�L�R�Q�D�O��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���� �W�K�H�� �E�U�R�N�H�U�D�J�H�� �F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I���I�L�Q�D�Q�F�L�Q�J�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���K�H�G�J�H���P�D�\���L�Q�F�U�H�D�V�H���V�L�J�Q�L�I�L�F�D�Q�W�O�\���D�Q�G���L�Q���U�H�W�X�U�Q���L�Q�F�U�H�D�V�H���W�K�H���V�Z�D�S���I�H�H�V�����:�K�H�Q���W�K�H���D�F�W�X�D�O��

https://www.csopasset.com/en/products/hk-coin-2l


 
 
 

�V�Z�D�S�� �I�H�H�� �O�H�Y�H�O�� �H�[�F�H�H�G�V���W�K�H�� �G�L�V�F�O�R�V�H�G�� �O�H�Y�H�O���� �W�K�H�� �0�D�Q�D�J�H�U�� �Z�L�O�O�� �L�V�V�X�H�� �Q�R�W�L�F�H�� �W�R�� �W�K�H���L�Q�Y�H�V�W�R�U�V�����7�K�H��
�3�U�R�G�X�F�W�� �V�K�D�O�O�� �E�H�D�U�� �W�K�H�� �V�Z�D�S�� �I�H�H�V�� ���L�Q�F�O�X�G�L�Q�J�� �D�Q�\�� �F�R�V�W�V�� �D�V�V�R�F�L�D�W�H�G�� �Z�L�W�K�� �W�K�H�� �H�Q�W�H�U�L�Q�J�� �L�Q�W�R���� �R�U��
�X�Q�Z�L�Q�G�L�Q�J�� �R�U�� �P�D�L�Q�W�H�Q�D�Q�F�H�� �R�I���� �D�Q�\�� �K�H�G�J�L�Q�J�� �D�U�U�D�Q�J�H�P�H�Q�W�V�� �L�Q���U�H�V�S�H�F�W���R�I�� �V�X�F�K�� �6�Z�D�S�V�������6�Z�D�S�� �I�H�H�V��
�D�U�H�� �D�F�F�U�X�H�G�� �G�D�L�O�\�� �D�Q�G�� �V�S�U�H�D�G�� �R�X�W�� �R�Y�H�U�� �W�K�H�� �P�R�Q�W�K�����7�K�H�� �P�D�[�L�P�X�P�� �X�Q�Z�L�Q�G�L�Q�J�� �I�H�H�� �S�D�\�D�E�O�H�� �E�\�� �W�K�H��
�3�U�R�G�X�F�W���L�V�������E�S�V���S�H�U���W�U�D�Q�V�D�F�W�L�R�Q���R�Q���W�K�H���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W���R�I���W�K�H���6�Z�D�S���X�Q�Z�R�X�Q�G�� 

The Manager will disclose the swap fees in the semi-annual and annual financial reports of the 
Product. The swap fees will be borne by the Product and hence may have an adverse impact on 
the Net Asset Value and the performance of the Product, and may result in higher tracking error.  

Daily rebalancing of the Product  

The Product will rebalance its position on a day when the SEHK and the NASDAQ are open for 
trading (i.e. a Business Day). At or around the close of trading of the NASDAQ on each Business 
Day, the Product will seek to rebalance its portfolio, by increasing exposure in response to the 
Underlying Stock�¶�V��two times Daily gains or reducing exposure in response to the Underlying 
Stock�¶�V��two times Daily losses, so that its Daily leveraged exposure ratio to the Underlying Stock is 
�F�R�Q�V�L�V�W�H�Q�W���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�� 

The table below illustrates how the Product as a leveraged product will rebalance its position 
following the movement of the price of the Underlying Stock by the end of trading of the relevant 
markets. Assuming that the initial Net Asset Value of the Product is 100 on day 0, the Product will 
need to have an exposure of 200 to meet the objective of the Product. If the price of the Underlying 
Stock increases by 10% during the day, the Net Asset Value of the Product would have increased 
to 120, making the exposure of the Product 220. As the Product needs an exposure of 240, which 
is 2x the �3�U�R�G�X�F�W�¶s Net Asset Value at closing, the Product will need to rebalance its position by an 
additional 20. Day 1 illustrates the rebalancing requirements if the price of the Underlying Stock 
falls by 5% on the subsequent day.   

 �&�D�O�F�X�O�D�W�L�R�Q �'�D�\���� �'�D�\���� �'�D�\���� 

(a) Initial Product NAV   100 120 108 

(b) Initial exposure (b) = (a) × 2  200 240 216 

(c) Daily change of price of Underlying 
Stock (%)   10% -5% 5% 

(d) Profit / loss on exposure (d) = (b) × (c)  20 -12 10.8 

(e) Closing Product NAV (e) = (a) + (d) 120 108 118.8 

(f) Exposure (f) = (b) × (1+(c))  220 228 226.8 

(g) Target exposure to maintain 

leverage ratio (g) = (e) × 2  240 216 237.6 

(h) Required rebalancing amounts (h) = (g) - (f) 20 -12 10.8 

The above figures are calculated before fees and expenses. 

Underlying Stock  

Coinbase Global, Inc. operates a cryptocurrency exchange platform and provides data and 
transaction processing services. It offers digital currency wallet and platform for general 
transactions. Coinbase Global, Inc. is listed on the NASDAQ, a stock exchange based in the US. 

Borrowing policy and restriction  

Borrowing against the assets of the Product is allowed up to a maximum of 10% of its latest 
available Net Asset Value, only on a temporary basis for the purposes of meeting redemption 



 
 
 

requests or defraying operating expenses.  

Comparison between the performance of the Underlying Stock and the leveraged 
performance of the Underlying Stock for a period longer than one day (i.e. comparison of 
the point -to-point performance)   
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�'�D�\���� 

�,�Q�Y�H�V�W�R�U�V�� �V�K�R�X�O�G�� �Q�R�W�H�� �W�K�D�W�� �G�X�H�� �W�R�� �W�K�H�� �H�I�I�H�F�W�� �R�I�� �³�S�D�W�K�� �G�H�S�H�Q�G�H�Q�F�\�´�� ���D�V�� �H�[�S�O�D�L�Q�H�G�� �E�H�O�R�Z���� �D�Q�G��
compounding of the Daily returns of the Underlying Stock, the performance of the Underlying Stock 
multiplied by two (and as a result the performance of the Product before deduction of fees and 
expenses) for periods longer than a single day, especially in periods of market volatility which has 
a negative impact on the accumulative return of the Product, may not be twice the return of the 
Underlying Stock and may be completely uncorrelated to the extent of change of the price of the 
Underlying Stock over the same period. 

�)�R�U�� �I�X�U�W�K�H�U�� �L�O�O�X�V�W�U�D�W�L�R�Q�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �X�Q�G�H�U�� �G�L�I�I�H�U�H�Q�W�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V���� �L�Q�Y�H�V�W�R�U�V��
�P�D�\�� �D�F�F�H�V�V�� �W�K�H�� �³�S�H�U�I�R�U�P�D�Q�F�H�� �V�L�P�X�O�D�W�R�U�´�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Z�H�E�V�L�W�H�� �D�W 
https://www.csopasset.com/en/products/hk-coin-2l (which has not been reviewed by the SFC), 
�Z�K�L�F�K���Z�L�O�O���V�K�R�Z���W�K�H���3�U�R�G�X�F�W�¶�V���K�L�V�W�R�U�L�F�D�O���S�H�U�I�R�U�P�D�Q�F�H���G�D�W�D���G�X�U�L�Q�J���D���V�H�O�H�F�W�H�G���W�L�P�H���S�H�U�L�R�G���V�L�Q�F�H���W�K�H��
launch of the Product.  

�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\ 
 
As explained above, the Product tracks the leveraged performance of the �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N, if 
observed on a Daily basis. However, due to path dependency of the performance of the Underlying 
Stock and the Daily leveraged performance of the Underlying Stock, when comparing the 
performance of the Underlying Stock and the leveraged performance of the Underlying Stock for a 
period longer than one day (i.e. comparison of the point-to-point performance), the historical 
leveraged performance of the Underlying Stock will not be equal to the simple leveraged 
performance of the Underlying Stock over the same period of time. 
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�V�X�F�K���'�D�L�O�\���P�R�Y�H�P�H�Q�W�V�����W�K�H���U�H�V�S�H�F�W�L�Y�H���F�O�R�V�L�Q�J���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G���F�O�R�V�L�Q�J���1�H�W���$�V�V�H�W��
�9�D�O�X�H���R�I���W�K�H���3�U�R�G�X�F�W���D�U�H���D�V���V�H�W���R�X�W���L�Q���W�K�H���H�[�D�P�S�O�H���D�E�R�Y�H���� 
 
�2�Q���G�D�\���������W�K�H���F�O�R�V�L�Q�J���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���L�V�����������Z�K�L�F�K���L�V���W�K�H���V�D�P�H���D�V���L�W�V���F�O�R�V�L�Q�J���S�U�L�F�H���R�Q��
�G�D�\�������E�X�W���W�K�H���F�O�R�V�L�Q�J���1�H�W���$�V�V�H�W���9�D�O�X�H���R�I���W�K�H���3�U�R�G�X�F�W���L�V���������������Z�K�L�F�K���L�V���O�R�Z�H�U���W�K�D�Q���L�W�V���F�O�R�V�L�Q�J���1�H�W��
�$�V�V�H�W���9�D�O�X�H���R�Q���G�D�\���������+�H�Q�F�H�����Z�K�H�Q���F�R�P�S�D�U�L�Q�J���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G���W�K�H��
�3�U�R�G�X�F�W�� �I�U�R�P�� �G�D�\�� ���� �W�R�� �G�D�\�� ������ �L�W�� �L�V�� �F�O�H�D�U�� �W�K�D�W�� �W�K�H�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�� �L�V�� �Q�R�W�� �D�� �V�L�P�S�O�H��
�S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���P�X�O�W�L�S�O�L�H�G���E�\���W�Z�R�� 
 
The Offering Phases  

�,�Q�L�W�L�D�O���2�I�I�H�U���3�H�U�L�R�G�� 

�7�K�H���,�Q�L�W�L�D�O���2�I�I�H�U���3�H�U�L�R�G���F�R�P�P�H�Q�F�H�V���D�W�������������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���������0�D�U�F�K�������������D�Q�G���H�Q�G�V���D�W��
�����������S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���������0�D�U�F�K���������������R�U���V�X�F�K���R�W�K�H�U���G�D�W�H���D�V���W�K�H���0�D�Q�D�J�H�U���P�D�\��
�G�H�W�H�U�P�L�Q�H�� 

�7�K�H���/�L�V�W�L�Q�J���'�D�W�H���L�V���H�[�S�H�F�W�H�G���W�R���E�H���R�Q���������0�D�U�F�K�������������E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\���W�K�H���0�D�Q�D�J�H�U���W�R���D��
�G�D�W�H���Q�R���O�D�W�H�U���W�K�D�Q���������$�S�U�L�O������������ 

�7�K�H���S�X�U�S�R�V�H���R�I���W�K�H���,�Q�L�W�L�D�O���2�I�I�H�U���3�H�U�L�R�G���L�V���W�R���H�Q�D�E�O�H���3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���W�R���V�X�E�V�F�U�L�E�H���I�R�U���8�Q�L�W�V���H�L�W�K�H�U��
�R�Q�� �W�K�H�L�U�� �R�Z�Q�� �D�F�F�R�X�Q�W�� �R�U�� �I�R�U�� �W�K�H�L�U�� �F�O�L�H�Q�W�V���� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �7�U�X�V�W�� �'�H�H�G�� �D�Q�G�� �W�K�H�� �2�S�H�U�D�W�L�Q�J��
�*�X�L�G�H�O�L�Q�H�V�����'�X�U�L�Q�J���W�K�L�V���S�H�U�L�R�G�����3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V�����D�F�W�L�Q�J���I�R�U���W�K�H�P�V�H�O�Y�H�V���R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����P�D�\��
�D�S�S�O�\�� �I�R�U�� �8�Q�L�W�V�� �W�R�� �E�H�� �D�Y�D�L�O�D�E�O�H�� �I�R�U�� �W�U�D�G�L�Q�J�� �R�Q�� �W�K�H�� �/�L�V�W�L�Q�J�� �'�D�W�H�� �E�\�� �F�U�H�D�W�L�R�Q���� �1�R�� �U�H�G�H�P�S�W�L�R�Q�V�� �D�U�H��
�S�H�U�P�L�W�W�H�G���G�X�U�L�Q�J���W�K�H���,�Q�L�W�L�D�O���2�I�I�H�U���3�H�U�L�R�G�� 

�8�S�R�Q�� �U�H�F�H�L�S�W�� �R�I�� �D�� �&�U�H�D�W�L�R�Q���$�S�S�O�L�F�D�W�L�R�Q�� �I�U�R�P�� �D�� �3�D�U�W�L�F�L�S�D�W�L�Q�J�� �'�H�D�O�H�U�� ���D�F�W�L�Q�J�� �I�R�U�� �L�W�V�H�O�I�� �R�U�� �L�W�V�� �F�O�L�H�Q�W�V����
�G�X�U�L�Q�J���W�K�H���,�Q�L�W�L�D�O���2�I�I�H�U���3�H�U�L�R�G�����W�K�H���0�D�Q�D�J�H�U���V�K�D�O�O���S�U�R�F�X�U�H���W�K�H���F�U�H�D�W�L�R�Q���R�I���8�Q�L�W�V���I�R�U���V�H�W�W�O�H�P�H�Q�W���R�Q���W�K�H��
�,�Q�L�W�L�D�O���,�V�V�X�H���'�D�W�H�� 

�3�D�U�W�L�F�L�S�D�W�L�Q�J�� �'�H�D�O�H�U�V�� �P�D�\�� �K�D�Y�H�� �W�K�H�L�U�� �R�Z�Q�� �D�S�S�O�L�F�D�W�L�R�Q�� �S�U�R�F�H�G�X�U�H�V�� �I�R�U�� �W�K�H�L�U�� �U�H�V�S�H�F�W�L�Y�H�� �F�O�L�H�Q�W�V�� �D�Q�G��
�P�D�\�� �V�H�W�� �D�S�S�O�L�F�D�W�L�R�Q�� �D�Q�G�� �S�D�\�P�H�Q�W�� �F�X�W���R�I�I�� �W�L�P�H�V�� �I�R�U�� �W�K�H�L�U�� �U�H�V�S�H�F�W�L�Y�H�� �F�O�L�H�Q�W�V�� �Z�K�L�F�K�� �D�U�H�� �H�D�U�O�L�H�U�� �W�K�D�Q��
�W�K�R�V�H�� �V�H�W�� �R�X�W�� �L�Q�� �W�K�L�V�� �3�U�R�V�S�H�F�W�X�V���� �,�Q�Y�H�V�W�R�U�V�� �D�U�H�� �W�K�H�U�H�I�R�U�H�� �D�G�Y�L�V�H�G�� �W�R�� �F�R�Q�V�X�O�W�� �Z�L�W�K�� �W�K�H�� �U�H�O�H�Y�D�Q�W��
�3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U���R�Q���L�W�V���U�H�T�X�L�U�H�P�H�Q�W�V���L�I���W�K�H�\���Z�D�Q�W���D���3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U���W�R���V�X�E�V�F�U�L�E�H���I�R�U���8�Q�L�W�V���R�Q��
�W�K�H�L�U���E�H�K�D�O�I�� 

�$�I�W�H�U���/�L�V�W�L�Q�J 

�³�$�I�W�H�U���/�L�V�W�L�Q�J�´���F�R�P�P�H�Q�F�H�V���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H���D�Q�G���F�R�Q�W�L�Q�X�H�V���X�Q�W�L�O���W�K�H���7�U�X�V�W���L�V���W�H�U�P�L�Q�D�W�H�G�� 

�'�H�D�O�L�Q�J�V���L�Q���W�K�H���8�Q�L�W�V���R�Q���W�K�H���6�(�+�.���F�R�P�P�H�Q�F�H�G���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H�� 

�$�O�O���L�Q�Y�H�V�W�R�U�V���P�D�\���E�X�\���D�Q�G���V�H�O�O���8�Q�L�W�V���L�Q���W�K�H���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���R�Q���W�K�H���6�(�+�.���D�Q�G���3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V��
���I�R�U���W�K�H�P�V�H�O�Y�H�V���R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����P�D�\���D�S�S�O�\���I�R�U���F�U�H�D�W�L�R�Q���D�Q�G���U�H�G�H�P�S�W�L�R�Q���R�I���8�Q�L�W�V���L�Q���W�K�H���S�U�L�P�D�U�\��
�P�D�U�N�H�W���L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H�����I�U�R�P�������������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����W�R�������������S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q��
�H�D�F�K���'�H�D�O�L�Q�J���'�D�\���� 

�7�K�H�� �I�R�O�O�R�Z�L�Q�J�� �W�D�E�O�H�� �V�X�P�P�D�U�L�V�H�V�� �D�O�O�� �N�H�\�� �H�Y�H�Q�W�V�� �D�Q�G�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �H�[�S�H�F�W�H�G�� �W�L�P�H�W�D�E�O�H�� ���D�O�O��
�U�H�I�H�U�H�Q�F�H�V���W�R���W�L�P�H�V���D�U�H���W�R���+�R�Q�J���.�R�Q�J���W�L�P�H������ 



 
 
 

�,�Q�L�W�L�D�O���2�I�I�H�U���3�H�U�L�R�G���F�R�P�P�H�Q�F�H�V 
 

 

�x �3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���P�D�\���D�S�S�O�\���I�R�U��
�F�U�H�D�W�L�R�Q���I�R�U���W�K�H�P�V�H�O�Y�H�V���R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V��
�L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H�� �� 

 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q������ ���0�D�U�F�K��
�������� ���E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\���W�K�H��
�0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������D���P�������+�R�Q�J��
�.�R�Q�J���W�L�P�H�����R�Q���������$�S�U�L�O���������� 
 

�7�K�H���G�D�W�H���W�K�D�W���L�V���W�Z�R���%�X�V�L�Q�H�V�V���'�D�\�V���S�U�L�R�U���W�R���W�K�H��
�/�L�V�W�L�Q�J���'�D�W�H 

 

 

�x �/�D�W�H�V�W���W�L�P�H���I�R�U���&�U�H�D�W�L�R�Q���$�S�S�O�L�F�D�W�L�R�Q�V���E�\��
�3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���I�R�U���8�Q�L�W�V���W�R���E�H��
�D�Y�D�L�O�D�E�O�H���I�R�U���W�U�D�G�L�Q�J���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H 

 

�x �����������S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���������0�D�U�F�K��
�������� ���E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\���W�K�H��
�0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������S���P�������+�R�Q�J��
�.�R�Q�J���W�L�P�H�����R�Q���������$�S�U�L�O���������� 

�$�I�W�H�U���O�L�V�W�L�Q�J�����S�H�U�L�R�G���F�R�P�P�H�Q�F�H�V���R�Q���W�K�H���/�L�V�W�L�Q�J��
�'�D�W�H�� 

 

�x �$�O�O���L�Q�Y�H�V�W�R�U�V���P�D�\���V�W�D�U�W���W�U�D�G�L�Q�J���8�Q�L�W�V���R�Q���W�K�H��
�6�(�+�.���W�K�U�R�X�J�K���D�Q�\���G�H�V�L�J�Q�D�W�H�G���E�U�R�N�H�U�V����
�D�Q�G 
 

�x �3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���P�D�\���D�S�S�O�\���I�R�U��
�F�U�H�D�W�L�R�Q���D�Q�G���U�H�G�H�P�S�W�L�R�Q�����I�R�U���W�K�H�P�V�H�O�Y�H�V��
�R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H 

�x �&�R�P�P�H�Q�F�H���D�W�������������D���P�������+�R�Q�J���.�R�Q�J��
�W�L�P�H�����R�Q���������0�D�U�F�K���������������E�X�W���P�D�\���E�H��
�S�R�V�W�S�R�Q�H�G���E�\���W�K�H���0�D�Q�D�J�H�U���W�R���D���G�D�W�H���Q�R��
�O�D�W�H�U���W�K�D�Q���������$�S�U�L�O���������� 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����W�R��������������
�S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���H�D�F�K���'�H�D�O�L�Q�J��
�'�D�\�� 

 

 

�(�[�F�K�D�Q�J�H���/�L�V�W�L�Q�J���D�Q�G���7�U�D�G�L�Q�J�����6�H�F�R�Q�G�D�U�\���0�D�U�N�H�W�� 

Application has been made to the Listing Committee of the SEHK for the listing of, and permission 
to deal in the Units traded in USD and HKD. 

Units are neither listed nor dealt on any other stock exchange and no application for such listing or 
permission to deal is being sought as at the date of this Prospectus. Application may be made in 
the future for a listing of Units on one or more other st�R�F�N���H�[�F�K�D�Q�J�H�V�����,�Q�Y�H�V�W�R�U�V�¶���D�W�W�H�Q�W�L�R�Q���L�V���G�U�D�Z�Q��
�W�R�� �W�K�H�� �V�H�F�W�L�R�Q�� �H�Q�W�L�W�O�H�G�� �³�(�[�F�K�D�Q�J�H�� �/�L�V�W�L�Q�J�� �D�Q�G�� �7�U�D�G�L�Q�J�� ���6�H�F�R�Q�G�D�U�\�� �0�D�U�N�H�W���´�� �L�Q�� �3�D�U�W�� ���� �R�I�� �W�K�L�V��
Prospectus for further information. 

Dealings on the SEHK in Units traded in USD and HKD are expected to begin on 24 March 2025.  

Participating Dealers should note that they will not be able to sell or otherwise deal in the Units on 
the SEHK until dealings begin on the SEHK. 

Dual  Counter Trading  

The Manager has arranged for Units to be available for trading on the secondary market on the 
SEHK under a Dual Counter arrangement. Units are denominated in USD. Despite the Dual 
Counter arrangement, the creation of new Units and redemption of Units in the primary market are 
settled in USD only. The Product offers 2 trading counters on the SEHK (i.e. HKD counter and USD 
counter) to investors for secondary trading purposes. Units traded in HKD counter will be settled in 
HKD and Units traded in USD counter will be settled in USD. Apart from settlement in different 
currencies, the trading prices of Units in the 2 counters may be different. 

Units traded on both counters are of the same class and share the same ISIN, and all Unitholders 
of both counters are treated equally. The 2 counters will have different stock codes and different 



 
 
 

stock short names as follows: 

 �8�6�'���&�R�X�Q�W�H�U �+�.�'���&�R�X�Q�W�H�U 

�6�W�R�F�N���&�R�G�H ��������  ��������  

�6�K�R�U�W���6�W�R�F�N���1�D�P�H �; �/�� �&�6�2�3�&�2�,�1���8 �; �/�� �&�6�2�3�&�2�,�1 

�,�6�,�1���Q�X�P�E�H�U �+�.��������������������  

 

�1�R�U�P�D�O�O�\���� �L�Q�Y�H�V�W�R�U�V�� �F�D�Q�� �E�X�\�� �D�Q�G�� �V�H�O�O�� �8�Q�L�W�V�� �W�U�D�G�H�G�� �L�Q�� �W�K�H�� �V�D�P�H�� �F�R�X�Q�W�H�U�� �R�U�� �D�O�W�H�U�Q�D�W�L�Y�H�O�\���E�X�\�� �L�Q�� ����
�F�R�X�Q�W�H�U�� �D�Q�G�� �V�H�O�O�� �L�Q�� �W�K�H�� �R�W�K�H�U�� �F�R�X�Q�W�H�U�� �S�U�R�Y�L�G�H�G�� �W�K�H�L�U�� �E�U�R�N�H�U�V�� �S�U�R�Y�L�G�H�� �E�R�W�K���8�6�'���D�Q�G���+�.�'�� trading 
services at the same time. Inter-counter buy and sell is permissible even if the trades take place 
within the same trading day. However, investors should note that the trading price of Units traded 
in the �8�6�' counter and that of HKD counter may be different and may not always maintain a close 
relationship depending on factors such as market demand and supply and liquidity in each counter. 

More information with regard to the Dual Counter is available in the frequently asked questions in 
�U�H�V�S�H�F�W�� �R�I�� �W�K�H�� �'�X�D�O�� �&�R�X�Q�W�H�U�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H��
http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products�� 

Investors should consult their brokers if they have any questions concerning fees, timing, 
procedures and the operation of the Dual Counter, including inter-counter trading���� �,�Q�Y�H�V�W�R�U�V�¶��
�D�W�W�H�Q�W�L�R�Q���L�V���D�O�V�R���G�U�D�Z�Q���W�R���W�K�H���U�L�V�N���I�D�F�W�R�U���E�H�O�R�Z���H�Q�W�L�W�O�H�G���³�'�X�D�O���&�R�X�Q�W�H�U��Trading �5�L�V�N�V�´�� 

Distribution Policy  

The Manager intends to distribute income to Unitholders annually (in December) having regard to 
�W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���L�Q�F�R�P�H���D�I�W�H�U���I�H�H�V���D�Q�G���F�R�V�W�V��  

The Manager will also have the discretion to determine if and to what extent distributions (whether 
directly or effectively) will be paid out of capital of the Product. 

The Manager may, at its discretion, pay distributions out of capital. The Manager may also, at its 
discretion, pay distributions out of gross income while all or part of the fees and expenses of the 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of capital.  Investors should note that payments of distributions out of capital 
or effe�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �F�D�S�L�W�D�O�� �D�P�R�X�Q�W�V�� �W�R�� �D�� �U�H�W�X�U�Q�� �R�U�� �Z�L�W�K�G�U�D�Z�D�O�� �R�I�� �S�D�U�W�� �R�I�� �D�Q�� �L�Q�Y�H�V�W�R�U�¶�V�� �R�U�L�J�L�Q�D�O��
investment or from any capital gains attributable to that original investment. Any distributions 
�L�Q�Y�R�O�Y�L�Q�J�� �S�D�\�P�H�Q�W�� �R�X�W�� �R�I�� �R�U�� �H�I�I�H�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�D�S�L�W�D�O may result in an immediate 
reduction in the Net Asset Value per Unit and will reduce any capital appreciation for the Unitholders.  
There is no guarantee of any regular distribution. 

The composition of the distributions (i.e. the relative amounts paid out of net distributable income 
and capital) for the last 12 months are available by the Manager on request and also on the 
�0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H https://www.csopasset.com/en/products/hk-coin-2l (which has not been 
reviewed by the SFC).  

The distribution policy may be amended subject to the SFC�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O���D�Q�G���X�S�R�Q���J�L�Y�L�Q�J���Q�R�W��
�O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V���� 

Distributions (if declared) will be declared in the base currency of the Product (i.e. USD). The 
Manager will make an announcement prior to any distribution in respect of the relevant distribution 
amount in USD only. The details of the distribution declaration dates, distribution amounts and ex-
�G�L�Y�L�G�H�Q�G�� �S�D�\�P�H�Q�W�� �G�D�W�H�V�� �Z�L�O�O�� �E�H�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H 
https://www.csopasset.com/en/products/hk-coin-2l (which has not been reviewed by the SFC) and 
�R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H 

http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products
https://www.csopasset.com/en/products/hk-coin-2l
https://www.csopasset.com/en/products/hk-coin-2l


 
 
 

http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx (which 
has not been reviewed by the SFC).  

There can be no assurance that distributions will be paid.  

Each Unitholder will receive distributions in USD. Unitholders are advised to check with their 
brokers/intermediaries on the arrangements concerning distributions.  

Distribution payment rates in respect of Units will depend on factors beyond the control of the 
Manager or Trustee including, general economic conditions, and the financial position and dividend 
or distribution policies of the relevant underlying entities. There can be no assurance that such 
entities will declare or pay dividends or distributions. 

Fees and Expenses  

�0�D�Q�D�J�H�P�H�Q�W���)�H�H�� 

The Product pays a Management Fee as a single flat fee, currently at 1.6% per year of the Net 
�$�V�V�H�W���9�D�O�X�H���R�I�� �W�K�H���3�U�R�G�X�F�W���� �3�O�H�D�V�H���U�H�I�H�U���W�R���W�K�H���V�H�F�W�L�R�Q���³�)�H�H�V���D�Q�G���(�[�S�H�Q�V�H�V�´���D�V���W�R���W�K�H���I�H�H�V���D�Q�G��
charges included in the Management Fee. The Management Fee is calculated as at each Dealing 
Day and payable monthly in USD in arrears out of the Trust Fund. 

The Management Fee may be increased up to 3% per year of the Net Asset Value of the Product, 
�R�Q���R�Q�H���P�R�Q�W�K�¶�V���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�����R�U���V�X�F�K���V�K�R�U�W�H�U���S�H�U�L�R�G���D�V���D�S�S�U�R�Y�H�G���E�\���W�K�H���6�)�&�������,�Q���W�K�H���H�Y�H�Q�W��
that such fee is to be increased beyond this rate (which is the maximum rate set out in the Trust 
�'�H�H�G�������V�X�F�K���L�Q�F�U�H�D�V�H���Z�L�O�O���E�H���V�X�E�M�H�F�W���W�R���W�K�H���8�Q�L�W�K�R�O�G�H�U�V�¶���D�Q�G���W�K�H���6�)�&�¶�V���D�S�S�U�R�Y�D�O�� 

The Trustee fee is inclusive in the Management Fee.  

Swap fees  

�'�H�W�D�L�O�V���R�I���W�K�H���V�Z�D�S���I�H�H�V���D�Q�G���L�Q�G�L�U�H�F�W���F�R�V�W�V���D�U�H���V�H�W���R�X�W���L�Q���W�K�H���V�H�F�W�L�R�Q���³�6�Z�D�S���I�H�H�V�´ in this Appendix. 

Risk Factors Specific to the Product  

In addition to the risk factors presented in Part 1 of this Prospectus, the risk factors set forth below 
are also specific risks, in the opinion of the Manager, considered to be relevant and presently 
applicable specifically to the Product. 

Single Stock Concentration Risk  

The Product is subject to concentration risk as a result of tracking the leveraged performance of 
the single Underlying Stock. The value of the Product may be more volatile than that of a fund 
having a more diverse portfolio of investments due to the non-diversified nature of investing in the 
single Underlying Stock. The value of the Product may be more susceptible to adverse conditions 
in respect of such particular Underlying Stock. 

Extreme Price Volatility Risk  

Prices of the Product may be more volatile than conventional ETFs because of the use of leverage 
and the daily rebalancing activities and the leverage effect. Furthermore, the Product is 
concentrated in a single Underlying Stock. Given its non-diversified and leveraged nature, the 
Product is subject to extreme price volatility and may become non-viable within a short period. You 
may lose a significant portion or all of your investment within one day. 

Under exceptional circumstances where the Product becomes non-viable, the Manager may use 
its discretion to deviate from the investment strategy or take defensive measures, which may 
include liquidating swap positions and suspending trading of the Product, in order to safeguard the 
interests of the product and its unitholders to prevent potential negative fund value and protect the 
interests of the investors. Such circumstances may arise if there are extreme intra-day price 



 
 
 

movements and the Manager will issue a notice to inform investors. Please note that the Manager 
may re-enter the swap contracts at the market closes on the same day depending on market 
condition.  

Risks associated with the Underlying Stock �± Coinbase Global, Inc.  

Risks specific to the Underlying Stock 

Coinbase Global, Inc. is exposed to the following risks: extreme volatility in the prices of 
cryptocurrencies and fluctuations in trading volumes, which directly impact revenue and profitability, 
as the company derives a significant portion of its income from transaction fees; legal risks; 
regulatory uncertainty and evolving legal frameworks governing digital assets, which could result in 
increased compliance costs, operational restrictions, or outright bans in certain jurisdictions as well 
as increased government regulations and regulatory scrutiny; reliance on a limited number of 
revenue streams, primarily tied to cryptocurrency trading, making the business highly sensitive to 
market cycles and investor sentiment; intense competition from both traditional financial institutions 
and emerging cryptocurrency platforms; cybersecurity threats, including hacking, data breaches, 
and ransomware attacks, which could compromise customer assets or erode trust in the platform; 
potential loss of customer funds due to technical issues; challenges in scaling operations to meet 
growing demand while maintaining security, compliance, and user experience; exposure to litigation, 
investigations, or enforcement actions related to its business practices or the broader 
cryptocurrency industry; and the potential for reputational harm due to negative publicity, regulatory 
scrutiny, or security incidents. 

Cryptocurrency risks 

While the Product will not directly invest in cryptocurrencies, it will be subject to the risks associated 
with cryptocurrencies by virtue of its exposure to the Underlying Stock, which operates as a 
cryptocurrency exchange. As such, the performance of the Underlying Stock is correlated to the 
value, trading volume and market sentiment of cryptocurrencies. These risks include extreme price 
volatility risk, the uncertainty surrounding new technology, limited evaluation due to short trading 
history of cryptocurrencies, and the potential change in product and market demands over the long 
term. The extreme volatility of prices of cryptocurrencies is also a risk factor. Regulatory 
uncertainties, such as potential government interventions and conflicting regulations across 
jurisdictions, can impact the demand for cryptocurrencies and restrict its usage. 

Digital asset and finance services company risks 
 
The performance of the Underlying Stock, and subsequently the �3�U�R�G�X�F�W�¶�V performance, is subject 
to the risks of the digital asset and finance company sectors. Such companies may be impacted by 
government regulations, economic conditions and credit markets. These companies typically face 
intense competition and could be affected by new entrants into the market. Competitors in the digital 
payments space include financial institutions and well-established payment processing companies. 
In addition, many companies engaged in these businesses store sensitive consumer information 
and could be the target of cybersecurity attacks and other types of theft, which could have an impact 
on these companies. Online digital asset trading platforms currently operate under less regulatory 
scrutiny than traditional financial services companies and banks, but there is a growing trend that 
regulatory oversight could increase in the future. Growing regulatory scrutiny can also impact the 
current business models of some digital asset-related companies and could severely impact the 
viability of these companies. These companies could be impacted by disruptions in service caused 
by issues relating to hardware, software  or service by third-party datacenter hosting facilities and 
maintenance providers. 

Technology theme risk  

Coinbase Global, Inc. is in the technology sector and is characterised by relatively higher volatility 
in price performance when compared to other economic sectors. Coinbase Global, Inc. also face 
intense competition and there may also be substantial government intervention, which may have 
an effect on profit margins. The price volatility of the Underlying Stock may be greater than the price 
volatility of other companies. Rapid changes could render obsolete the products and services 



 
 
 

offered by companies in the technology sector. Rapid changes to the products and services offering 
may further contribute to the price volatility of Coinbase Global, Inc.. Coinbase Global, Inc. is also 
subject to cyber security risks and potential legal, financial, operational and reputational 
consequences. 

Large/mega-capitalisation company risk  

Coinbase Global, Inc. is a large/mega-capitalisation company that is relatively mature compared to 
smaller companies and therefore subject to slower growth during times of economic expansion. It 
may struggle with flexibility to respond quickly to disruptions and changes in trends. The high 
valuation of large/mega-capitalisation companies can make Coinbase Global, Inc. more susceptible 
to market corrections, downturns and changes in interest rates. Moreover, large/mega-
capitalisation companies typically have high price-to-earnings ratio than smaller capitalisation 
companies which can lead to overvaluation and may indicate there is less room for gains and even 
potential downward price adjustment. These companies usually exert market dominance and 
therefore frequently face regulatory pressures, in particular antitrust scrutiny. This leads to legal 
challenges and increased costs which may in turn affect profitability. 

Long Term Holding Risk  

The Product is not intended for holding longer than one day as the performance of the Product 
over a period longer than one day will very likely differ in amount and possibly direction from the 
leveraged performance of the Underlying Stock over that same period (e.g. the loss may be more 
than twice the fall in the price of the Underlying Stock). The effect of compounding becomes more 
�S�U�R�Q�R�X�Q�F�H�G�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �D�V�� �W�K�H��price of the Underlying Stock experiences 
�Y�R�O�D�W�L�O�L�W�\���� �7�K�H�� �G�H�Y�L�D�W�L�R�Q�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �I�U�R�P�� �W�K�H�� �O�H�Y�H�U�D�J�H�G�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�I�� �W�K�H��
Underlying Stock will increase, and the performance of the Product will generally be adversely 
affected with higher volatility of the price of the �8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N. As a result of Daily rebalancing, 
the volatility of the price of the Underlying Stock �D�Q�G�� �W�K�H�� �H�I�I�H�F�W�V�� �R�I�� �F�R�P�S�R�X�Q�G�L�Q�J�� �R�I�� �H�D�F�K�� �G�D�\�¶�V��
return over time, it is even possible that the Product will lose money over time while the Underlying 
Stock�¶�V���S�H�U�I�R�U�P�D�Q�F�H���L�Q�F�U�H�D�V�H�V���R�U���L�V���I�O�D�W���� 
 
Leverage Risk  

The Product will utilise leverage to achieve a Daily return equivalent to twice (2x) the return of the 
Underlying Stock. Both gains and losses will be magnified. The risk of loss resulting from an 
investment in the Product in certain circumstances including a bear market will be substantially 
more than a fund that does not employ leverage. 
 
Risk of Rebalancing Activities  

There is no assurance that the Product can rebalance their portfolio on a Daily basis to achieve 
their investment objectives. Market disruption, regulatory restrictions, counterparty capacity limits 
�R�U���H�[�W�U�H�P�H���P�D�U�N�H�W���Y�R�O�D�W�L�O�L�W�\���P�D�\���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���U�H�E�D�O�D�Q�F�H���L�W�V���S�R�U�W�I�R�O�L�R�� 
 
Liquidity Risk  

The rebalancing activities of the Product typically take place near �W�K�H�� �H�Q�G�� �R�I�� �W�U�D�G�L�Q�J���R�I�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W��to minimise tracking difference. As a result, the Product may be more exposed 
to the market conditions during a shorter interval and may be more subject to liquidity risk and the 
Swap Counterparty's capacity to execute may also be subject to liquidity risk. 
 
Intraday Investment Risk  
 
The Product is normally rebalanced at the end of �W�U�D�G�L�Q�J���R�I���W�K�H���X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W �R�Q���D���%�X�V�L�Q�H�V�V��
�'�D�\. As such, return for investors that invest for period less than a full Trading Day will generally be 
greater than or less than two times (2x) leveraged investment exposure to the Underlying Stock, 
depending upon the movement of the price of the Underlying Stock from the end of one Trading 
Day until the time of purchase. 
 



 
 
 

Portfolio Turnover Risk  
 
�'�D�L�O�\�� �U�H�E�D�O�D�Q�F�L�Q�J�� �R�I�� �3�U�R�G�X�F�W�¶�V�� �K�R�O�G�L�Q�J�V�� �F�D�X�V�H�V�� �D�� �K�L�J�K�H�U�� �O�H�Y�H�O�� �R�I�� �S�R�U�W�I�R�O�L�R�� �W�U�D�Q�V�D�F�W�L�R�Q�V�� �W�K�D�Q��
compared to the conventional �H�[�F�K�D�Q�J�H�� �W�U�D�G�H�G�� �I�X�Q�G�V. High levels of transactions increase 
brokerage and other transaction costs. 
 
Risks Associated with Investing in Swaps  

Limited Availability of Swaps Risk 

�7�K�H���0�D�Q�D�J�H�U�¶�V���D�E�L�O�L�W�\���W�R���P�D�Q�D�J�H���W�K�H��Product in accordance with its stated investment objective will 
depend upon the willingness and ability of potential Swap Counterparties to engage in Swaps with 
the Product linked to the performance of the Underlying Stock. A �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �D�E�L�O�L�W�\�� �W�R��
continue to enter into Swaps or other derivative transactions with the Product may be reduced or 
eliminated, which could have a material adverse effect on the Product. Furthermore, Swaps are of 
limited duration and there is no guarantee that Swaps entered into with a Swap Counterparty will 
continue indefinitely. Accordingly, the duration of a Swap depends on, among other factors, the 
ability of the Product to renew the expiration period of the relevant Swap at agreed upon terms. If 
the Product is unable to obtain sufficient exposure to �W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H��
of the Underlying Stock because of the limited availability of Swaps linked to t�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H��
�O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H��of the Underlying Stock, the Product could, among other alternatives, as a 
defensive measure, suspend creations until the Manager determines that the requisite swap 
exposure is obtainable. During the period that creations are suspended, the Product could trade at 
a significant premium or discount to the Net Asset Value and could experience substantial 
redemptions. To the extent that such events result in a termination event under �W�K�H���3�U�R�G�X�F�W�¶�V���6�Z�D�S�V����
the risks related to the limited availability of Swaps would be compounded and the Product may be 
adversely affected. 
 
Counterparty Risk  
 
Because a Swap is an obligation of the Swap Counterparty rather than a direct investment in the 
Underlying Stock, the Product may suffer losses potentially equal to, or greater than, the full value 
of the Swap if the Swap Counterparty fails to perform its obligations under the Swap as a result of 
bankruptcy or otherwise. Any loss would result in a reduction in the Net Asset Value of the Product 
�D�Q�G���Z�L�O�O���O�L�N�H�O�\���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�����7�K�H���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�D�V�V�R�F�L�D�W�H�G���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�V���H�[�S�H�F�W�H�G to be greater than that may be encountered 
by most other funds because the Product expects to use Swaps as the principal means to gain 
exposure to the Underlying Stock. Despite the counterparty risk management measures in place, 
�W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I�� �W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� �W�R���]�H�U�R���L�V���V�X�E�M�H�F�W���W�R��
settlement risks arising from settlement failures and market risks (including price movements prior 
t�R�� �W�K�H�� �U�H�T�X�L�U�H�G�� �F�D�V�K�� �S�D�\�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W������ �7�K�H�� �3�U�R�G�X�F�W�¶�V�� �Q�H�W��
exposure to each Swap Counterparty may exceed zero if any such risks eventuate. The extent of 
�W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�R�W�H�Q�W�L�D�O�� �O�R�V�V�� �D�U�L�V�L�Q�J�� �L�Q�� �W�K�L�V�� �U�H�J�D�U�G�� �L�V�� �O�L�N�H�O�\�� �W�R�� �E�H�� �W�K�H�� �D�P�R�X�Q�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Q�H�W��
counterparty exposure. 
 
�7�K�H���0�D�Q�D�J�H�U���Z�L�O�O���P�D�Q�D�J�H���W�K�H���3�U�R�G�X�F�W���W�R���H�Q�V�X�U�H���W�K�D�W���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W��
�D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���D�Q�G���E�H���P�D�L�Q�W�D�L�Q�H�G�����P�D�U�N�H�G��
�W�R���P�D�U�N�H�W���R�Q���D���G�D�L�O�\���E�D�V�L�V�����Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H���L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�H�[�S�R�V�X�U�H���D�W���W�K�H���H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\�����,�I���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H��
�3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I���D�Q�\���W�U�D�G�L�Q�J���G�D�\���7�����E�\���W�K�H���H�Q�G���R�I���W�K�D�W��
�W�U�D�G�L�Q�J���G�D�\���7���� �W�K�H���0�D�Q�D�J�H�U���Z�L�O�O���J�H�Q�H�U�D�O�O�\�� �U�H�T�X�L�U�H���W�K�D�W���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���G�H�O�L�Y�H�U���D�G�G�L�W�L�R�Q�D�O��
�F�R�O�O�D�W�H�U�D�O���D�V�V�H�W�V���W�R���P�D�N�H���X�S���I�R�U���W�K�H���G�L�I�I�H�U�H�Q�F�H���L�Q���Y�D�O�X�H�����Z�L�W�K���W�K�H���V�H�W�W�O�H�P�H�Q�W���R�I���V�X�F�K���G�H�O�L�Y�H�U�\���H�[�S�H�F�W�H�G��
�W�R�� �R�F�F�X�U�� �R�Q���R�U�� �E�H�I�R�U�H���W�U�D�G�L�Q�J�� �G�D�\�� �7�������� �'�H�V�S�L�W�H�� �W�K�H�� �F�R�X�Q�W�H�U�S�D�U�W�\�� �U�L�V�N�� �P�D�Q�D�J�H�P�H�Q�W�� �P�H�D�V�X�U�H�V�� �L�Q��
�S�O�D�F�H�����W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���]�H�U�R���L�V���V�X�E�M�H�F�W��
�W�R�� �V�H�W�W�O�H�P�H�Q�W�� �U�L�V�N�V�� �D�U�L�V�L�Q�J�� �I�U�R�P�� �V�H�W�W�O�H�P�H�Q�W�� �I�D�L�O�X�U�H�V�� �D�Q�G�� �P�D�U�N�H�W�� �U�L�V�N�V�� ���L�Q�F�O�X�G�L�Q�J�� �S�U�L�F�H�� �P�R�Y�H�P�H�Q�W�V��
�S�U�L�R�U���W�R���W�K�H���U�H�T�X�L�U�H�G���F�D�V�K���S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W�������$�Q�\���G�H�O�D�\���L�Q���W�K�H���F�D�V�K��
�S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W���S�U�L�R�U���W�R���W�K�H���H�Q�G���R�I���W�K�H���U�H�O�H�Y�D�Q�W���W�U�D�G�L�Q�J���G�D�\���7������
�P�D�\���F�D�X�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���E�H���O�D�U�J�H�U���W�K�D�Q���]�H�U�R���I�U�R�P���W�L�P�H���W�R���W�L�P�H����
�7�K�L�V���P�D�\���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V���I�R�U���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���H�Y�H�Q�W���R�I���W�K�H���L�Q�V�R�O�Y�H�Q�F�\���R�U���G�H�I�D�X�O�W���R�I���W�K�D�W��
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 



 
 
 

 
�(�D�U�O�\���7�H�U�P�L�Q�D�W�L�R�Q���R�I���6�Z�D�S�V���5�L�V�N  
 
In some circumstances, a Swap Counterparty can terminate the swap agreements early which may 
�D�G�Y�H�U�V�H�O�\���L�P�S�D�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�D�Q���D�O�V�R���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V��
�D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���D�Q�G���P�D�\���V�X�E�M�H�F�W���W�K�H���3�U�R�G�X�F�W���W�R���V�X�E�V�W�D�Q�W�L�D�O���O�R�V�V����Also, the 
Product may face an increase in the cost to enter into a similar swap agreement with additional 
Swap Counterparties.   
 
�+�L�J�K���6�Z�D�S���)�H�H�V���5�L�V�N 
 
The Product will bear the swap fees, which are subject to the discussion and consensus between 
the Manager and the Swap Counterparty based on the actual market circumstances on a case-by-
case basis. The current swap fees are a best estimate only and may deviate from the actual market 
conditions. The swap fees of the Product may be higher than that of other leveraged and inverse 
products tracking broad-based indices or commodities indices due to market condition, market 
sentiment on the Underlying Stock and changes in interest rates. This may have an adverse impact 
on the NAV and performance of the Product, and hence may result in higher tracking difference. In 
extreme market conditions and exceptional circumstances, the brokerage commission and the 
�6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �P�D�\�� �L�Q�F�U�H�D�V�H�� �V�L�J�Q�L�I�L�F�D�Q�W�O�\�� �D�Q�G�� �L�Q��
return increase the swap fees.      
 
Capacity Limit Risk 
 
The Swap Counterparties may also be subject to a capacity limit representing the commitment of 
the Swap Counterparty to conduct the Swap transactions to provide the required exposure to the 
Underlying Stock �I�R�U���W�K�H���3�U�R�G�X�F�W�����$�F�F�R�U�G�L�Q�J�O�\�����W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���W�K�H��Underlying Stock may 
be affected. Whilst the Manager does not anticipate that this will have any immediate effect on the 
Product, if any Swap Counterparty reaches its capacity limit or if the Net Asset Value of the Product 
grows significantly this may prevent creations of Units due to the inability of the Product to conduct 
Swap transactions. This may cause a divergence between the trading price of a Unit on the SEHK 
and the Net Asset Value per Unit. The investment exposure could also deviate from the target 
exposure which adds tracking error to the Product. 
 
Liquidity Risk 
 
Swaps may be subject to liquidity risk, which exists when a particular Swap is difficult to purchase 
or sell. If a Swap transaction is particularly large or if the relevant market is illiquid, it may not be 
possible to initiate a transaction or liquidate a position at an advantageous time or price, which may 
result in significant losses to the Product. In addition, a Swap may be subject to the �3�U�R�G�X�F�W�¶�V��
limitation on investments in illiquid Securities. Swaps may be subject to pricing risk, which exists 
when a particular Swap becomes extraordinarily expensive (or inexpensive) relative to historical 
prices or the prices of corresponding cash market instruments. The swaps market is largely 
unregulated. It is possible that developments in the swaps market, including potential government 
�U�H�J�X�O�D�W�L�R�Q���� �F�R�X�O�G�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �D�E�L�O�L�W�\�� �W�R�� �W�H�U�P�L�Q�D�W�H�� �H�[�L�V�W�L�Q�J�� �6�Z�D�S�V�� �R�U�� �W�R�� �U�H�D�O�L�V�H��
amounts to be received under such agreements. There is also no active market in derivative 
instruments and therefore investment in derivative instruments can be illiquid. In order to meet 
requests, the relevant Product relies upon the issuer of the derivative instruments to quote a market 
to unwind any part of the derivative instruments that will reflect the market liquidity conditions and 
the size of the transaction. 
 
Valuation Risk 
 
�7�K�H���3�U�R�G�X�F�W�¶�V���D�V�V�H�W�V�����L�Q���S�D�U�W�L�F�X�O�D�U���6�Z�D�S�V���H�Q�W�H�U�H�G���L�Q�W�R���E�\���W�K�H���3�U�R�G�X�F�W�����L�Q�Y�R�O�Y�H���G�H�U�L�Y�D�W�L�Y�H���W�H�F�K�Q�L�T�X�H�V��
that may be complex and specialised in nature. Valuations for such assets will only usually be 
available from a limited number of market professionals which frequently act as counterparties to 
the transactions to be valued. Such valuations are often subjective and there may be substantial 
differences between any available valuations. However the Manager will carry out an independent 
verification of this valu�D�W�L�R�Q���R�Q���D���G�D�L�O�\���E�D�V�L�V���D�V���G�H�V�F�U�L�E�H�G���X�Q�G�H�U���³�'�H�W�H�U�P�L�Q�D�W�L�R�Q���R�I���1�H�W���$�V�V�H�W���9�D�O�X�H�´��
section. 



 
 
 

 
Legal Risk 
 
The characterisation of a transaction or a party's legal capacity to enter into it could render the 
Swap unenforceable. The insolvency or bankruptcy of a counterparty may also affect the 
enforceability of contractual rights. 
 
Short Selling by Swap Counterparty Risk 
 
The Swap Counterparty to the Product may need to short sell the Underlying Stock for the purposes 
�R�I���K�H�G�J�L�Q�J�����0�D�Q�\���U�H�J�X�O�D�W�R�U�V���K�D�Y�H���E�D�Q�Q�H�G���³�Q�D�N�H�G�´���V�K�R�U�W���V�H�O�O�L�Q�J�����D���S�U�D�F�W�L�F�H���W�K�D�W���K�D�V���E�H�H�Q���S�U�R�K�L�E�L�W�H�G��
in Hong Kong since short selling was first introduced) or completely suspended short selling for 
certain stocks. Any such bans with the effect of prohibiting the short selling of the Underlying Stock 
�P�D�\���D�I�I�H�F�W���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R���K�H�G�J�H���L�W�V���S�R�V�L�W�L�R�Q���D�Q�G���P�D�\���W�U�L�J�J�H�U���D�Q���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q��
�R�I���W�K�H���2�7�&���6�Z�D�S���7�U�D�Q�V�D�F�W�L�R�Q�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�R�X�O�G���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Ye 
its investment objective and subject the Product to substantial loss.  

Mandatory Measures imposed by Relevant Parties Risk 

�5�H�J�D�U�G�L�Q�J�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �6�Z�D�S�V���� �U�H�O�H�Y�D�Q�W�� �S�D�U�W�L�H�V�� ���V�X�F�K�� �D�V�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�L�H�V���� �S�D�U�W�L�F�L�S�D�W�L�Q�J��
dealers and stock exchanges) may impose certain mandatory measures for risk management 
purpose under extreme market circumstances. These measures may include early termination of 
the Swaps, no further Swap contracts signed and having limited or no access to exposure. In 
response to such mandatory measures, the Manager may have to take corresponding actions in 
�W�K�H�� �E�H�V�W�� �L�Q�W�H�U�H�V�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �8�Q�L�W�K�R�O�G�H�U�V�� �D�Q�G�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�R�Q�V�W�L�W�X�W�L�Y�H��
�G�R�F�X�P�H�Q�W�V�����L�Q�F�O�X�G�L�Q�J���V�X�V�S�H�Q�V�L�R�Q���R�I���F�U�H�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���X�Q�L�W�V���D�Q�G���R�U���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���W�U�D�G�L�Q�J����
implementing alternative investment and/or hedging strategies and termination of the Product. 
These corresponding actions may have an adverse impact on the operation, secondary market 
trading, ability to track the price of the Underlying Stock and the Net Asset Value of the Product. 
While the Manager will endeavour to provide advance notice to investors regarding these actions 
to the extent possible, such advance notice may not be possible in some circumstances.   

Leveraged Performance of Underlying Stock  
 
Investors in the Product should note that the objective and the risks inherent in the Product are not 
typically encountered in traditional �L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V �Z�K�L�F�K���W�U�D�F�N���W�K�H���³�O�R�Q�J�´���S�H�U�I�R�U�P�D�Q�F�H���U�D�W�K�H�U��
than leveraged performance of a single stock. Should the price of the Underlying Stock decrease, 
the use of a leverage factor of 2 in the Product will trigger an accelerated decrease in the value of 
�W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H���F�R�P�S�D�U�H�G���W�R���W�K�H��price of the Underlying Stock (which has a leverage 
factor of 1, i.e. no leverage). As such, Unitholders could, in certain circumstances including a bear 
market, face minimal or no returns, or may even suffer a complete loss, on such investments. The 
negative effect of compounding is more pronounced when combined with leverage and Daily 
rebalancing in volatile markets. 
 
The Product is designed as a trading tool for short-term market timing or hedging purposes, and is 
not intended for long term investment. It is only suitable for sophisticated trade-oriented investors 
who understand the potential consequences of seeking Daily leveraged results and the associated 
risks constantly monitor the performance of their holding on a daily basis.   
 
Path Dependency  
 
The objective of the Product is to �S�U�R�Y�L�G�H���L�Q�Y�H�V�W�P�H�Q�W���U�H�V�X�O�W�V���W�K�D�W�����E�H�I�R�U�H���I�H�H�V���D�Q�G���H�[�S�H�Q�V�H�V�����F�O�R�V�H�O�\��
�F�R�U�U�H�V�S�R�Q�G���W�R���W�Z�L�F�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N on a Daily basis only. Therefore the 
Product should not be equated with seeking a leveraged position for periods longer than a day. 
Investors in the Product should note that the point-to-point accumulated performance of the 
historical Daily leveraged performance of the Underlying Stock over a certain period may not be 
twice the point-to-point performance of the Underlying Stock over the same period of time due to 
�W�K�H�� �H�I�I�H�F�W�� �R�I�� �³�S�D�W�K�� �G�H�S�H�Q�G�H�Q�F�\�´�� �D�Q�G�� �F�R�P�S�R�X�Q�G�L�Q�J�� �R�I�� �W�K�H�� �'�D�L�O�\�� �U�H�W�X�U�Q�V�� �R�I�� �W�K�H��Underlying Stock. 
P�O�H�D�V�H���U�H�I�H�U���W�R���W�K�H���V�H�F�W�L�R�Q���³�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\�´���D�E�R�Y�H�� 
 



 
 
 

Investors should exercise caution when holding the Product for longer than the rebalancing interval, 
i.e. one Business Day. The performance of the Product, when held overnight, may deviate from the 
leveraged performance of the Underlying Stock. 
 
Investment in Other Funds Risk  

�$�V���S�D�U�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\�����W�K�H���0�D�Q�D�J�H�U���P�D�\���L�Q�Y�H�V�W���L�Q���R�W�K�H�U active or passive 
investment products. The Product will be exposed to the risk of investing in another management 
�F�R�P�S�D�Q�\�¶�V�� �I�X�Q�G�V�� �Z�L�W�K�� �D�O�O�� �W�K�H�� �U�H�O�D�W�H�G�� �U�L�V�N�V�� �Z�K�L�F�K�� �D�W�W�D�F�K�� �W�R��listed or unlisted funds generally. In 
particular, as an investor in such funds, the Product will ultimately bear the fees and expenses of 
the underlying funds including management fees charged by the underlying management 
company. These charges will be in addition to the fees payable by the Product to the Manager. 

If the Product invests in other active or passive investment products managed by the Manager or 
Connected Person of the Manager, all initial charges and redemption charges on these listed or 
unlisted funds must be waived, and the Manager must not obtain rebate of any fees or charges 
levied by these funds or any quantifiable monetary benefits in connection with investments in these 
funds. In addition, where an underlying fund is managed by the Manager, all management and 
performance fees charged by the underlying fund will be waived for the Product. In case any 
conflicts of interest may still arise out of such investments, the Manager will use its best endeavours 
to resolve it fairly. 

Short -term Fixed Income Securities (including money market instruments) Risks  
 
Short-term fixed income securities risk  
 
The Product may invest in fixed income securities which are short-term or with short-term remaining 
maturities. It means the turnover rates of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���P�D�\���E�H���U�H�O�D�W�L�Y�H�O�\���K�L�J�K���D�Q�G���W�K�H��
transaction costs incurred as a result of the purchase or sale of such securities may increase which 
in turn may have a negative impact on the net asset value of the Product. 
 
Credit risk  
 
The Product is exposed to the credit/insolvency risk of issuers/guarantors of the fixed income and 
debt securities in which the Product may invest.  
 
Interest rate risk  
 
The Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�Q���I�L�[�H�G���L�Q�F�R�P�H���V�H�F�X�U�L�W�L�H�V���D�U�H���V�X�E�M�H�F�W���W�R���L�Q�W�H�U�H�V�W���U�D�W�H���U�L�V�N�����*�H�Q�H�U�D�O�O�\�����W�K�H��
prices of fixed income and debt securities rise when interest rates fall, whilst their prices fall when 
interest rates rise.  
 
Credit rating risk  
 
Credit ratings assigned by rating agencies are subject to limitations and do not guarantee the 
creditworthiness of the fixed income securities and/or the issuers/guarantors at all times. 
 
Credit rating downgrading risk  
 
In the event of a credit rating downgrading of the fixed income securities (or the issuers thereof) 
held by the Product, the Product�¶�V�� �Y�D�O�X�H�� �P�D�\�� �E�H�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�H�G�� �D�Q�G�� �L�Q�Y�H�V�W�R�U�V�� �P�D�\�� �V�X�I�I�H�U�� �D��
substantial loss as a result. The Manager may or may not be able to dispose of the fixed income 
instruments that are being downgraded. 
 
Sovereign debt risks  
 
Investment in sovereign debt obligations issued or guaranteed by governments may be exposed to 
political, social and economic risks. In adverse situations, the sovereign issuers/guarantors may 



 
 
 

not be able or willing to repay the principal and/or interest when due or may request the Product to 
participate in restructuring such debts. The Product may suffer significant losses when there is a 
default of sovereign debt issuers/guarantors.  

Passive Investments Risk  

�7�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���³�D�F�W�L�Y�H�O�\���P�D�Q�D�J�H�G�´���D�Q�G�����X�Q�G�H�U���Q�R�U�P�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V�����W�K�H���0�D�Q�D�J�H�U���Z�L�O�O��
not adopt any temporary defensive position when the price of the Underlying Stock moves in an 
unfavourable direction. In such circumstances, Units of the Product will also decrease in value. 
Under extreme market circumstances, the Manager will adopt temporary defensive position for 
protection of the Product.  

Trading Difference Risks  

Premiums or discounts to the Net Asset Value may arise when the Product and its Underlying Stock 
trade on exchanges that are in different time zones. As the exchange of the Underlying Stock may 
be open when the Units are not priced, the value of the Produc�W�¶�V���S�R�U�W�I�R�O�L�R���P�D�\���F�K�D�Q�J�H���R�Q���G�D�\�V��
when investors will not be able to purchase or sell Units. On the other hand, if the exchange of the 
Underlying Stock is closed while the SEHK is open, this may affect the level of premium or discount 
of the trading price of the Product to its Net Asset Value. Volatility on the SEHK, as well as supply 
and demand for Units traded on the SEHK, may lead to the Units of the relevant Product trading at 
a premium or discount to the Net Asset Value. In case the trading of the Underlying Stock is 
suspended, the Product may encounter a higher level of premium or discount of the trading price 
of the Product to its Net Asset Value. The trading price of the Units may deviate significantly from 
Net Asset Value, particularly during volatile market conditions. 

Distributions Out Of or Effectively Out Of Capital Risk    

The Manager may, at its discretion make distributions out of capital. The Manager may also, at its 
discretion, make distributions out of gross income while all or part of the fees and expenses of a 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of the capital. Payment of distributions out of capital or effectively out of capital 
amo�X�Q�W�V���W�R���D���U�H�W�X�U�Q���R�U���Z�L�W�K�G�U�D�Z�D�O���R�I�� �S�D�U�W���R�I�� �D�Q���L�Q�Y�H�V�W�R�U�¶�V���R�U�L�J�L�Q�D�O���L�Q�Y�H�V�W�P�H�Q�W���R�U���I�U�R�P���D�Q�\���F�D�S�L�W�D�O��
gains attributable to that original investment. Any distributions involving payment of distributions out 
�R�I���R�U���H�I�I�H�F�W�L�Y�H�O�\���R�X�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���F�D�S�L�W�D�O���P�D�\���U�H�V�Xlt in an immediate reduction of the Net Asset 
�9�D�O�X�H���S�H�U���8�Q�L�W�����7�K�H���0�D�Q�D�J�H�U���P�D�\���D�P�H�Q�G���L�W�V���G�L�V�W�U�L�E�X�W�L�R�Q���S�R�O�L�F�\���V�X�E�M�H�F�W���W�R���W�K�H���6�)�&�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O��
�D�Q�G���E�\���J�L�Y�L�Q�J���Q�R�W���O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�� 

Proprietary Investment / Seed Money Risk  

The assets under management at any time during the life of the Product may include proprietary 
�P�R�Q�H�\�����R�U���³�V�H�H�G���P�R�Q�H�\�´�����L�Q�Y�H�V�W�H�G���E�\���R�Q�H���R�U���P�R�U�H���L�Q�W�H�U�H�V�W�H�G���S�D�U�W�L�H�V�����V�X�F�K���D�V���S�D�U�W�L�F�L�S�D�W�L�Q�J���G�H�D�O�H�U�V����
and such investment may constitute a significant portion of such assets under management. 
Investors should be aware that such an interested party may (i) hedge any of its investments in 
whole or part, thereby reducing or removing its exposure to the performance of the Product; and (ii) 
redeem its investment in the Product at any time, without notice to Unitholders. Such an interested 
party is under no obligation to take the interests of other Unitholders into account when making its 
investment decisions. There is no assurance that any such monies will continue to be invested in 
the Product by an interested party for any particular length of time. As many of the expenses of the 
Product are fixed, a higher amount of assets under management may reduce the expenses of the 
Product per Unit and a lower amount of assets under management may increase the expenses of 
the Product per Unit. As with any other redemption representing a material portion of the Product's 
assets under management, a significant redemption of any such proprietary investment may affect 
the management and/or performance of the Product and may, in certain circumstances (i) cause 
�U�H�P�D�L�Q�L�Q�J�� �L�Q�Y�H�V�W�R�U�V�¶�� �K�R�O�G�L�Q�J�V�� �W�R�� �U�H�S�U�H�V�H�Q�W�� �D�� �K�L�J�K�H�U�� �S�H�U�F�H�Q�W�D�J�H�� �R�I�� �W�K�H�� �1�H�W�� �$�V�V�H�W�� �9�D�O�X�H�� �R�I�� �W�K�H��
Product, (ii) cause other investors in the Product to redeem their investment, and/or (iii) lead the 
Manager, with the consultation of the Trustee, to determine that the Product, has become 
unmanageable and to consider taking exceptional measures, such as terminating the Product, in 



 
 
 

�D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �7�U�X�V�W�� �'�H�H�G���� �L�Q�� �Z�K�L�F�K�� �F�D�V�H�� �8�Q�L�W�K�R�O�G�H�U�V�¶�� �L�Q�Y�H�V�W�P�H�Q�W�V�� �Z�R�X�O�G�� �E�H�� �U�H�G�H�H�P�H�G�� �L�Q��
their entirety. 

Dual  Counter Trading R isks  

Dual Counter risk 

Investors without USD accounts may buy and sell HKD traded Units only. Such investors will not 
be able to buy or sell USD traded Units and should note that distributions are made in USD only. 

Inter-counter trading risk 

Although an investor may buy from one counter and sell the same on the other counter in the same 
day, it is possible that some brokers/intermediaries and Participants may not be familiar with and 
may not be able to (i) buy Units in one counter and to sell Units in the other, or (ii) trade Units in the 
USD counter and the HKD counter at the same time. In such case (i) to (ii), another broker, 
intermediary or Participant may need to be used. This may inhibit or delay dealing in the USD traded 
Units and HKD traded Units and may mean investors may only be able to trade their Units in one 
currency. Investors are recommended to check the readiness of their brokers/intermediaries in 
respect of the Dual Counter trading and inter-counter trading. 

Investors should therefore consult their brokers/intermediaries on the services that the 
brokers/intermediaries may provide in this regard along with the associated risks and fees. In 
particular, some brokers/intermediaries may not have in place systems and controls to facilitate 
inter-counter trading and/or inter-counter day trades. 

Difference in trading prices risk  

There is a risk that due to different factors such as market liquidity, market supply and demand in 
the respective counters and the exchange rate among USD and HKD, the market price on the 
SEHK of Units traded in USD may deviate significantly from the market price on the SEHK of Units 
traded in HKD. The trading price of USD traded Units or HKD traded Units is determined by market 
forces and so will not be the same as the trading price of Units multiplied by the prevailing rate of 
foreign exchange. Accordingly, when selling Units traded in USD or buying Units traded in USD, an 
investor may receive less or pay more than the equivalent amount in HKD if the trade of the relevant 
Units is in HKD and vice versa. There can be no assurance that the price of Units in each counter 
will be equivalent. 

Currency exchange risk  

Investors who bought Units on the HKD counter may be subject to currency exchange risk as the 
assets of the Product are denominated in USD and the Net Asset Value of the Product will be 
calculated in USD. 

USD Distributions Risk   

Investors should note that where a Unitholder holds Units traded under the HKD counter, the 
relevant Unitholder will only receive distributions in USD and not HKD. In the event the relevant 
Unitholder has no USD account, the Unitholder may have to bear the fees and charges associated 
with the conversion of such dividend from USD into HKD or any other currency. Unitholders are 
advised to check with their brokers concerning arrangements for distributions. 

Appendix dated 10 June 2026  
 
 
 
 
 



   
 

APPENDIX 17: CSOP COINBASE DAILY ( -2X) INVERSE PRODUCT 

 
Key Information  

Set out below is a summary of key information in respect of the CSOP Coinbase Daily (-2x) Inverse 
Product (the �³�3�U�R�G�X�F�W�´�� which should be read together with the full text of this Appendix and the 
Prospectus. 

Investment Objective  

To provide investment results that, before fees and 

expenses, closely correspond to the two times inverse 

(-2x) of the Daily performance of the common stock of 

Coinbase Global, Inc. (NASDAQ: COIN) 

Underlying Stock  Coinbase Global, Inc. (NASDAQ: COIN) 

Initial Offer Period  

9:00 a.m. (Hong Kong time) of 19 March 2025 to 4:30 

p.m. (Hong Kong time) of 20 March 2025, or such other 

date as the Manager may determine 

Initial Issue Date  
21 March 2025, or such other date as the Manager may 

determine  

Issue Price during the Initial 

Offer Period  
USD10 

Listing Date (SEHK)  
Expected to be 24 March 2025, but may be postponed 

by the Manager to a date no later than 24 April 2025 

Exchange Listing  SEHK �± Main Board 

Stock Code  
USD Counter: 9311 

HKD Counter: 7311 

Short Stock Name  
USD Counter: XI2CSOPCOIN-U 

HKD Counter: XI2CSOPCOIN 

Trading Board Lot Size  
USD Counter: 10 Units 

HKD Counter: 10 Units 

Base Currency  USD 

Trading Currenc ies  
USD Counter: US Dollars (USD) 

HKD Counter: Hong Kong Dollars (HKD) 

Distribution Policy  
The Manager intends to distribute income to 
Unitholders annually (in December) having regard to 
the Product�¶s net income after fees and costs.  



   
 

Further, the Manager may, at its discretion, pay 
distributions out of capital or out of gross income while 
all or part of the fees and expenses are charged to 
capital, resulting in an increase in distributable income 
for the payment of distributions and therefore, 
distributions may be paid effectively out of capital. 

There is no guarantee of any regular distribution. 

All Units will receive distributions in the base currency 
(USD) only. 

Creation/Redemption Policy  Cash (USD) only 

Application Unit Size (only by or 

through Participating Dealers)  
Minimum 50,000 Units (or multiples thereof) 

Dealing Deadline  

5:30 p.m. (Hong Kong time) on the relevant Dealing 

Day, or such other time as the Manager (with the 

approval of the Trustee) may determine  

Management Fee  Currently 1.6% per year of the Net Asset Value  

Financial Year End  

31 December (The first financial year-end of the Product 

will be 31 December 2025. The first audited accounts 

and the first semi-annual unaudited interim reports of the 

Product will be for the period ending 31 December 2025 

and 30 June 2026 respectively.)  

Website  https://www.csopasset.com/en/products/hk-coin-2i 

 

What is the Investment Objective?  

The investment objective of the Product is to provide investment results that, before fees and 
expenses, closely correspond to the two times inverse (-2x) of the Daily performance of the 
common stock of Coinbase Global, Inc. (NASDAQ: COIN) ���W�K�H���³Underlying Stock �´���� The Product 
does not seek to achieve its stated investment objective over a period of time greater than 
one day.  

What is the Investment S trategy?  

The Product seeks to achieve its investment objective by using a Swap-based synthetic 
replication strategy as discussed below. 

The investment strategy of the Product is subject to the investment and borrowing restrictions set 
out in Part 1 of this Prospectus. 

�6�Z�D�S���E�D�V�H�G���V�\�Q�W�K�H�W�L�F���U�H�S�O�L�F�D�W�L�R�Q���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\ 

�6�\�Q�W�K�H�W�L�F���5�H�S�O�L�F�D�W�L�R�Q���X�V�L�Q�J���6�Z�D�S 

The Product will enter into more than one partially-funded Swaps (which are over-the counter 
financial derivative instruments entered into with more than one Swap Counterparties) whereby 

 

https://www.csopasset.com/en/products/hk-coin-2i


   
 

the Product will provide a portion of the net proceeds from subscription from the issue of the Units 
�D�V���L�Q�L�W�L�D�O���P�D�U�J�L�Q�����³�,�Q�L�W�L�D�O���$�P�R�X�Q�W�´�����W�R���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�L�H�V���Z�K�L�F�K���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q��
appointed by the Trustee in segregated accounts and will only be transferred to the Swap 
Counterparties when the Product defaults and in return the Swap Counterparties will provide the 
Product with an exposure to the Underlying Stock (net of transaction costs). 

Initial Amount 

No more than 65% of the Net Asset Value of the Product from time to time will be used as Initial 
Amount by way of cash and listed units of money market funds authorised by the SFC to acquire 
the Swaps. 

�8�Q�G�H�U�� �H�[�F�H�S�W�L�R�Q�D�O�� �F�L�U�F�X�P�V�W�D�Q�F�H�V�� ���H���J���� �L�Q�F�U�H�D�V�H�G��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\�� �L�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �W�X�U�E�X�O�H�Q�F�H������ �W�K�H��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �P�D�\�� �L�Q�F�U�H�D�V�H��
�V�X�E�V�W�D�Q�W�L�D�O�O�\���� �7�K�H�� �,�Q�L�W�L�D�O���$�P�R�X�Q�W�� �Z�L�O�O�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�X�V�W�R�G�L�D�Q�� �D�S�S�R�L�Q�W�H�G�� �E�\�� �W�K�H��
�7�U�X�V�W�H�H�� �Z�K�R�� �Z�L�O�O�� �K�R�O�G�� �W�K�H�� �D�P�R�X�Q�W�� �I�R�U�� �W�K�H�� �3�U�R�G�X�F�W�� �L�Q�� �G�H�V�L�J�Q�D�W�H�G�� �D�F�F�R�X�Q�W�V���� �D�Q�G�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���K�D�Y�H���D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���R�Y�H�U���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W�����D�Q�G���W�K�H���U�H�O�H�Y�D�Q�W���D�F�F�R�X�Q�W�V�����X�S�R�Q��
�V�X�F�K���W�U�D�Q�V�I�H�U�����7�K�H�U�H���L�V���Q�R���W�U�D�Q�V�I�H�U���R�I���O�H�J�D�O���W�L�W�O�H�����D�Q�G���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�P�D�L�Q�V���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�����E�X�W��
�D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���Z�L�O�O���E�H���F�U�H�D�W�H�G���W�K�H�U�H�X�S�R�Q���L�Q���I�D�Y�R�X�U���R�I���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 

Other investments 

Not less than 20% of the Net Asset Value (this percentage may be reduced proportionately under 
exceptional circumstances where there is a higher Initial Amount requirement, as described 
above) will be invested in cash (HKD or USD) and other HKD or USD denominated investment 
products, such as deposits with banks in Hong Kong and HKD or USD denominated short-term 
(i.e. maturity less than 3 years) investment-grade bonds and money market funds in accordance 
with the requirements of the Code. Yield in HKD or USD (as the case may be) from such cash 
and �L�Q�Y�H�V�W�P�H�Q�W�� �S�U�R�G�X�F�W�V�� �Z�L�O�O�� �E�H�� �X�V�H�G�� �W�R�� �P�H�H�W�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �I�H�H�V�� �D�Q�G�� �H�[�S�H�Q�V�H�V�� �D�Q�G�� �D�I�W�H�U��
deduction of such fees and expenses, the remainder will be distributed by the Manager to the 
Unitholders in USD.  

No more than 10% of the Net Asset Value may be invested in collective investment schemes 
which may be eligible schemes (as defined by the SFC) or authorised by the SFC in accordance 
with all the applicable requirements of the Code. For the avoidance of dou�E�W���� �W�K�H�� �3�U�R�G�X�F�W�¶�V��
investment in the money market funds mentioned in the preceding paragraph is not subject to 
this limit. Any investment in ETFs will be considered and treated as collective investment 
schemes for the purposes of and subject to the requirements in 7.11A and 7.11B of the Code.  

For the avoidance of doubt, the Product will not invest in collective investment schemes which 
are non-eligible schemes and not authorised by the SFC. 

All investments of the Product other than Swaps will comply with 7.36 to 7.38 of the Code. The 
Manager has no current intention to enter into any securities lending, repurchase and reverse 
repurchase or similar transaction in respect of the Product.  

Collateral 

Counterparty Exposure 

Collateral arrangements will be taken in relation to these derivative transactions with a view that 
the percentage of the counterparty risk exposure (expressed as a percentage of net assets) is 
reduced to zero. 
 
To collateralise the mark-to-market exposure under the relevant Swap, additional amounts will 
be transferred as variation margin (either by the Product to the Swap Counterparty or vice versa) 
on each business day during the Swap transaction.  Such variation margin will be transferred by 
way of title transfer, or by way of a security interest with a right of use (analogous to title transfer) 
granted thereon. During this process, the Manager will manage the Product to ensure that the 
collateral held by the Product will represent at least 100% of the �3�U�R�G�X�F�W�¶�V gross total counterparty 



   
 

risk exposure and be maintained, marked-to-market on a daily basis, with a view to ensuring that 
there is no uncollateralised counterparty risk exposure at the end of a trading day (subject to  
intra-day price movements, market risk and settlement risk etc.). If the collateral held by the 
�3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I��
any trading day T, by the end of that trading day T, the Manager will generally require that each 
Swap Counterparty deliver additional collateral assets (i.e. variation margin) to make up for the 
difference in value, with the settlement of such delivery expected to occur on or before trading 
day T+2. 
 
Each Swap Counterparty will deliver collateral with a view to reduce the net exposure of the 
Product to each counterparty to 0% (zero per cent), although a minimum transfer amount of up 
to USD250,000 (or currency equivalent) will be applicable. 
 
Diagrammatic Illustration of Synthetic Replication Strategy 
 
Please see below a diagram illustrating the operation of the swap-based synthetic replication 
investment strategy above: 
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���7�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���V�X�E�M�H�F�W���W�R���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W�� 

 
Swap Transaction 
 
Each Swap is documented by a confirmation which supplements, forms part of and is governed 
by a 2002 ISDA Master Agreement with schedule thereto (together with an ISDA Credit Support 
Annex and/or ISDA Credit Support Deed in respect thereof), in each case, entered into by the 
Trustee on behalf of the Product and the Swap Counterparty. ISDA documentation is published 
by the International Swaps and Derivatives Association, Inc. 
 
Prior to commencing any transaction with a Swap Counterparty under a Swap, the Manager has 
obtained (if such Swap Counterparty is an existing swap counterparty) or will obtain (if such Swap 
Counterparty is a new swap counterparty) legal opinions or such other confirmations or 
assurances from the Swap Counterparties reasonably acceptable to the Product, confirming that 
(a) such Swap Counterparty has the capacity and authority to enter into the relevant Swap and 
(b) the obligations expressed to be assumed by such Swap Counterparty under the relevant Swap 
constitute legal, valid, binding obligations of the Swap Counterparty enforceable against it in 
accordance with their terms. The enforceability of the termination, bilateral close-out netting and 
multibranch netting provisions in the 2002 ISDA Master Agreement in the relevant jurisdictions in 
which enforcement action may be brought is covered by standard netting opinions commissioned 

�6�Z�D�S�� 

�� 

�&�X�V�W�R�G�L�D�Q���K�R�O�G�V���W�K�H��
�F�R�O�O�D�W�H�U�D�O���R�Q���E�H�K�D�O�I���R�I��

�W�K�H���3�U�R�G�X�F�W�
 

�� 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\ �3�U�R�G�X�F�W 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���S�U�R�Y�L�G�H�V���W�R���3�U�R�G�X�F�W���D�Q���H�[�S�R�V�X�U�H��

�W�R���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H���������[�����R�I���W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I��

�W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����Q�H�W���R�I���W�U�D�Q�V�D�F�W�L�R�Q���F�R�V�W�V�� 
 

�7�K�H�� �3�U�R�G�X�F�W�� �S�U�R�Y�L�G�H�V�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�H��

�,�Q�L�W�L�D�O�� �$�P�R�X�Q�W�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��

�D�S�S�R�L�Q�W�H�G���E�\���W�K�H���7�U�X�V�W�H�H���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���D�Q�G��

�Z�L�O�O�� �R�Q�O�\�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\��

�Z�K�H�Q���W�K�H���3�U�R�G�X�F�W���G�H�I�D�X�O�W�V 

�� 
�(�D�F�K���S�D�U�W�\���S�U�R�F�X�U�H�V���F�R�O�O�D�W�H�U�D�O�����L���H�����Y�D�U�L�D�W�L�R�Q���P�D�U�J�L�Q�����W�R���E�H��

�G�H�O�L�Y�H�U�H�G���W�R���W�K�H���R�W�K�H�U���S�D�U�W�\���Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H��

�L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���P�D�U�N���W�R���P�D�U�N�H�W���U�L�V�N���H�[�S�R�V�X�U�H���D�W���W�K�H��

�H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\ 



   
 

�E�\���,�6�'�$�����,�Q���U�H�V�S�H�F�W���R�I���H�D�F�K���6�Z�D�S�����Q�R�Q�H���R�I���W�K�H���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U���W�K�H���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´��
contained in the 2002 ISDA Master Agreement has been disapplied in respect of the relevant 
Swap Counterparty (although some of them have been amended to reflect the nature of the Swap 
�&�R�X�Q�W�H�U�S�D�U�W�\�����W�K�H���7�U�X�V�W�H�H���D�Q�G���W�K�H���3�U�R�G�X�F�W���D�Q�G���F�H�U�W�D�L�Q���³�$�G�G�L�W�L�R�Q�D�O���7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´���K�D�Y�H���D�O�V�R��
been inserted in respect of the Trustee and the Product). The Trustee (on behalf of the Product) 
has the right, in the event of insolvency �R�U���W�K�H���R�F�F�X�U�U�H�Q�F�H���R�I���F�H�U�W�D�L�Q���R�W�K�H�U���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U��
�³�7�H�U�P�L�Q�D�W�L�R�Q�� �(�Y�H�Q�W�V�´�� �R�I�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�D�W�� �D�U�H�� �F�R�Q�W�L�Q�X�L�Q�J�� �D�W�� �W�K�H�� �U�H�O�H�Y�D�Q�W�� �W�L�P�H���� �W�R��
terminate the Swap on behalf of the Product at any time (such termination may take effect 
immediately) and without any approval from the Swap Counterparty. 
 
The actual termination events vary according to the negotiation between the Manager and each 
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����7�K�H���I�R�O�O�R�Z�L�Q�J�V���D�U�H���V�R�P�H���H�[�D�P�S�O�H�V���R�I���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´�� 

 
(a) decline in the Net Asset Value of the Product to a prescribed triggering level;  

  
(b) illegality of other similar events which affects the ability of the Swap Counterparty or the 

Product to perform its obligations under the Swap agreement; 
 

(c) change of Manager or Trustee; and 
 

(d) termination of the Product.  
 
Criteria for Selection of Swap Counterparty  
 
In selecting a Swap Counterparty (or a replacement Swap Counterparty), the Manager will have 
regard to a number of criteria, including but not limited to the fact that the prospective Swap 
Counterparty or its guarantor is a substantial financial institution (as defined under the Code) 
subject to an on-going prudential and regulatory supervision,��or such other entity acceptable to 
the SFC under the Code. The Manager may also impose such other selection criteria as it 
considers appropriate. A Swap Counterparty must be independent of the Manager.  
 
As at the date of this Prospectus, the Swap Counterparties to the Product and their guarantors 
(where relevant) are:  
 
Swap Counterparty  Place of incorporation of 

the Swap Counterparty  
�6�W�D�Q�G�D�U�G�� �	�� �3�R�R�U�¶�V�� �F�U�H�G�L�W��
rating  

J.P.Morgan Securities PLC United Kingdom �$�$�� 

Societe Generale France A 

HSBC Bank Plc United Kingdom A- 

 
The Manager will publish, inter alia, the latest list of the identity of the Swap Counterparty of the 
�3�U�R�G�X�F�W�����D�V���Z�H�O�O���D�V���W�K�H���3�U�R�G�X�F�W�¶s gross and net exposure to each such Swap Counterparty, on 
�W�K�H���0�D�Q�D�J�H�U�¶�V���Z�H�E�V�L�W�H���D�W��https://www.csopasset.com/en/products/hk-coin-2i (which has not been 
reviewed by the SFC). 

Collateral Arrangements 

The Manager seeks the provision of collateral to mitigate potential counterparty risks, with a view 
to ensuring that there is no uncollateralized counterparty risk exposure subject to the minimum 
�W�U�D�Q�V�I�H�U���D�P�R�X�Q�W�V���G�H�V�F�U�L�E�H�G���L�Q���W�K�H���V�H�F�W�L�R�Q���K�H�D�G�H�G���³�&�R�X�Q�W�H�U�S�D�U�W�\���(�[�S�R�V�X�U�H�´���D�E�R�Y�H. The collateral 
held by the Product should represent at least 100% of the Product�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��

https://www.csopasset.com/en/products/hk-coin-2i


   
 

exposure towards the Swap Counterparties, with the value of the collateral marked to market by 
the end of each trading day. Where collateral taken is in the nature of cash and/or government 
bonds, the market value of such cash and/or government bond collateral should represent at least 
100% of the related gross counterparty risk exposure towards the Swap Counterparties.   
 
Collateral may take such form as the Manager considers appropriate, and currently it is in the 
form of bonds and/or cash. If a Swap Counterparty becomes insolvent, or if a Swap Counterparty 
fails to pay any sum payable under the Swap when due and after a demand has been made, or 
if other events of default specified in the relevant swap agreement occur, the Product, subject to 
the terms of the swap agreement, shall be entitled to enforce the relevant collateral and obtain 
full title thereof. In such instances, the Product�¶�V���R�E�O�L�J�D�W�L�R�Q�V���W�R���U�H�W�X�U�Q���W�K�H���F�R�O�O�D�W�H�U�D�O���Z�L�O�O���E�H���R�I�I�V�H�W��
�D�J�D�L�Q�V�W���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���R�E�O�L�J�D�W�L�R�Q���W�R���S�D�\���X�Q�G�H�U���W�K�H���V�Z�D�S���D�J�U�H�H�P�H�Q�W��  
 
The Manager has adopted measures to monitor the eligibility criteria and valuation of collateral 
provided to the Product on an ongoing basis.  
 
Collaterals taken by the Product shall comply with all applicable requirements under the Code, 
including Chapter 8.8(e) of the Code as supplemented by such other guidance from the SFC from 
time to time.  
 
The following criteria will be observed when accepting assets as collaterals for the Product: 
liquidity, daily valuation, credit quality, price volatility, diversification, correlation, management of 
operational and legal risks, enforceability, not being availability for secondary recourse and 
involving no structured product. Only cash collateral will be reinvested in accordance with the 
collateral policy set out in Part 1 of this Prospectus.   
 
The details of the collateral requirements required under the Code and the collateral policy of the 
Trust and the Product are set out in Part 1 of this Prospectus. 
 
Collateral provided to the Product must be held by the Trustee or any custodian duly appointed 
by the Trustee.  
 
�'�H�W�D�L�O�V�� �R�I�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �P�D�Q�D�J�H�P�H�Q�W�� �S�R�O�L�F�\�� �F�D�Q�� �E�H�� �I�R�X�Q�G�� �D�W�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H���D�W��
�K�W�W�S�V�������Z�Z�Z���F�V�R�S�D�V�V�H�W���F�R�P���H�Q���S�U�R�G�X�F�W�V���K�N���F�R�L�Q�����L�����Z�K�L�F�K���K�D�V���Q�R�W���E�H�H�Q���U�H�Y�L�H�Z�H�G���E�\���W�K�H���6�)�&��.  
 
�7�K�H���3�U�R�G�X�F�W�¶�V��net derivative exposure may be more than 100% of its Net Asset Value. 

The Product's net derivative exposure to financial derivative instruments will not exceed -202% of 
its Net Asset Value (i) at the time of Daily rebalancing of the Product, (ii) between Daily rebalancing, 
unless due to market movements.  

Swap Fees  

�7�K�H���3�U�R�G�X�F�W���Z�L�O�O���E�H�D�U���W�K�H���V�Z�D�S���I�H�H�V�����Z�K�L�F�K���L�Q�F�O�X�G�H�V���D�O�O���F�R�V�W�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���6�Z�D�S���W�U�D�Q�V�D�F�W�L�R�Q�V��
�D�Q�G���D�U�H���V�X�E�M�H�F�W���W�R���W�K�H���G�L�V�F�X�V�V�L�R�Q���D�Q�G���F�R�Q�V�H�Q�V�X�V���E�H�W�Z�H�H�Q���W�K�H���0�D�Q�D�J�H�U���D�Q�G���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\��
�E�D�V�H�G���R�Q���W�K�H���D�F�W�X�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V���R�Q���D���F�D�V�H���E�\���F�D�V�H���E�D�V�L�V�����7�K�H���V�Z�D�S���I�H�H�V���U�H�S�U�H�V�H�Q�W���D��
�Y�D�U�L�D�E�O�H�� �V�S�U�H�D�G�� ���Z�K�L�F�K�� �F�D�Q�� �E�H�� �S�R�V�L�W�L�Y�H�� �R�U�� �Q�H�J�D�W�L�Y�H���� �S�O�X�V���6�2�)�5���Z�K�L�F�K�� �U�H�I�O�H�F�W�V���W�K�H�� �E�U�R�N�H�U�D�J�H��
�F�R�P�P�L�V�V�L�R�Q�� �D�Q�G���W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �L�Q�� �R�U�G�H�U�� �W�R��
�S�U�R�Y�L�G�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���� 

�,�I���W�K�H���V�Z�D�S���I�H�H�����6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���S�R�V�L�W�L�Y�H���I�L�J�X�U�H�����W�K�H�Q���L�W���Z�L�O�O���E�H���E�R�U�Q�H���E�\���W�K�H���3�U�R�G�X�F�W���D�Q�G���P�D�\��
�K�D�Y�H���D�Q���D�G�Y�H�U�V�H���L�P�S�D�F�W���R�Q���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H���D�Q�G���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����D�Q�G���P�D�\���U�H�V�X�O�W��
�L�Q�� �D�� �Q�H�J�D�W�L�Y�H�� �L�P�S�D�F�W�� �R�Q�� �W�K�H�� �W�U�D�F�N�L�Q�J�� �G�L�I�I�H�U�H�Q�F�H�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W���� �2�Q�� �W�K�H�� �F�R�Q�W�U�D�U�\���� �L�I�� �W�K�H�� �V�Z�D�S���I�H�H��
���6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���Q�H�J�D�W�L�Y�H���I�L�J�X�U�H�����W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���S�D�\���W�K�H���V�Z�D�S���I�H�H���W�R���W�K�H���3�U�R�G�X�F�W��
�D�Q�G���P�D�\���O�H�D�G���W�R���D���S�R�V�L�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���W�U�D�F�N�L�Q�J���G�L�I�I�H�U�H�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����F�X�U�U�H�Q�W�O�\���W�K�H���V�Z�D�S���I�H�H�V��
�D�U�H�� �H�[�S�H�F�W�H�G�� �W�R�� �U�D�Q�J�H�� �I�U�R�P�������������� �W�R�������������� �S�H�U�� �D�Q�Q�X�P�� �R�I�� �W�K�H�� �6�Z�D�S�� �Q�R�W�L�R�Q�D�O�� �D�P�R�X�Q�W���� �L���H�����I�U�R�P��
�������������W�R������ �����������S�H�U���D�Q�Q�X�P���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����7�K�L�V���L�V���D���E�H�V�W���H�V�W�L�P�D�W�H���R�Q�O�\���D�Q�G���P�D�\��
�G�H�Y�L�D�W�H�� �I�U�R�P�� �W�K�H�� �D�F�W�X�D�O�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V������ �,�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V�� �D�Q�G�� �H�[�F�H�S�W�L�R�Q�D�O��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���� �W�K�H�� �E�U�R�N�H�U�D�J�H�� �F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I���I�L�Q�D�Q�F�L�Q�J�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���K�H�G�J�H���P�D�\���L�Q�F�U�H�D�V�H���V�L�J�Q�L�I�L�F�D�Q�W�O�\���D�Q�G���L�Q���U�H�W�X�U�Q���L�Q�F�U�H�D�V�H���W�K�H���V�Z�D�S���I�H�H�V�����:�K�H�Q���W�K�H���D�F�W�X�D�O��

https://www.csopasset.com/en/products/hk-coin-2i


   
 

�V�Z�D�S�� �I�H�H�� �O�H�Y�H�O�� �H�[�F�H�H�G�V���W�K�H�� �G�L�V�F�O�R�V�H�G�� �O�H�Y�H�O���� �W�K�H�� �0�D�Q�D�J�H�U�� �Z�L�O�O�� �L�V�V�X�H�� �Q�R�W�L�F�H�� �W�R�� �W�K�H���L�Q�Y�H�V�W�R�U�V�����7�K�H��
�3�U�R�G�X�F�W�� �V�K�D�O�O�� �E�H�D�U�� �W�K�H�� �V�Z�D�S�� �I�H�H�V�� ���L�Q�F�O�X�G�L�Q�J�� �D�Q�\�� �F�R�V�W�V�� �D�V�V�R�F�L�D�W�H�G�� �Z�L�W�K�� �W�K�H�� �H�Q�W�H�U�L�Q�J�� �L�Q�W�R���� �R�U��
�X�Q�Z�L�Q�G�L�Q�J�� �R�U�� �P�D�L�Q�W�H�Q�D�Q�F�H�� �R�I���� �D�Q�\�� �K�H�G�J�L�Q�J�� �D�U�U�D�Q�J�H�P�H�Q�W�V�� �L�Q���U�H�V�S�H�F�W���R�I�� �V�X�F�K�� �6�Z�D�S�V�������6�Z�D�S�� �I�H�H�V��
�D�U�H�� �D�F�F�U�X�H�G�� �G�D�L�O�\�� �D�Q�G�� �V�S�U�H�D�G�� �R�X�W�� �R�Y�H�U�� �W�K�H�� �P�R�Q�W�K�����7�K�H�� �P�D�[�L�P�X�P�� �X�Q�Z�L�Q�G�L�Q�J�� �I�H�H�� �S�D�\�D�E�O�H�� �E�\�� �W�K�H��
�3�U�R�G�X�F�W���L�V�������E�S�V���S�H�U���W�U�D�Q�V�D�F�W�L�R�Q���R�Q���W�K�H���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W���R�I���W�K�H���6�Z�D�S���X�Q�Z�R�X�Q�G�� 

The Manager will disclose the swap fees in the semi-annual and annual financial reports of the 
Product. The swap fees will be borne by the Product and hence may have an adverse impact on 
the Net Asset Value and the performance of the Product, and may result in higher tracking error.  

Daily rebalancing of the Produc t 

The Product will rebalance its position on a day when the SEHK and the NASDAQ are open for 
trading (i.e. a Business Day). On such days the Product will seek to rebalance its portfolio at or 
around the close of trading of the NASDAQ, by decreasing exposure in response to the Underlying 
Stock�¶�V���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H����-2x) Daily gains or increasing exposure in response to the Underlying 
Stock�¶�V�� �W�Z�R�� �W�L�P�H�V�� �L�Q�Y�H�U�V�H�� ��-2x) Daily losses, so that its Daily inverse exposure ratio to the 
Underlying Stock �L�V���F�R�Q�V�L�V�W�H�Q�W���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���� 

The table below illustrates how the Product as an inverse product will rebalance its position 
following the movement of the price of the underlying Stock by the end of trading of the relevant 
markets.  Assuming that the initial Net Asset Value of the Product is 100 on day 0, the Product will 
need to have an exposure of -200 to meet the objective of the Product. If the price of the Underlying 
Stock decreases by 10% during the day, the Net Asset Value of the Product would have increased 
to 120, making the exposure of the Product -180. As the Product needs an exposure of -240, which 
is -2x the Product�¶�V��Net Asset Value at closing, the Product will need to rebalance its position by 
an additional -60.  Day 1 illustrates the rebalancing requirements if the price of the Underlying 
Stock increases by 5% on the subsequent day.   

  Calculation  Day 0 Day 1 Day 2 

(a) Initial Product NAV   ������  ������  ������  

(b) Initial exposure (b) = (a) × -2 ��������  ��������  ��������  

(c) Daily change of price of Underlying 
Stock (%)   ��������  ����  ������  

(d) Profit / loss on exposure (d) = (b) × (c)  ����  ������  �������� 

(e) Closing Product NAV (e) = (a) + (d) ������  ������  ���������� 

(f) Exposure (f) = (b) × (1+(c))  ��������  ��������  ������������ 

(g) Target exposure to maintain 

inverse ratio (g) = (e) × -2 
��������  ��������  ������������ 

(h) Required rebalancing amounts (h) = (g) - (f) ������  ����  ���������� 

 
The above figures are calculated before fees and expenses.   
 
Underlying Stock  

Coinbase Global, Inc. operates a cryptocurrency exchange platform and provides data and 
transaction processing services. It offers digital currency wallet and platform for general 
transactions. Coinbase Global, Inc. is listed on the NASDAQ, a stock exchange based in the US. 

Borrowing policy  and restriction  

Borrowing against the assets of the Product is allowed up to a maximum of 10% of its latest 
available Net Asset Value, only on a temporary basis for the purposes of meeting redemption 



   
 

requests or defraying operating expenses.  
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Scenario  2:  Downward trending market  
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Scenario  3:  Volatile upward trend  
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�S�H�U�L�R�G�� �O�R�Q�J�H�U�� �W�K�D�Q�� ���� �%�X�V�L�Q�H�V�V�� �'�D�\�� �E�X�W�� �Z�L�W�K�� �G�D�L�O�\�� �Y�R�O�D�W�L�O�L�W�\���� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �P�D�\�� �E�H��
�D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W�H�G���L�Q���W�K�D�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���I�D�O�O���V�K�R�U�W���R�I�������[���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q��
�R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���L�O�O�X�V�W�U�D�W�H�G���L�Q���W�K�H���V�F�H�Q�D�U�L�R���E�H�O�R�Z�����Z�K�H�U�H���W�K�H���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N��
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�O�R�V�V���R�I������ �������F�R�P�S�D�U�H�G���Z�L�W�K���D������ �����O�R�V�V���Z�K�L�F�K���L�V�������[���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�� 
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Scenario  4: Volatile downward trend  

In a volatile downward trend, where the price �R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N generally moves downward 
�R�Y�H�U���D���S�H�U�L�R�G���O�R�Q�J�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\���E�X�W���Z�L�W�K���G�D�L�O�\���Y�R�O�D�W�L�O�L�W�\�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\��
�E�H���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W�H�G���L�Q���W�K�D�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���I�D�O�O���V�K�R�U�W���R�I��-2x the accumulative return 
of the �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N. As illustrated in the scenario below, where the price �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N falls by 7% over 5 Business Days but with daily volatility, the Product would have an 
accumulated loss of 0.2%, compared with a 15% gain which is -2x the accumulative return �R�I���W�K�H��
�8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N. 
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The chart below further illustrates the difference between ���L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L���������[���W�K�H��
�D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G�����L�L�L�����D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N����
in a volatile downward market trend over a period greater than 1 Business Day.  
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Scenario  5:  Volatile market with flat performance  of the Underlying Stock  

�,�Q���D���Y�R�O�D�W�L�O�H���P�D�U�N�H�W���Z�L�W�K���I�O�D�W���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����W�K�H���D�I�R�U�H�P�H�Q�W�L�R�Q�H�G���F�R�P�S�R�X�Q�G�L�Q�J��
�F�D�Q�� �K�D�Y�H�� �D�Q�� �D�G�Y�H�U�V�H�� �H�I�I�H�F�W�� �R�Q�� �W�K�H�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�I�� �W�K�H���3�U�R�G�X�F�W�����$�V�� �L�O�O�X�V�W�U�D�W�H�G�� �E�H�O�R�Z���� �H�Y�H�Q�� �L�I�� �W�K�H��
�8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���K�D�V���U�H�W�X�U�Q�H�G���W�R���L�W�V���S�U�H�Y�L�R�X�V���S�U�L�F�H�����W�K�H���3�U�R�G�X�F�W���P�D�\���O�R�V�H���Y�D�O�X�H�� 
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The chart below further illustrates the difference between ���L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L���������[���W�K�H��
�D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G�����L�L�L�����D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q�����R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N��
in a volatile market with flat performance �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N over a period greater than 1 
Business Day.   

 

 

The chart below sets out the difference between (a) -2x inverse product accumulative return and 
(b) -2x of accumulative return of the Underlying Stock in this scenario. 
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�R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����D�Q�G���D�V���D���U�H�V�X�O�W���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W���E�H�I�R�U�H���G�H�G�X�F�W�L�R�Q���R�I���I�H�H�V��
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As explained above, the Product tracks the two times inverse (-2x) performance of the �8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N, if observed on a Daily basis. However, due to path dependency of the performance of the 
Underlying Stock and the two times inverse (-2x) Daily performance of the Underlying Stock, when 
comparing the performance of the Underlying Stock and the -2x performance of the Underlying 
Stock for a period longer than one day (i.e. comparison of the point-to-point performance), the 
historical -2x performance of the Underlying Stock will not be equal to the simple -2x performance 
of the Underlying Stock over the same period of time. 
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�0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������S���P�������+�R�Q�J��
�.�R�Q�J���W�L�P�H�����R�Q���������$�S�U�L�O���������� 

�$�I�W�H�U���O�L�V�W�L�Q�J�����S�H�U�L�R�G���F�R�P�P�H�Q�F�H�V���R�Q���W�K�H���/�L�V�W�L�Q�J��
�'�D�W�H�� 

 

�x �$�O�O���L�Q�Y�H�V�W�R�U�V���P�D�\���V�W�D�U�W���W�U�D�G�L�Q�J���8�Q�L�W�V���R�Q���W�K�H��
�6�(�+�.���W�K�U�R�X�J�K���D�Q�\���G�H�V�L�J�Q�D�W�H�G���E�U�R�N�H�U�V����
�D�Q�G 
 

�x �3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���P�D�\���D�S�S�O�\���I�R�U��
�F�U�H�D�W�L�R�Q���D�Q�G���U�H�G�H�P�S�W�L�R�Q�����I�R�U���W�K�H�P�V�H�O�Y�H�V��
�R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H 

�x �&�R�P�P�H�Q�F�H���D�W�������������D���P�������+�R�Q�J���.�R�Q�J��
�W�L�P�H�����R�Q���������0�D�U�F�K���������������E�X�W���P�D�\���E�H��
�S�R�V�W�S�R�Q�H�G���E�\���W�K�H���0�D�Q�D�J�H�U���W�R���D���G�D�W�H���Q�R��
�O�D�W�H�U���W�K�D�Q���������$�S�U�L�O���������� 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����W�R��������������
�S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���H�D�F�K���'�H�D�O�L�Q�J��
�'�D�\�� 

 

 

Exchange Listing and T rading ( Secondary M arket)  

Application has been made to the Listing Committee of the SEHK for the listing of, and permission 
to deal in the Units traded in USD and HKD. 

Units are neither listed nor dealt on any other stock exchange and no application for such listing or 
permission to deal is being sought as at the date of this Prospectus. Application may be made in 
the future for a listing of Units on one or more other stock exchanges. Investors�¶ attention is drawn 
�W�R�� �W�K�H�� �V�H�F�W�L�R�Q�� �H�Q�W�L�W�O�H�G�� �³�(�[�F�K�D�Q�J�H�� �/�L�V�W�L�Q�J�� �D�Q�G�� �7�U�D�G�L�Q�J�� ���6�H�F�R�Q�G�D�U�\�� �0�D�U�N�H�W���´�� �L�Q�� �3�D�U�W�� ���� �R�I�� �W�K�L�V 
Prospectus for further information. 

Dealings on the SEHK in Units traded in USD and HKD are expected to begin on 24 March 2025.  

Participating Dealers should note that they will not be able to sell or otherwise deal in the Units on 
the SEHK until dealings begin on the SEHK. 

Dual  Counter Trading  

The Manager has arranged for Units to be available for trading on the secondary market on the 
SEHK under a Dual Counter arrangement. Units are denominated in USD. Despite the Dual 
Counter arrangement, the creation of new Units and redemption of Units in the primary market are 
settled in USD only. The Product offers 2 trading counters on the SEHK (i.e. HKD counter and USD 
counter) to investors for secondary trading purposes. Units traded in HKD counter will be settled in 
HKD and Units traded in USD counter will be settled in USD. Apart from settlement in different 
currencies, the trading prices of Units in the 2 counters may be different. 

Units traded on both counters are of the same class and share the same ISIN, and all Unitholders 
of both counters are treated equally. The 2 counters will have different stock codes and different 
stock short names as follows: 



   
 

 �8�6�'���&�R�X�Q�W�H�U �+�.�'���&�R�X�Q�W�H�U 

�6�W�R�F�N���&�R�G�H ��������  ��������  

�6�K�R�U�W���6�W�R�F�N���1�D�P�H �; �,���&�6�2�3�&�2�,�1���8 �; �,���&�6�2�3�&�2�,�1 

�,�6�,�1���Q�X�P�E�H�U �+�.��������������������  

 

�1�R�U�P�D�O�O�\���� �L�Q�Y�H�V�W�R�U�V�� �F�D�Q�� �E�X�\�� �D�Q�G�� �V�H�O�O�� �8�Q�L�W�V�� �W�U�D�G�H�G�� �L�Q�� �W�K�H�� �V�D�P�H�� �F�R�X�Q�W�H�U�� �R�U�� �D�O�W�H�U�Q�D�W�L�Y�H�O�\���E�X�\�� �L�Q�� ����
�F�R�X�Q�W�H�U�� �D�Q�G�� �V�H�O�O�� �L�Q�� �W�K�H�� �R�W�K�H�U�� �F�R�X�Q�W�H�U�� �S�U�R�Y�L�G�H�G�� �W�K�H�L�U�� �E�U�R�N�H�U�V�� �S�U�R�Y�L�G�H�� �E�R�W�K���8�6�'���D�Q�G���+�.�'�� trading 
services at the same time. Inter-counter buy and sell is permissible even if the trades take place 
within the same trading day. However, investors should note that the trading price of Units traded 
in the �8�6�' counter and that of HKD counter may be different and may not always maintain a close 
relationship depending on factors such as market demand and supply and liquidity in each counter. 

More information with regard to the Dual Counter is available in the frequently asked questions in 
�U�H�V�S�H�F�W�� �R�I�� �W�K�H�� �'�X�D�O�� �&�R�X�Q�W�H�U�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H��
http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products�� 

Investors should consult their brokers if they have any questions concerning fees, timing, 
procedures and the operation of the Dual Counter, including inter-counter trading���� �,�Q�Y�H�V�W�R�U�V�¶��
�D�W�W�H�Q�W�L�R�Q���L�V���D�O�V�R���G�U�D�Z�Q���W�R���W�K�H���U�L�V�N���I�D�F�W�R�U���E�H�O�R�Z���H�Q�W�L�W�O�H�G���³�'�X�D�O���&�R�X�Q�W�H�U��Trading �5�L�V�N�V�´�� 

Distribution P olicy  

The Manager intends to distribute income to Unitholders annually (in December) having regard to 
the Product�¶�V���Q�H�W���L�Q�F�R�P�H���D�I�W�H�U���I�H�H�V���D�Q�G���F�R�V�W�V�� 

The Manager will also have the discretion to determine if and to what extent distributions (whether 
directly or effectively) will be paid out of capital of the Product. 

The Manager may, at its discretion, pay distributions out of capital. The Manager may also, at its 
discretion, pay distributions out of gross income while all or part of the fees and expenses of the 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of capital.  Investors should note that payments of distributions out of capital 
�R�U�� �H�I�I�H�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �F�D�S�L�W�D�O�� �D�P�R�X�Q�W�V�� �W�R�� �D�� �U�H�W�X�U�Q�� �R�U�� �Z�L�W�K�G�U�D�Z�D�O�� �R�I�� �S�D�U�W�� �R�I�� �D�Q�� �L�Q�Y�H�V�W�R�U�¶�V�� �R�U�L�J�L�Q�D�O��
investment or from any capital gains attributable to that original investment. Any distributions 
involving payment out of or effectively out of the Product�¶�V�� �F�D�S�L�W�D�O�� �P�D�\ result in an immediate 
reduction in the Net Asset Value per Unit and will reduce any capital appreciation for the Unitholders. 
There is no guarantee of any regular distribution. 

The composition of the distributions (i.e. the relative amounts paid out of net distributable income 
and capital) for the last 12 months are available by the Manager on request and also on the 
�0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H https://www.csopasset.com/en/products/hk-coin-2i (which has not been 
reviewed by the SFC).  

The distribution policy may be amended subject to the SFC�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O���D�Q�G���X�S�R�Q���J�L�Y�L�Q�J���Q�R�W��
�O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V���� 

Distributions (if declared) will be declared in the base currency of the Product (i.e. USD). The 
Manager will make an announcement prior to any distribution in respect of the relevant distribution 
amount in USD only. The details of the distribution declaration dates, distribution amounts and ex-
�G�L�Y�L�G�H�Q�G�� �S�D�\�P�H�Q�W�� �G�D�W�H�V�� �Z�L�O�O�� �E�H�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H��
https://www.csopasset.com/en/products/hk-coin-2i (which has not been reviewed by the SFC) and 

http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products
https://www.csopasset.com/en/products/hk-coin-2i
https://www.csopasset.com/en/products/hk-coin-2i


   
 

on HKEX�¶�V�� �Z�H�E�V�L�W�H 
http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx (which 
has not been reviewed by the SFC).  

There can be no assurance that distributions will be paid.  

Each Unitholder will receive distributions in USD. Unitholders are advised to check with their 
brokers/intermediaries on the arrangements concerning distributions.  

Distribution payment rates in respect of Units will depend on factors beyond the control of the 
Manager or Trustee including, general economic conditions, and the financial position and dividend 
or distribution policies of the relevant underlying entities.  There can be no assurance that such 
entities will declare or pay dividends or distributions. 

Fees and Expenses  

Management Fee   

The Product pays a Management Fee as a single flat fee, currently at ������% per year of the Net 
Asset Value of the Product.  Please refer to the section �³�)�H�H�V���D�Q�G���(�[�S�H�Q�V�H�V�´ as to the fees and 
charges included in the Management Fee.  The Management Fee is calculated as at each Dealing 
Day and payable monthly in USD in arrears out of the Trust Fund. 

The Management Fee may be increased up to ��% per year of the Net Asset Value of the Product, 
�R�Q���R�Q�H���P�R�Q�W�K�¶�V���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�����R�U���V�X�F�K���V�K�R�U�W�H�U period as approved by the SFC). In the event 
that such fee is to be increased beyond this rate (which is the maximum rate set out in the Trust 
Deed)�����V�X�F�K���L�Q�F�U�H�D�V�H���Z�L�O�O���E�H���V�X�E�M�H�F�W���W�R���W�K�H���8�Q�L�W�K�R�O�G�H�U�V�¶���D�Q�G���W�K�H���6�)�&�¶�V���D�S�S�U�R�Y�D�O�� 

The Trustee fee is inclusive in the Management Fee. 

Swap fees  

�'�H�W�D�L�O�V���R�I���W�K�H���V�Z�D�S���I�H�H�V���D�Q�G���L�Q�G�L�U�H�F�W���F�R�V�W�V���D�U�H���V�H�W���R�X�W���L�Q���W�K�H���V�H�F�W�L�R�Q���³�6�Z�D�S���I�H�H�V�´���L�Q���W�K�L�V���$�S�S�H�Q�G�L�[. 

Risk Factors Specific to the Product  

In addition to the risk factors presented in Part 1 of this Prospectus, the risk factors set forth below 
are also specific risks, in the opinion of the Manager, considered to be relevant and presently 
applicable specifically to the Product. 

Single Stock Concentration Risk  

The Product is subject to concentration risk as a result of tracking the inverse performance of the 
single Underlying Stock. The value of the Product may be more volatile than that of a fund having 
a more diverse portfolio of investments due to the non-diversified nature of investing in the single 
Underlying Stock. The value of the Product may be more susceptible to adverse conditions in 
respect of such particular Underlying Stock. 

Extreme Price Volatility Risk  

Prices of the Product may be more volatile than conventional ETFs because of the use of leverage 
and the daily rebalancing activities and the leverage effect. Furthermore, the Product is 
concentrated in a single Underlying Stock. Given its non-diversified and inverse nature, the Product 
is subject to extreme price volatility and may become non-viable within a short period. You may 
lose a significant portion or all of your investment within one day. 

Under exceptional circumstances where the Product becomes non-viable, the Manager may use 
its discretion to deviate from the investment strategy or take defensive measures, which may 



   
 

include liquidating swap positions and suspending trading of the Product, in order to safeguard the 
interests of the product and its unitholders to prevent potential negative fund value and protect the 
interests of the investors. Such circumstances may arise if there are extreme intra-day price 
movements and the Manager will issue a notice to inform investors. Please note that the Manager 
may re-enter the swap contracts at the market closes on the same day depending on market 
condition.  

Risks associated with the Underlying Stock �± Coinbase Global, Inc.  

The following factors may contribute to the price volatility of the Underlying Stock which may in turn 
impact the daily Net Asset Value of the Product. 

Risks specific to the Underlying Stock 

Coinbase Global, Inc. is exposed to the following risks: extreme volatility in the prices of 
cryptocurrencies and fluctuations in trading volumes, which directly impact revenue and profitability, 
as the company derives a significant portion of its income from transaction fees; legal risks; 
regulatory uncertainty and evolving legal frameworks governing digital assets, which could result in 
increased compliance costs, operational restrictions, or outright bans in certain jurisdictions as well 
as increased government regulations and regulatory scrutiny; reliance on a limited number of 
revenue streams, primarily tied to cryptocurrency trading, making the business highly sensitive to 
market cycles and investor sentiment; intense competition from both traditional financial institutions 
and emerging cryptocurrency platforms; cybersecurity threats, including hacking, data breaches, 
and ransomware attacks, which could compromise customer assets or erode trust in the platform; 
technical issues; challenges in scaling operations to meet growing demand while maintaining 
security, compliance, and user experience; exposure to litigation, investigations, or enforcement 
actions related to its business practices or the broader cryptocurrency industry; and the potential 
for reputational harm due to negative publicity, regulatory scrutiny, or security incidents. 

Cryptocurrency risks 

While the Product will not directly invest in cryptocurrencies, it will be subject to the risks associated 
with cryptocurrencies by virtue of its exposure to the Underlying Stock, which operates as a 
cryptocurrency exchange. As such, the performance of the Underlying Stock is correlated to the 
value, trading volume and market sentiment of cryptocurrencies. These risks include extreme price 
volatility risk, the uncertainty surrounding new technology, limited evaluation due to short trading 
history of cryptocurrencies, and the potential change in product and market demands over the long 
term. The extreme volatility of prices of cryptocurrencies is also a risk factor. Regulatory 
uncertainties, such as potential government interventions and conflicting regulations across 
jurisdictions, can impact the demand for cryptocurrencies and restrict its usage. 

Digital asset and finance services company risks 
 
The performance of the Underlying Stock, and subsequently the �3�U�R�G�X�F�W�¶�V performance, is subject 
to the risks of the digital asset and finance company sectors. Such companies may be impacted by 
government regulations, economic conditions and credit markets. These companies typically face 
intense competition and could be affected by new entrants into the market. Competitors in the digital 
payments space include financial institutions and well-established payment processing companies. 
In addition, many companies engaged in these businesses store sensitive consumer information 
and could be the target of cybersecurity attacks and other types of theft, which could have an impact 
on these companies. Online digital asset trading platforms currently operate under less regulatory 
scrutiny than traditional financial services companies and banks, but there is a growing trend that 
regulatory oversight could increase in the future. Growing regulatory scrutiny can also impact the 
current business models of some digital asset-related companies and could severely impact the 
viability of these companies. These companies could be impacted by disruptions in service caused 



   
 

by issues relating to hardware, software or service by third-party datacenter hosting facilities and 
maintenance providers. 

Technology theme risk  

Coinbase Global, Inc. is in the technology sector and is characterised by relatively higher volatility 
in price performance when compared to other economic sectors. Coinbase Global, Inc. also face 
intense competition and there may also be substantial government intervention, which may have 
an effect on profit margins. The price volatility of the Underlying Stock may be greater than the price 
volatility of other companies. Rapid changes could render obsolete the products and services 
offered by companies in the technology sector. Rapid changes to the products and services offering 
may further contribute to the price volatility of Coinbase Global, Inc.. Coinbase Global, Inc. is also 
subject to cyber security risks and potential legal, financial, operational and reputational 
consequences. 

Large/mega-capitalisation company risk  

Coinbase Global, Inc. is a large/mega-capitalisation company that is relatively mature compared to 
smaller companies and therefore subject to slower growth during times of economic expansion. It 
may struggle with flexibility to respond quickly to disruptions and changes in trends. The high 
valuation of large/mega-capitalisation companies can make Coinbase Global, Inc. more susceptible 
to market corrections, downturns and changes in interest rates. Moreover, large/mega-
capitalisation companies typically have high price-to-earnings ratio than smaller capitalisation 
companies which can lead to overvaluation and may indicate there is less room for gains and even 
potential downward price adjustment. Stock prices of these companies may exhibit greater volatility 
due to these factors. These companies usually exert market dominance and therefore frequently 
face regulatory pressures, in particular antitrust scrutiny. This leads to legal challenges and 
increased costs which may in turn affect profitability. 

Leverage Risk  

The Product will utilise leverage to achieve a Daily return equivalent to minus two times (-2x) the 
return of the Underlying Stock. Both gains and losses will be magnified. The risk of loss resulting 
from an investment in the Product in certain circumstances including a bull market will be 
substantially more than a fund that does not employ leverage. For example, the price of the 
Underlying Stock could increase by more than 50% on a particular day and this may result in the 
�W�R�W�D�O���O�R�V�V���R�I���W�K�H���L�Q�Y�H�V�W�R�U�V�¶���L�Q�Y�H�V�W�P�H�Q�W���L�Q���W�K�H���3�U�R�G�X�F�W�����6�X�F�K���W�R�W�D�O���O�R�V�V���R�I���L�Q�Y�H�V�W�P�H�Q�W���F�R�X�O�G���R�F�F�X�U���L�Q���D��
relatively short period of time if there is a material market movement. 

Long T erm Holding  Risk  

The Product is not suitable for holding longer than one day  as the performance of the Product 
over a period longer than one day will very likely differ in amount and possibly direction from the 
two times inverse performance of the Underlying Stock over that same period (e.g. the loss may be 
more than 2 times the increase in the price of the Underlying Stock). This effect of compounding 
becomes more pronounced for longer holding periods and in products with larger leverage factor 
and/or inverse exposure. Investors should not expect the actual percentage return of investing in 
the Product to be equal to two times the inverse percentage change in the price of the Underlying 
Stock for periods of longer than one day. 

�7�K�H���H�I�I�H�F�W���R�I���F�R�P�S�R�X�Q�G�L�Q�J���E�H�F�R�P�H�V���P�R�U�H���S�U�R�Q�R�X�Q�F�H�G���R�Q���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���D�V���W�K�H��price 
of the Underlying Stock �H�[�S�H�U�L�H�Q�F�H�V���Y�R�O�D�W�L�O�L�W�\�����7�K�H���G�H�Y�L�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���I�U�R�P���W�K�H��
two times inverse performance of the Underlying Stock will increase, and the performance of the 
Product will generally be adversely affected with higher volatility of the price of the Underlying Stock. 
As a result of Daily rebalancing, the volatility of the price of the Underlying Stock and the effects of 
compounding o�I���H�D�F�K���G�D�\�¶�V���U�H�W�X�U�Q���R�Y�H�U���W�L�P�H�����L�W���L�V���H�Y�H�Q���S�R�V�V�L�E�O�H���W�K�D�W���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���O�R�V�H���P�R�Q�H�\��
over time while the Underlying Stock�¶�V��performance falls or is flat.  Investors in the Product should 
actively manage and monitor their investments, as frequently as daily. 



   
 

Inverse Product vs. S hort Selling Risk  

Investing in the Product is different from taking a short position. Because of rebalancing the return 
profile of the Product is not the same as that of a short position. In a volatile market with frequent 
directional swings, the performance of the Product may deviate from a short position. 

Unconventional Return Pattern Risk  
 
Risk investment outcome of the Product is the opposite of conventional investment funds, and any 
gains and losses will be magnified by approximately two times. If the price of the Underlying Stock 
increases for extended periods, the Product will likely to lose most or all of its value.  

Risk of Rebalancing Activities  

There is no assurance that the Product can rebalance their portfolio on a Daily basis to achieve 
their investment objectives. Market disruption, regulatory restrictions, counterparty capacity limits 
�R�U���H�[�W�U�H�P�H���P�D�U�N�H�W���Y�R�O�D�W�L�O�L�W�\���P�D�\���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���U�H�E�D�O�D�Q�F�H���L�W�V���S�R�U�W�I�R�O�L�R�� 

Liquidity Risk  

The rebalancing activities of the Product typically take place near the end of trading of the 
underlying market to minimise tracking difference. As a result, the Product may be more exposed 
to the market conditions during a shorter interval and may be more subject to liquidity risk and the 
Swap Counterparty's capacity to execute may also be subject to liquidity risk. 

Intraday Investment Risk  
 
The Product is normally rebalanced at the end of �W�U�D�G�L�Q�J���R�I���W�K�H���X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W���R�Q���D���%�X�V�L�Q�H�V�V��
�'�D�\.  As such, return for investors that invest for period less than a full Trading Day will generally 
be greater than or less than the two times inverse (-2x) investment exposure to the Underlying 
Stock, depending upon the movement of the price of the Underlying Stock from the end of one 
Trading Day until the time of purchase. 
 
Portfolio Turnover R isk  
 
�'�D�L�O�\�� �U�H�E�D�O�D�Q�F�L�Q�J�� �R�I�� �3�U�R�G�X�F�W�¶�V�� �K�R�O�G�L�Q�J�V�� �F�D�X�V�H�V�� �D�� �K�L�J�K�H�U�� �O�H�Y�H�O�� �R�I�� �S�R�U�W�I�R�O�L�R�� �W�U�D�Q�V�D�F�W�L�R�Q�V�� �W�K�D�Q��
compared to the conventional exchange traded funds. High levels of transactions increase 
brokerage and other transaction costs. 

Risks Associated with I nvesting in Swaps  

Limited Availability of Swaps Risk 
 
�7�K�H���0�D�Q�D�J�H�U�¶�V���D�E�L�O�L�W�\���W�R���P�D�Q�D�J�H���W�K�H��Product in accordance with its stated investment objective will 
depend upon the willingness and ability of potential Swap Counterparties to engage in Swaps with 
the Product linked to the performance of the Underlying Stock. A �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �D�E�L�O�L�W�\�� �W�R��
continue to enter into Swaps or other derivative transactions with the Product may be reduced or 
eliminated, which could have a material adverse effect on the Product. Furthermore, Swaps are of 
limited duration and there is no guarantee that Swaps entered into with a Swap Counterparty will 
continue indefinitely. Accordingly, the duration of a Swap depends on, among other factors, the 
ability of the Product to renew the expiration period of the relevant Swap at agreed upon terms. If 
the Product is unable to obtain sufficient exposure to �W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���L�Q�Y�H�U�V�H���S�H�U�I�R�U�P�D�Q�F�H��of 
the Underlying Stock because of the limited availability of Swaps linked to t�K�H�� �S�H�U�I�R�U�P�D�Q�F�H���� �W�K�H��
�L�Q�Y�H�U�V�H�� �S�H�U�I�R�U�P�D�Q�F�H��of the Underlying Stock, the Product could, among other alternatives, as a 
defensive measure, suspend creations until the Manager determines that the requisite swap 
exposure is obtainable. During the period that creations are suspended, the Product could trade at 
a significant premium or discount to the Net Asset Value and could experience substantial 
redemptions. To the extent that such events result in a termination event under the �3�U�R�G�X�F�W�¶�V Swaps, 
the risks related to the limited availability of Swaps would be compounded and the Product may be 
adversely affected. 



   
 

 
Counterparty Risk  
 
Because a Swap is an obligation of the Swap Counterparty rather than a direct investment in the 
Underlying Stock, the Product may suffer losses potentially equal to, or greater than, the full value 
of the Swap if the Swap Counterparty fails to perform its obligations under the Swap as a result of 
bankruptcy or otherwise. Any loss would result in a reduction in the Net Asset Value of the Product 
and will likely impair the Product�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W objective. The counterparty risk 
associated with the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�V���H�[�S�H�F�W�H�G to be greater than that may be encountered 
by most other funds because the Product expects to use Swaps as the principal means to gain 
exposure to the Underlying Stock. Despite the counterparty risk management measures in place, 
the management of the Product�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R each Swap Counterparty to zero is subject to 
settlement risks arising from settlement failures and market risks (including price movements prior 
to the required cash payment by the Swap Counterparty to the Product). The Product�¶�V�� �Q�H�W��
exposure to each Swap Counterparty may exceed zero if any such risks eventuate. The extent of 
the Product�¶�V potential loss arising in this regard is likely to be the amount of the Product�¶�V�� �Q�H�W 
counterparty exposure. 
 
�7�K�H���0�D�Q�D�J�H�U���Z�L�O�O���P�D�Q�D�J�H���W�K�H���3�U�R�G�X�F�W���W�R���H�Q�V�X�U�H���W�K�D�W���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W��
�D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���D�Q�G���E�H���P�D�L�Q�W�D�L�Q�H�G�����P�D�U�N�H�G��
�W�R���P�D�U�N�H�W���R�Q���D���G�D�L�O�\���E�D�V�L�V�����Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H���L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�H�[�S�R�V�X�U�H���D�W���W�K�H���H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\�����,�I���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H��
�3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I���D�Q�\���W�U�D�G�L�Q�J���G�D�\���7�����E�\���W�K�H���H�Q�G���R�I���W�K�D�W��
�W�U�D�G�L�Q�J���G�D�\���7���� �W�K�H���0�D�Q�D�J�H�U���Z�L�O�O���J�H�Q�H�U�D�O�O�\�� �U�H�T�X�L�U�H���W�K�D�W���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���G�H�O�L�Y�H�U���D�G�G�L�W�L�R�Q�D�O��
�F�R�O�O�D�W�H�U�D�O���D�V�V�H�W�V���W�R���P�D�N�H���X�S���I�R�U���W�K�H���G�L�I�I�H�U�H�Q�F�H���L�Q���Y�D�O�X�H�����Z�L�W�K���W�K�H���V�H�W�W�O�H�P�H�Q�W���R�I���V�X�F�K���G�H�O�L�Y�H�U�\���H�[�S�H�F�W�H�G��
�W�R�� �R�F�F�X�U�� �R�Q���R�U�� �E�H�I�R�U�H���W�U�D�G�L�Q�J�� �G�D�\�� �7�������� �'�H�V�S�L�W�H�� �W�K�H�� �F�R�X�Q�W�H�U�S�D�U�W�\�� �U�L�V�N�� �P�D�Q�D�J�H�P�H�Q�W�� �P�H�D�V�X�U�H�V�� �L�Q��
�S�O�D�F�H�����W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���]�H�U�R���L�V���V�X�E�M�H�F�W��
�W�R�� �V�H�W�W�O�H�P�H�Q�W�� �U�L�V�N�V�� �D�U�L�V�L�Q�J�� �I�U�R�P�� �V�H�W�W�O�H�P�H�Q�W�� �I�D�L�O�X�U�H�V�� �D�Q�G�� �P�D�U�N�H�W�� �U�L�V�N�V�� ���L�Q�F�O�X�G�L�Q�J�� �S�U�L�F�H�� �P�R�Y�H�P�H�Q�W�V��
�S�U�L�R�U���W�R���W�K�H���U�H�T�X�L�U�H�G���F�D�V�K���S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W�������$�Q�\���G�H�O�D�\���L�Q���W�K�H���F�D�V�K��
�S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W���S�U�L�R�U���W�R���W�K�H���H�Q�G���R�I���W�K�H���U�H�O�H�Y�D�Q�W���W�U�D�G�L�Q�J���G�D�\���7������
�P�D�\���F�D�X�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���E�H���O�D�U�J�H�U���W�K�D�Q���]�H�U�R���I�U�R�P���W�L�P�H���W�R���W�L�P�H����
�7�K�L�V���P�D�\���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V���I�R�U���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���H�Y�H�Q�W���R�I���W�K�H���L�Q�V�R�O�Y�H�Q�F�\���R�U���G�H�I�D�X�O�W���R�I���W�K�D�W��
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 
 
�(�D�U�O�\���7�H�U�P�L�Q�D�W�L�R�Q���R�I���6�Z�D�S�V���5�L�V�N 
 
In some circumstances, a Swap Counterparty can terminate the swap agreements early which may 
�D�G�Y�H�U�V�H�O�\���L�P�S�D�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�D�Q���D�O�V�R���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V��
�D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���D�Q�G���P�D�\���V�X�E�M�H�F�W���W�K�H���3�U�R�G�X�F�W���W�R���V�X�E�V�W�D�Q�W�L�D�O���O�R�V�V����Also, the 
Product may face an increase in the cost to enter into a similar swap agreement with additional 
Swap Counterparties.   
 
�+�L�J�K���6�Z�D�S���)�H�H�V���5�L�V�N 
 
The Product will bear the swap fees, which are subject to the discussion and consensus between 
the Manager and the Swap Counterparty based on the actual market circumstances on a case-by-
case basis. The current swap fees are a best estimate only and may deviate from the actual market 
conditions. The swap fees of the Product may be higher than that of other leveraged �D�Q�G���L�Q�Y�H�U�V�H��
products tracking broad-based indices or commodities indices due to market condition, market 
sentiment on the Underlying Stock and changes in interest rates. This may have an adverse impact 
on the NAV and performance of the Product, and hence may result in higher tracking difference. In 
extreme market conditions and exceptional circumstances, the brokerage commission and the 
�6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �P�D�\�� �L�Q�F�U�H�D�V�H�� �V�L�J�Q�L�I�L�F�D�Q�W�O�\�� �D�Q�G�� �L�Q��
return increase the swap fees.      
 
Capacity Limit Risk 
 
The Swap Counterparties may also be subject to a capacity limit representing the commitment of 
the Swap Counterparty to conduct the Swap transactions to provide the required exposure to the 
Underlying Stock �I�R�U���W�K�H���3�U�R�G�X�F�W�����$�F�F�R�U�G�L�Q�J�O�\�����W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���W�K�H��Underlying Stock may 



   
 

be affected. Whilst the Manager does not anticipate that this will have any immediate effect on the 
Product, if any Swap Counterparty reaches its capacity limit or if the Net Asset Value of the Product 
grows significantly this may prevent creations of Units due to the inability of the Product to conduct 
Swap transactions. This may cause a divergence between the trading price of a Unit on the SEHK 
and the Net Asset Value per Unit. The investment exposure could also deviate from the target 
exposure which adds tracking error to the Product. 
 
Liquidity Risk 
 
Swaps may be subject to liquidity risk, which exists when a particular Swap is difficult to purchase 
or sell. If a Swap transaction is particularly large or if the relevant market is illiquid, it may not be 
possible to initiate a transaction or liquidate a position at an advantageous time or price, which may 
result in significant losses to the Product. In addition, a Swap may be subject to the Product�¶�V��
limitation on investments in illiquid Securities. Swaps may be subject to pricing risk, which exists 
when a particular Swap becomes extraordinarily expensive (or inexpensive) relative to historical 
prices or the prices of corresponding cash market instruments. The swaps market is largely 
unregulated. It is possible that developments in the swaps market, including potential government 
regulation, could adversely affect the Product�¶�V�� �D�E�L�O�L�W�\�� �W�R�� �W�H�U�P�L�Q�D�W�H�� �H�[�L�V�W�L�Q�J��Swaps or to realise 
amounts to be received under such agreements. There is also no active market in derivative 
instruments and therefore investment in derivative instruments can be illiquid. In order to meet 
requests, the relevant Product relies upon the issuer of the derivative instruments to quote a market 
to unwind any part of the derivative instruments that will reflect the market liquidity conditions and 
the size of the transaction. 
 
Valuation Risk 
 
The Product�¶�V���D�V�V�H�W�V�����L�Q���S�D�U�W�L�F�X�O�D�U��Swaps entered into by the Product, involve derivative techniques 
that may be complex and specialised in nature. Valuations for such assets will only usually be 
available from a limited number of market professionals which frequently act as counterparties to 
the transactions to be valued. Such valuations are often subjective and there may be substantial 
differences between any available valuations. However the Manager will carry out an independent 
verification of �W�K�L�V���Y�D�O�X�D�W�L�R�Q���R�Q���D���G�D�L�O�\���E�D�V�L�V���D�V���G�H�V�F�U�L�E�H�G���X�Q�G�H�U���³�'�H�W�H�U�P�L�Q�D�W�L�R�Q���R�I���1�H�W���$�V�V�H�W���9�D�O�X�H�´��
section. 
 
Legal Risk 
 
The characterisation of a transaction or a party's legal capacity to enter into it could render the 
Swap unenforceable. The insolvency or bankruptcy of a counterparty may also affect the 
enforceability of contractual rights. 
 
Short Selling by Swap Counterparty Risk 
 
The Swap Counterparty to the Product may need to short sell the Underlying Stock for the purposes 
�R�I���K�H�G�J�L�Q�J�����0�D�Q�\���U�H�J�X�O�D�W�R�U�V���K�D�Y�H���E�D�Q�Q�H�G���³�Q�D�N�H�G�´���V�K�R�U�W���V�H�O�O�L�Q�J�����D���S�U�D�F�W�L�F�H���W�K�D�W���K�D�V���E�H�H�Q���S�U�R�K�L�E�L�W�H�G��
in Hong Kong since short selling was first introduced) or completely suspended short selling for 
certain stocks. Any such bans with the effect of prohibiting the short selling of the Underlying Stock 
�P�D�\���D�I�I�H�F�W���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R���K�H�G�J�H���L�W�V���S�R�V�L�W�L�R�Q���D�Q�G���P�D�\���W�U�L�J�J�H�U���D�Q���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q��
�R�I���W�K�H���2�7�&���6�Z�D�S���7�U�D�Q�V�D�F�W�L�R�Q�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�R�X�O�G���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Ye 
its investment objective and subject the Product to substantial loss.  

Mandatory Measures imposed by Relevant Parties Risk 

�5�H�J�D�U�G�L�Q�J�� �W�K�H�� �3�U�R�G�X�F�W�¶�V��Swaps, relevant parties (such as Swap Counterparties, participating 
dealers and stock exchanges) may impose certain mandatory measures for risk management 
purpose under extreme market circumstances. These measures may include early termination of 
the Swaps, no further Swap contracts signed and having limited or no access to exposure. In 
response to such mandatory measures, the Manager may have to take corresponding actions in 
�W�K�H�� �E�H�V�W�� �L�Q�W�H�U�H�V�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �8�Q�L�W�K�R�O�G�H�U�V�� �D�Q�G�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�R�Q�V�W�L�W�X�W�L�Y�H��
�G�R�F�X�P�H�Q�W�V�����L�Q�F�O�X�G�L�Q�J���V�X�V�S�H�Q�V�L�R�Q���R�I���F�U�H�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���X�Q�L�W�V���D�Q�G���R�U���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���W�U�D�G�L�Q�J����
implementing alternative investment and/or hedging strategies and termination of the Product. 



   
 

These corresponding actions may have an adverse impact on the operation, secondary market 
trading, ability to track the price of the Underlying Stock and the Net Asset Value of the Product. 
While the Manager will endeavour to provide advance notice to investors regarding these actions 
to the extent possible, such advance notice may not be possible in some circumstances.   

Inverse Performance of Underlying Stock  

Investors in the Product should note that the objective and the risks inherent in the Product are not 
typically encountered in traditional investment products �Z�K�L�F�K���W�U�D�F�N���W�K�H���³�O�R�Q�J�´���S�H�U�I�R�U�P�D�Q�F�H���U�D�W�K�H�U��
than two times inverse performance of a single stock. Should the price of the Underlying Stock 
increase, it could have a negative effect on the performance of the Product and the negative effect 
will be magnified by approximately two times. As such, Unitholders could, in certain circumstances 
including a bull market, face minimal or no returns, or may even suffer a complete loss, on such 
investments. The negative effect of compounding is more pronounced when combined with Daily 
rebalancing in volatile markets. 

The Product is designed as a trading tool for short-term market timing or hedging purposes, and is 
not intended for long term investment. It is only suitable for sophisticated trade-oriented investors 
who understand the potential consequences of seeking two times inverse (-2x) Daily results and 
the associated risks constantly monitor the performance of their holding on a daily basis.   

Path Dependency  

The objective of the Product is to provide investment results that, before fees and expenses, closely 
correspond to the two times inverse performance of the Underlying Stock on a Daily basis only. 
Therefore the Product should not be equated with seeking an inverse position for periods longer 
than a day. Investors in the Product should note that the point-to-point accumulated performance 
of the historical two times inverse (-2x) Daily performance of the Underlying Stock over a certain 
period may not be equal to the point-to-point two times inverse performance of the Underlying Stock 
�R�Y�H�U���W�K�H���V�D�P�H���S�H�U�L�R�G���R�I���W�L�P�H���G�X�H���W�R���W�K�H���H�I�I�H�F�W���R�I���³�S�D�W�K���G�H�S�H�Q�G�H�Q�F�\�´���D�Q�G���F�R�P�S�R�X�Q�G�L�Q�J���R�I���W�K�H��Daily 
returns of the Underlying Stock. As such, the performance of the Product is not two times inversely 
correlated to the performance of the Underlying Stock over a certain period of time. Please refer to 
�W�K�H���V�H�F�W�L�R�Q���³�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\�´���D�E�R�Y�H�� 

Investors should exercise caution when holding the Product for longer than the rebalancing interval, 
i.e. one Business Day. The performance of the Product, when held overnight, may deviate from the 
inverse performance of the Underlying Stock. 

Investment in Other Funds Risk  

As part of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\�����W�K�H���0�D�Q�D�J�H�U��may invest in other active or passive 
investment products. The Product will be exposed to the risk of investing in another management 
�F�R�P�S�D�Q�\�¶�V���I�X�Q�G�V���Z�L�W�K���D�O�O���W�K�H���U�H�O�D�W�H�G���U�L�V�N�V���Z�K�L�F�K���D�W�W�D�F�K���W�R��listed or unlisted funds generally.  In 
particular, as an investor in such funds, the Product will ultimately bear the fees and expenses of 
the underlying funds including management fees charged by the underlying management 
company. These charges will be in addition to the fees payable by the Product to the Manager. 

If the Product invests in other active or passive investment products managed by the Manager or 
Connected Person of the Manager, all initial charges and redemption charges on these listed or 
unlisted funds must be waived, and the Manager must not obtain rebate of any fees or charges 
levied by these funds or any quantifiable monetary benefits in connection with investments in these 
funds. In addition, where an underlying fund is managed by the Manager, all management and 
performance fees charged by the underlying fund will be waived for the Product. In case any 
conflicts of interest may still arise out of such investments, the Manager will use its best endeavours 
to resolve it fairly. 

Short -term Fixed Income Securities (including money market instruments) Risks  
 
Short-term fixed income securities risk  
 



   
 

The Product may invest in fixed income securities which are short-term or with short-term remaining 
maturities. It means the turnover rates of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���P�D�\���E�H���U�H�O�D�W�L�Y�H�O�\���K�L�J�K���D�Q�G���W�K�H��
transaction costs incurred as a result of the purchase or sale of such securities may increase which 
in turn may have a negative impact on the net asset value of the Product. 
 
Credit risk  
 
The Product is exposed to the credit/insolvency risk of issuers/guarantors of the fixed income and 
debt securities in which the Product may invest.  
 
Interest rate risk  
 
The Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�Q���I�L�[�H�G���L�Q�F�R�P�H���V�H�F�X�U�L�W�L�H�V���D�U�H���V�X�E�M�H�F�W���W�R���L�Q�W�H�U�H�V�W���U�D�W�H���U�L�V�N�����*�H�Q�H�U�D�O�O�\�����W�K�H��
prices of fixed income and debt securities rise when interest rates fall, whilst their prices fall when 
interest rates rise.  
 
Credit rating risk  
 
Credit ratings assigned by rating agencies are subject to limitations and do not guarantee the 
creditworthiness of the fixed income securities and/or the issuers/guarantors at all times. 
 
Credit rating downgrading risk  
 
In the event of a credit rating downgrading of the fixed income securities (or the issuers thereof) 
held by the Product, the Product�¶�V�� �Y�D�O�X�H�� �P�D�\�� �E�H�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�H�G�� �D�Q�G�� �L�Q�Y�H�V�W�R�U�V�� �P�D�\�� �V�X�I�I�H�U�� �D��
substantial loss as a result. The Manager may or may not be able to dispose of the fixed income 
instruments that are being downgraded. 
 
Sovereign debt risks  
 
Investment in sovereign debt obligations issued or guaranteed by governments may be exposed to 
political, social and economic risks. In adverse situations, the sovereign issuers/guarantors may 
not be able or willing to repay the principal and/or interest when due or may request the Product to 
participate in restructuring such debts. The Product may suffer significant losses when there is a 
default of sovereign debt issuers/guarantors.  
 
Passive Investments Risk  

�7�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���³�D�F�W�L�Y�H�O�\���P�D�Q�D�J�H�G�´���D�Q�G�����X�Q�G�H�U���Q�R�U�P�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V�����W�K�H���0�D�Q�D�J�H�U���Z�L�O�O��
not adopt any temporary defensive position when the price of the Underlying Stock moves in an 
unfavourable direction. In such circumstances, Units of the Product will also decrease in value. 
Under extreme market circumstances, the Manager will adopt temporary defensive position for 
protection of the Product.  

Trading Difference Risks  

Premiums or discounts to the Net Asset Value may arise when the Product and its Underlying Stock 
trade on exchanges that are in different time zones. As the exchange of the Underlying Stock may 
be open when the Units are not priced, the value of the Produc�W�¶�V���S�R�U�W�I�R�O�L�R���P�D�\���F�K�D�Q�J�H���R�Q���G�D�\�V��
when investors will not be able to purchase or sell Units. On the other hand, if the exchange of the 
Underlying Stock is closed while the SEHK is open, this may affect the level of premium or discount 
of the trading price of the Product to its Net Asset Value. Volatility on the SEHK, as well as supply 
and demand for Units traded on the SEHK, may lead to the Units of the relevant Product trading at 
a premium or discount to the Net Asset Value. In case the trading of the Underlying Stock is 
suspended, the Product may encounter a higher level of premium or discount of the trading price 
of the Product to its Net Asset Value. The trading price of the Units may deviate significantly from 



   
 

Net Asset Value, particularly during volatile market conditions. 

Distributions Out Of or Effectively Out Of Capital Risk    

The Manager may, at its discretion make distributions out of capital. The Manager may also, at its 
discretion, make distributions out of gross income while all or part of the fees and expenses of a 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of the capital. Payment of distributions out of capital or effectively out of capital 
amo�X�Q�W�V���W�R���D���U�H�W�X�U�Q���R�U���Z�L�W�K�G�U�D�Z�D�O���R�I�� �S�D�U�W���R�I�� �D�Q���L�Q�Y�H�V�W�R�U�¶�V���R�U�L�J�L�Q�D�O���L�Q�Y�H�V�W�P�H�Q�W���R�U���I�U�R�P���D�Q�\���F�D�S�L�W�D�O��
gains attributable to that original investment. Any distributions involving payment of distributions out 
�R�I���R�U���H�I�I�H�F�W�L�Y�H�O�\���R�X�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���F�D�S�L�W�D�O���P�D�\���U�H�V�Xlt in an immediate reduction of the Net Asset 
�9�D�O�X�H���S�H�U���8�Q�L�W�����7�K�H���0�D�Q�D�J�H�U���P�D�\���D�P�H�Q�G���L�W�V���G�L�V�W�U�L�E�X�W�L�R�Q���S�R�O�L�F�\���V�X�E�M�H�F�W���W�R���W�K�H���6�)�&�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O��
�D�Q�G���E�\���J�L�Y�L�Q�J���Q�R�W���O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�� 

Proprietary Investment / Seed Money Risk  

The assets under management at any time during the life of the Product may include proprietary 
�P�R�Q�H�\�����R�U���³�V�H�H�G���P�R�Q�H�\�´�����L�Q�Y�H�V�W�H�G���E�\���R�Q�H���R�U���P�R�U�H���L�Q�W�H�U�H�V�W�H�G���S�D�U�W�L�H�V�����V�X�F�K���D�V���S�D�U�W�L�F�L�S�D�W�L�Q�J���G�H�D�O�H�U�V����
and such investment may constitute a significant portion of such assets under management. 
Investors should be aware that such an interested party may (i) hedge any of its investments in 
whole or part, thereby reducing or removing its exposure to the performance of the Product; and (ii) 
redeem its investment in the Product at any time, without notice to Unitholders. Such an interested 
party is under no obligation to take the interests of other Unitholders into account when making its 
investment decisions. There is no assurance that any such monies will continue to be invested in 
the Product by an interested party for any particular length of time. As many of the expenses of the 
Product are fixed, a higher amount of assets under management may reduce the expenses of the 
Product per Unit and a lower amount of assets under management may increase the expenses of 
the Product per Unit. As with any other redemption representing a material portion of the Product's 
assets under management, a significant redemption of any such proprietary investment may affect 
the management and/or performance of the Product and may, in certain circumstances (i) cause 
�U�H�P�D�L�Q�L�Q�J�� �L�Q�Y�H�V�W�R�U�V�¶�� �K�R�O�G�L�Q�J�V�� �W�R�� �U�H�S�U�H�V�H�Q�W�� �D�� �K�L�J�K�H�U�� �S�H�U�F�H�Q�W�D�J�H�� �R�I�� �W�K�H�� �1�H�W�� �$�V�V�H�W�� �9�D�O�X�H�� �R�I�� �W�K�H��
Product, (ii) cause other investors in the Product to redeem their investment, and/or (iii) lead the 
Manager, with the consultation of the Trustee, to determine that the Product, has become 
unmanageable and to consider taking exceptional measures, such as terminating the Product, in 
�D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �7�U�X�V�W�� �'�H�H�G���� �L�Q�� �Z�K�L�F�K�� �F�D�V�H�� �8�Q�L�W�K�R�O�G�H�U�V�¶�� �L�Q�Y�H�V�W�P�H�Q�W�V�� �Z�R�X�O�G�� �E�H�� �U�H�G�H�H�P�H�G�� �L�Q��
their entirety. 

Dual  Counter Trading R isks  

Dual Counter risk 

Investors without USD accounts may buy and sell HKD traded Units only. Such investors will not 
be able to buy or sell USD traded Units and should note that distributions are made in USD only. 

Inter-counter trading risk 

Although an investor may buy from one counter and sell the same on the other counter in the same 
day, it is possible that some brokers/intermediaries and Participants may not be familiar with and 
may not be able to (i) buy Units in one counter and to sell Units in the other, or (ii) trade Units in the 
USD counter and the HKD counter at the same time. In such case (i) to (ii), another broker, 
intermediary or Participant may need to be used. This may inhibit or delay dealing in the USD traded 
Units and HKD traded Units and may mean investors may only be able to trade their Units in one 
currency. Investors are recommended to check the readiness of their brokers/intermediaries in 
respect of the Dual Counter trading and inter-counter trading. 

Investors should therefore consult their brokers/intermediaries on the services that the 
brokers/intermediaries may provide in this regard along with the associated risks and fees. In 



   
 

particular, some brokers/intermediaries may not have in place systems and controls to facilitate 
inter-counter trading and/or inter-counter day trades. 

Difference in trading prices risk  

There is a risk that due to different factors such as market liquidity, market supply and demand in 
the respective counters and the exchange rate among USD and HKD, the market price on the 
SEHK of Units traded in USD may deviate significantly from the market price on the SEHK of Units 
traded in HKD. The trading price of USD traded Units or HKD traded Units is determined by market 
forces and so will not be the same as the trading price of Units multiplied by the prevailing rate of 
foreign exchange. Accordingly, when selling Units traded in USD or buying Units traded in USD, an 
investor may receive less or pay more than the equivalent amount in HKD if the trade of the relevant 
Units is in HKD and vice versa. There can be no assurance that the price of Units in each counter 
will be equivalent. 

Currency exchange risk  

Investors who bought Units on the HKD counter may be subject to currency exchange risk as the 
assets of the Product are denominated in USD and the Net Asset Value of the Product will be 
calculated in USD. 

USD Distributions Risk   

Investors should note that where a Unitholder holds Units traded under the HKD counter, the 
relevant Unitholder will only receive distributions in USD and not HKD. In the event the relevant 
Unitholder has no USD account, the Unitholder may have to bear the fees and charges associated 
with the conversion of such dividend from USD into HKD or any other currency. Unitholders are 
advised to check with their brokers concerning arrangements for distributions. 

Appendix dated 10 June 2026  
 



 
 
 

APPENDIX 18: CSOP MICROSTRATEGY DAILY (2X) LEVERAGED PRODUCT  

 
Key Information  

Set out below is a summary of key information in respect of the CSOP MicroStrategy Daily (2x) 
Leveraged Product ���W�K�H���³�3�U�R�G�X�F�W�´�����Z�K�L�F�K���V�K�R�X�O�G���E�H���U�H�D�G���W�R�J�H�W�K�H�U���Z�L�W�K���W�K�H���I�X�O�O���W�H�[�W���R�I���W�K�L�V���$�S�S�H�Q�G�L�[��
and the Prospectus. 

Investment Objective  

To provide investment results that, before fees and 

expenses, closely correspond to twice (2x) the Daily 

performance of the common stock of MicroStrategy 

Incorporated (NASDAQ: MSTR). 

Underlying Stock  MicroStrategy Incorporated (NASDAQ: MSTR) 

Initial Offer Period  

9:00 a.m. (Hong Kong time) of 19 March 2025 to 4:30 

p.m. (Hong Kong time) of 20 March 2025, or such other 

date as the Manager may determine  

Initial Issue Date  
21 March 2025, or such other date as the Manager may 

determine  

Issue Price during the Initial 

Offer Period  
USD10 

Listing Date (SEHK)  
Expected to be 24 March 2025, but may be postponed 

by the Manager to a date no later than 24 April 2025  

Exchange Listing  SEHK �± Main Board 

Stock Code  
USD Counter: 9799 

HKD Counter: 7799 

Short Stock Name  
USD Counter: XL2CSOPMSTR-U 

HKD Counter: XL2CSOPMSTR 

Trading Board Lot Size  
USD Counter: 10 Units 

HKD Counter: 10 Units 

Base Currency  USD 

Trading Currenc ies  
USD Counter: US Dollars (USD) 

HKD Counter: Hong Kong Dollars (HKD) 

Distribution Policy  
The Manager intends to distribute income to 
Unitholders annually (in December) having regard to 
the Product�¶s net income after fees and costs.  



 
 
 

Further, the Manager may, at its discretion, pay 
distributions out of capital or out of gross income while 
all or part of the fees and expenses are charged to 
capital, resulting in an increase in distributable income 
for the payment of distributions and therefore, 
distributions may be paid effectively out of capital. 
There is no guarantee of any regular distribution. 

All Units will receive distributions in the base currency 
(USD) only. 

Creation/Redemption Policy  Cash (USD) only 

Application Unit Size (only by or 

through Participating Dealers)  
Minimum 50,000 Units (or multiples thereof) 

Dealing Deadline  

5:30 p.m. (Hong Kong time) on the relevant Dealing 

Day, or such other time as the Manager (with the 

approval of the Trustee) may determine  

Management Fee  Currently 1.6% per year of the Net Asset Value  

Financial Year End  

31 December (The first financial year-end of the Product 

will be 31 December 2025. The first audited accounts 

and the first semi-annual unaudited interim reports of the 

Product will be for the period ending 31 December 2025 

and 30 June 2026 respectively.)  

Website  https://www.csopasset.com/en/products/hk-mstr-2l 

 
What is the Investment Objective?  

The investment objective of the Product is to provide investment results that, before fees and 
expenses, closely correspond to twice (2x) the Daily performance of the common stock of 
MicroStrategy Incorporated (NASDAQ: MSTR) ���W�K�H���³Underlying Stock �´��.  The Product does not 
seek to achieve its stated investment objective over a period of time greater than one day . 

What is the Investment Strategy?   

The Product seeks to achieve its investment objective by using a Swap-based synthetic replication 
strategy as discussed below. 

The investment strategy of the Product is subject to the investment and borrowing restrictions set 
out in Part 1 of this Prospectus. 

�6�Z�D�S���E�D�V�H�G���V�\�Q�W�K�H�W�L�F���U�H�S�O�L�F�D�W�L�R�Q���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\ 

�6�\�Q�W�K�H�W�L�F���5�H�S�O�L�F�D�W�L�R�Q���X�V�L�Q�J���6�Z�D�S 

The Product will enter into more than one partially-funded Swaps (which are over-the counter 
financial derivative instruments entered into with more than one Swap Counterparties) whereby the 
Product will provide a portion of the net proceeds from subscription from the issue of the Units as 
�L�Q�L�W�L�D�O�� �P�D�U�J�L�Q�� ���³Initial Amount �´���� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�L�H�V�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��
appointed by the Trustee in segregated accounts and will only be transferred to the Swap 

 

https://www.csopasset.com/en/products/hk-mstr-2l


 
 
 

Counterparties when the Product defaults and in return the Swap Counterparties will provide the 
Product with an exposure to the Underlying Stock (net of transaction costs). 

Initial Amount 

No more than 80% of the Net Asset Value of the Product from time to time will be used as Initial 
Amount by way of cash and listed units of money market funds authorised by the SFC to acquire 
the Swaps. 

�8�Q�G�H�U�� �H�[�F�H�S�W�L�R�Q�D�O�� �F�L�U�F�X�P�V�W�D�Q�F�H�V�� ���H���J���� �L�Q�F�U�H�D�V�H�G��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\�� �L�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �W�X�U�E�X�O�H�Q�F�H������ �W�K�H��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �P�D�\�� �L�Q�F�U�H�D�V�H��
�V�X�E�V�W�D�Q�W�L�D�O�O�\���� �7�K�H�� �,�Q�L�W�L�D�O���$�P�R�X�Q�W�� �Z�L�O�O�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�X�V�W�R�G�L�D�Q�� �D�S�S�R�L�Q�W�H�G�� �E�\�� �W�K�H��
�7�U�X�V�W�H�H�� �Z�K�R�� �Z�L�O�O�� �K�R�O�G�� �W�K�H�� �D�P�R�X�Q�W�� �I�R�U�� �W�K�H�� �3�U�R�G�X�F�W�� �L�Q�� �G�H�V�L�J�Q�D�W�H�G�� �D�F�F�R�X�Q�W�V���� �D�Q�G�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���K�D�Y�H���D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���R�Y�H�U���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W�����D�Q�G���W�K�H���U�H�O�H�Y�D�Q�W���D�F�F�R�X�Q�W�V�����X�S�R�Q��
�V�X�F�K���W�U�D�Q�V�I�H�U�����7�K�H�U�H���L�V���Q�R���W�U�D�Q�V�I�H�U���R�I���O�H�J�D�O���W�L�W�O�H�����D�Q�G���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�P�D�L�Q�V���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�����E�X�W��
�D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���Z�L�O�O���E�H���F�U�H�D�W�H�G���W�K�H�U�H�X�S�R�Q���L�Q���I�D�Y�R�X�U���R�I���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���� 

Other investments 

�1�R�W���O�H�V�V���W�K�D�Q�����������R�I���W�K�H���1�H�W���$�V�V�H�W���9�D�O�X�H�����W�K�L�V���S�H�U�F�H�Q�W�D�J�H���P�D�\���E�H���U�H�G�X�F�H�G���S�U�R�S�R�U�W�L�R�Q�D�W�H�O�\���X�Q�G�H�U��
�H�[�F�H�S�W�L�R�Q�D�O���F�L�U�F�X�P�V�W�D�Q�F�H�V���Z�K�H�U�H���W�K�H�U�H���L�V���D���K�L�J�K�H�U���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�T�X�L�U�H�P�H�Q�W�����D�V���G�H�V�F�U�L�E�H�G���D�E�R�Y�H����
�Z�L�O�O���E�H���L�Q�Y�H�V�W�H�G���L�Q���F�D�V�K�����+�.�'���R�U���8�6�'�����D�Q�G���R�W�K�H�U���+�.�'���R�U���8�6�'���G�H�Q�R�P�L�Q�D�W�H�G���L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V����
�V�X�F�K���D�V���G�H�S�R�V�L�W�V���Z�L�W�K���E�D�Q�N�V���L�Q���+�R�Q�J���.�R�Q�J���D�Q�G���+�.�'���R�U���8�6�'���G�H�Q�R�P�L�Q�D�W�H�G���V�K�R�U�W���W�H�U�P�����L���H�����P�D�W�X�U�L�W�\��
�O�H�V�V�� �W�K�D�Q�� ���� �\�H�D�U�V���� �L�Q�Y�H�V�W�P�H�Q�W���J�U�D�G�H�� �E�R�Q�G�V�� �D�Q�G�� �P�R�Q�H�\�� �P�D�U�N�H�W�� �I�X�Q�G�V�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H��
�U�H�T�X�L�U�H�P�H�Q�W�V�� �R�I�� �W�K�H�� �&�R�G�H���� �<�L�H�O�G�� �L�Q�� �+�.�'�� �R�U�� �8�6�'�� ���D�V�� �W�K�H�� �F�D�V�H�� �P�D�\�� �E�H���� �I�U�R�P�� �V�X�F�K�� �F�D�V�K�� �D�Q�G��
�L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V���Z�L�O�O���E�H���X�V�H�G���W�R���P�H�H�W���W�K�H���3�U�R�G�X�F�W�¶�V���I�H�H�V���D�Q�G���H�[�S�H�Q�V�H�V���D�Q�G���D�I�W�H�U���G�H�G�X�F�W�L�R�Q���R�I��
�V�X�F�K�� �I�H�H�V�� �D�Q�G�� �H�[�S�H�Q�V�H�V�����W�K�H�� �U�H�P�D�L�Q�G�H�U�� �Z�L�O�O�� �E�H�� �G�L�V�W�U�L�E�X�W�H�G�� �E�\�� �W�K�H�� �0�D�Q�D�J�H�U�� �W�R�� �W�K�H�� �8�Q�L�W�K�R�O�G�H�U�V�� �L�Q��
�8�6�'���� 

No more than 10% of the Net Asset Value may be invested in the Underlying Stock of the Product.  

No more than 10% of the Net Asset Value may be invested in collective investment schemes which 
may be eligible schemes (as defined by the SFC) or authorised by the SFC in accordance with all 
the applicable requirements of the Code. For the avoidance of dou�E�W�����W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���L�Q��
the money market funds mentioned in the preceding paragraph is not subject to this limit. Any 
investment in ETFs will be considered and treated as collective investment schemes for the 
purposes of and subject to the requirements in 7.11A and 7.11B of the Code.  

For the avoidance of doubt, the Product will not invest in collective investment schemes which are 
non-eligible schemes and not authorised by the SFC. 

All investments of the Product other than Swaps will comply with 7.36 to 7.38 of the Code. The 
Manager has no current intention to enter into any securities lending, repurchase and reverse 
repurchase or similar transaction in respect of the Product.  

Collateral 

Counterparty Exposure 

Collateral arrangements will be taken in relation to these derivative transactions with a view that 
the percentage of the counterparty risk exposure (expressed as a percentage of net assets) is 
reduced to zero. 
 
To collateralise the mark-to-market exposure under the relevant Swap, additional amounts will 
be transferred as variation margin (either by the Product to the Swap Counterparty or vice versa) 
on each business day during the Swap transaction.  Such variation margin will be transferred by 
way of title transfer, or by way of a security interest with a right of use (analogous to title transfer) 
granted thereon. During this process, the Manager will manage the Product to ensure that the 
collateral held by the Pr�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\��
risk exposure and be maintained, marked-to-market on a daily basis, with a view to ensuring that 



 
 
 

there is no uncollateralised counterparty risk exposure at the end of a trading day (subject to 
intra-day price movements, market risk and settlement risk etc.). If the collateral held by the 
�3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I��
any trading day T, by the end of that trading day T, the Manager will generally require that each 
Swap Counterparty deliver additional collateral assets (i.e. variation margin) to make up for the 
difference in value, with the settlement of such delivery expected to occur on or before trading 
day T+2. 
 
Each Swap Counterparty will deliver collateral with a view to reduce the net exposure of the 
Product to each counterparty to 0% (zero per cent), although a minimum transfer amount of up 
to USD250,000 (or currency equivalent) will be applicable. 
 
Diagrammatic Illustration of Synthetic Replication Strategy 
 
Please see below a diagram illustrating the operation of the swap-based synthetic replication 
investment strategy above: 
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Swap Transaction 
 
Each Swap is documented by a confirmation which supplements, forms part of and is governed 
by a 2002 ISDA Master Agreement with schedule thereto (together with an ISDA Credit Support 
Annex and/or ISDA Credit Support Deed in respect thereof), in each case, entered into by the 
Trustee on behalf of the Product and the Swap Counterparty. ISDA documentation is published 
by the International Swaps and Derivatives Association, Inc. 
 
Prior to commencing any transaction with a Swap Counterparty under a Swap, the Manager has 
obtained (if such Swap Counterparty is an existing swap counterparty) or will obtain (if such Swap 
Counterparty is a new swap counterparty) legal opinions or such other confirmations or 
assurances from the Swap Counterparties reasonably acceptable to the Product, confirming that 
(a) such Swap Counterparty has the capacity and authority to enter into the relevant Swap and 
(b) the obligations expressed to be assumed by such Swap Counterparty under the relevant Swap 
constitute legal, valid, binding obligations of the Swap Counterparty enforceable against it in 
accordance with their terms. The enforceability of the termination, bilateral close-out netting and 
multibranch netting provisions in the 2002 ISDA Master Agreement in the relevant jurisdictions in 
which enforcement action may be brought is covered by standard netting opinions commissioned 

�6�Z�D�S�� 
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�&�X�V�W�R�G�L�D�Q���K�R�O�G�V���W�K�H��
�F�R�O�O�D�W�H�U�D�O���R�Q���E�H�K�D�O�I���R�I��

�W�K�H���3�U�R�G�X�F�W�
 

�� 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\ �3�U�R�G�X�F�W 
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�W�R���W�Z�L�F�H�������[�����W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J��

�6�W�R�F�N�����Q�H�W���R�I���W�U�D�Q�V�D�F�W�L�R�Q���F�R�V�W�V�� 
 

�7�K�H�� �3�U�R�G�X�F�W�� �S�U�R�Y�L�G�H�V�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�H��

�,�Q�L�W�L�D�O�� �$�P�R�X�Q�W�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��

�D�S�S�R�L�Q�W�H�G���E�\���W�K�H���7�U�X�V�W�H�H���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���D�Q�G��

�Z�L�O�O�� �R�Q�O�\�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\��
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�E�\���,�6�'�$�����,�Q���U�H�V�S�H�F�W���R�I���H�D�F�K���6�Z�D�S�����Q�R�Q�H���R�I���W�K�H���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U���W�K�H���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´��
contained in the 2002 ISDA Master Agreement has been disapplied in respect of the relevant 
Swap Counterparty (although some of them have been amended to reflect the nature of the Swap 
�&�R�X�Q�W�H�U�S�D�U�W�\�����W�K�H���7�U�X�V�W�H�H���D�Q�G���W�K�H���3�U�R�G�X�F�W���D�Q�G���F�H�U�W�D�L�Q���³�$�G�G�L�W�L�R�Q�D�O���7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´���K�D�Y�H���D�O�V�R��
been inserted in respect of the Trustee and the Product). The Trustee (on behalf of the Product) 
has the right, in the event of insolvency �R�U���W�K�H���R�F�F�X�U�U�H�Q�F�H���R�I���F�H�U�W�D�L�Q���R�W�K�H�U���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U��
�³�7�H�U�P�L�Q�D�W�L�R�Q�� �(�Y�H�Q�W�V�´�� �R�I�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�D�W�� �D�U�H�� �F�R�Q�W�L�Q�X�L�Q�J�� �D�W�� �W�K�H�� �U�H�O�H�Y�D�Q�W�� �W�L�P�H���� �W�R��
terminate the Swap on behalf of the Product at any time (such termination may take effect 
immediately) and without any approval from the Swap Counterparty. 
 
The actual termination events vary according to the negotiation between the Manager and each 
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����7�K�H���I�R�O�O�R�Z�L�Q�J�V���D�U�H���V�R�P�H���H�[�D�P�S�O�H�V���R�I���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´�� 

 
(a) decline in the Net Asset Value of the Product to a prescribed triggering level;  

  
(b) illegality of other similar events which affects the ability of the Swap Counterparty or the 

Product to perform its obligations under the Swap agreement; 
 

(c) change of Manager or Trustee; and 
 

(d) termination of the Product.  
 
Criteria for Selection of Swap Counterparty  
 
In selecting a Swap Counterparty (or a replacement Swap Counterparty), the Manager will have 
regard to a number of criteria, including but not limited to the fact that the prospective Swap 
Counterparty or its guarantor is a substantial financial institution (as defined under the Code) 
subject to an on-going prudential and regulatory supervision,��or such other entity acceptable to 
the SFC under the Code. The Manager may also impose such other selection criteria as it 
considers appropriate. A Swap Counterparty must be independent of the Manager.  
 
As at the date of this Prospectus, the Swap Counterparties to the Product and their guarantors 
(where relevant) are:  
 
Swap Counterparty  Place of incorporation of 

the Swap Counterparty  
�6�W�D�Q�G�D�U�G�� �	�� �3�R�R�U�¶�V�� �F�U�H�G�L�W��
rating  

J.P.Morgan Securities PLC United Kingdom �$�$�� 

Societe Generale France A 

Citigroup Global Markets Limited United Kingdom A+ 

 
The Manager will publish, inter alia, the latest list of the identity of the Swap Counterparty of the 
�3�U�R�G�X�F�W�����D�V���Z�H�O�O���D�V���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���D�Q�G���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���V�X�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����R�Q��
�W�K�H���0�D�Q�D�J�H�U�¶�V���Z�H�E�V�L�W�H���D�W��https://www.csopasset.com/en/products/hk-mstr-2l (which has not been 
reviewed by the SFC). 

Collateral Arrangements 

The Manager seeks the provision of collateral to mitigate potential counterparty risks, with a view 
to ensuring that there is no uncollateralized counterparty risk exposure subject to the minimum 
�W�U�D�Q�V�I�H�U���D�P�R�X�Q�W�V���G�H�V�F�U�L�E�H�G���L�Q���W�K�H���V�H�F�W�L�R�Q���K�H�D�G�H�G���³�&�R�X�Q�W�H�U�S�D�U�W�\���(�[�S�R�V�X�U�H�´���D�E�R�Y�H�����7�K�H���F�R�O�O�D�W�H�U�D�O��
�K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���V�K�R�X�O�G���U�H�S�U�H�V�H�Q�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��

https://www.csopasset.com/en/products/hk-mstr-2l


 
 
 

exposure towards the Swap Counterparties, with the value of the collateral marked to market by 
the end of each trading day. Where collateral taken is in the nature of cash and/or government 
bonds, the market value of such cash and/or government bond collateral should represent at least 
100% of the related gross counterparty risk exposure towards the Swap Counterparties.  
 
Collateral may take such form as the Manager considers appropriate, and currently it is in the 
form of bonds and/or cash. If a Swap Counterparty becomes insolvent, or if a Swap Counterparty 
fails to pay any sum payable under the Swap when due and after a demand has been made, or 
if other events of default specified in the relevant swap agreement occur, the Product, subject to 
the terms of the swap agreement, shall be entitled to enforce the relevant collateral and obtain 
full title thereof. In such instance�V�����W�K�H���3�U�R�G�X�F�W�¶�V���R�E�O�L�J�D�W�L�R�Q�V���W�R���U�H�W�X�U�Q���W�K�H���F�R�O�O�D�W�H�U�D�O���Z�L�O�O���E�H���R�I�I�V�H�W��
�D�J�D�L�Q�V�W���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���R�E�O�L�J�D�W�L�R�Q���W�R���S�D�\���X�Q�G�H�U���W�K�H���V�Z�D�S���D�J�U�H�H�P�H�Q�W���� 
 
The Manager has adopted measures to monitor the eligibility criteria and valuation of collateral 
provided to the Product on an ongoing basis.  
 
Collaterals taken by the Product shall comply with all applicable requirements under the Code, 
including Chapter 8.8(e) of the Code as supplemented by such other guidance from the SFC from 
time to time.  
 
The following criteria will be observed when accepting assets as collaterals for the Product: 
liquidity, daily valuation, credit quality, price volatility, diversification, correlation, management of 
operational and legal risks, enforceability, not being availability for secondary recourse and 
involving no structured product. Only cash collateral will be reinvested in accordance with the 
collateral policy set out in Part 1 of this Prospectus.   
 
The details of the collateral requirements required under the Code and the collateral policy of the 
Trust and the Product are set out in Part 1 of this Prospectus. 
 
Collateral provided to the Product must be held by the Trustee or any custodian duly appointed 
by the Trustee.  
 
�'�H�W�D�L�O�V�� �R�I�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �P�D�Q�D�J�H�P�H�Q�W�� �S�R�O�L�F�\�� �F�D�Q�� �E�H�� �I�R�X�Q�G�� �D�W�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H���D�W��
�K�W�W�S�V�������Z�Z�Z���F�V�R�S�D�V�V�H�W���F�R�P���H�Q���S�U�R�G�X�F�W�V���K�N���P�V�W�U�����O�����Z�K�L�F�K���K�D�V���Q�R�W���E�H�H�Q���U�H�Y�L�H�Z�H�G���E�\���W�K�H���6�)�&��.  
 
�7�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���G�H�U�L�Y�D�W�L�Y�H���H�[�S�R�V�X�U�H���P�D�\���E�H���P�R�U�H���W�K�D�Q�������������R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H�� 

The Product's net derivative exposure to financial derivative instruments will not exceed 202% of 
its Net Asset Value (i) at the time of Daily rebalancing of the Product, (ii) between Daily rebalancing, 
unless due to market movements. 

Swap Fees 

�7�K�H���3�U�R�G�X�F�W���Z�L�O�O���E�H�D�U���W�K�H���V�Z�D�S���I�H�H�V�����Z�K�L�F�K���L�Q�F�O�X�G�H�V���D�O�O���F�R�V�W�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���6�Z�D�S���W�U�D�Q�V�D�F�W�L�R�Q�V��
�D�Q�G���D�U�H���V�X�E�M�H�F�W���W�R���W�K�H���G�L�V�F�X�V�V�L�R�Q���D�Q�G���F�R�Q�V�H�Q�V�X�V���E�H�W�Z�H�H�Q���W�K�H���0�D�Q�D�J�H�U���D�Q�G���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\��
�E�D�V�H�G���R�Q���W�K�H���D�F�W�X�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V���R�Q���D���F�D�V�H���E�\���F�D�V�H���E�D�V�L�V�����7�K�H���V�Z�D�S���I�H�H�V���U�H�S�U�H�V�H�Q�W���D��
�Y�D�U�L�D�E�O�H�� �V�S�U�H�D�G�� ���Z�K�L�F�K�� �F�D�Q�� �E�H�� �S�R�V�L�W�L�Y�H�� �R�U�� �Q�H�J�D�W�L�Y�H���� �S�O�X�V���6�2�)�5���Z�K�L�F�K�� �U�H�I�O�H�F�W�V���W�K�H�� �E�U�R�N�H�U�D�J�H��
�F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �L�Q�� �R�U�G�H�U�� �W�R��
�S�U�R�Y�L�G�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���W�Z�R���W�L�P�H�V���O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���� 

�,�I���W�K�H���V�Z�D�S���I�H�H�����6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���S�R�V�L�W�L�Y�H���I�L�J�X�U�H�����W�K�H�Q���L�W���Z�L�O�O���E�H���E�R�U�Q�H���E�\���W�K�H���3�U�R�G�X�F�W���D�Q�G���P�D�\��
�K�D�Y�H���D�Q���D�G�Y�H�U�V�H���L�P�S�D�F�W���R�Q���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H���D�Q�G���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����D�Q�G���P�D�\���U�H�V�X�O�W��
�L�Q�� �D�� �Q�H�J�D�W�L�Y�H�� �L�P�S�D�F�W�� �R�Q�� �W�K�H�� �W�U�D�F�N�L�Q�J�� �G�L�I�I�H�U�H�Q�F�H�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W���� �2�Q�� �W�K�H�� �F�R�Q�W�U�D�U�\���� �L�I�� �W�K�H�� �V�Z�D�S�� �I�H�H��
���6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���Q�H�J�D�W�L�Y�H���I�L�J�X�U�H�����W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���S�D�\���W�K�H���V�Z�D�S���I�H�H���W�R���W�K�H���3�U�R�G�X�F�W��
�D�Q�G���P�D�\���O�H�D�G���W�R���D���S�R�V�L�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���W�U�D�F�N�L�Q�J���G�L�I�I�H�U�H�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����F�X�U�U�H�Q�W�O�\���W�K�H���V�Z�D�S���I�H�H�V��
�D�U�H���H�[�S�H�F�W�H�G���W�R���U�D�Q�J�H���I�U�R�P�������������� �W�R������ ���������� �S�H�U���D�Q�Q�X�P���R�I�� �W�K�H���6�Z�D�S���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W�����L���H�����I�U�R�P��
�������������W�R������ �����������S�H�U���D�Q�Q�X�P���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����7�K�L�V���L�V���D���E�H�V�W���H�V�W�L�P�D�W�H���R�Q�O�\���D�Q�G���P�D�\��
�G�H�Y�L�D�W�H�� �I�U�R�P�� �W�K�H�� �D�F�W�X�D�O�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V������ �,�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V�� �D�Q�G�� �H�[�F�H�S�W�L�R�Q�D�O��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���� �W�K�H�� �E�U�R�N�H�U�D�J�H�� �F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I���I�L�Q�D�Q�F�L�Q�J�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���K�H�G�J�H���P�D�\���L�Q�F�U�H�D�V�H���V�L�J�Q�L�I�L�F�D�Q�W�O�\���D�Q�G���L�Q���U�H�W�X�U�Q���L�Q�F�U�H�D�V�H���W�K�H���V�Z�D�S���I�H�H�V�����:�K�H�Q���W�K�H���D�F�W�X�D�O��
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�V�Z�D�S�� �I�H�H�� �O�H�Y�H�O�� �H�[�F�H�H�G�V���W�K�H�� �G�L�V�F�O�R�V�H�G�� �O�H�Y�H�O���� �W�K�H�� �0�D�Q�D�J�H�U�� �Z�L�O�O�� �L�V�V�X�H�� �Q�R�W�L�F�H�� �W�R�� �W�K�H���L�Q�Y�H�V�W�R�U�V�����7�K�H��
�3�U�R�G�X�F�W�� �V�K�D�O�O�� �E�H�D�U�� �W�K�H�� �V�Z�D�S�� �I�H�H�V�� ���L�Q�F�O�X�G�L�Q�J�� �D�Q�\�� �F�R�V�W�V�� �D�V�V�R�F�L�D�W�H�G�� �Z�L�W�K�� �W�K�H�� �H�Q�W�H�U�L�Q�J�� �L�Q�W�R���� �R�U��
�X�Q�Z�L�Q�G�L�Q�J�� �R�U�� �P�D�L�Q�W�H�Q�D�Q�F�H�� �R�I���� �D�Q�\�� �K�H�G�J�L�Q�J�� �D�U�U�D�Q�J�H�P�H�Q�W�V�� �L�Q���U�H�V�S�H�F�W���R�I�� �V�X�F�K�� �6�Z�D�S�V�������6�Z�D�S�� �I�H�H�V��
�D�U�H�� �D�F�F�U�X�H�G�� �G�D�L�O�\�� �D�Q�G�� �V�S�U�H�D�G�� �R�X�W�� �R�Y�H�U�� �W�K�H�� �P�R�Q�W�K�����7�K�H�� �P�D�[�L�P�X�P�� �X�Q�Z�L�Q�G�L�Q�J�� �I�H�H�� �S�D�\�D�E�O�H�� �E�\�� �W�K�H��
�3�U�R�G�X�F�W���L�V�������E�S�V���S�H�U���W�U�D�Q�V�D�F�W�L�R�Q���R�Q���W�K�H���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W���R�I���W�K�H���6�Z�D�S���X�Q�Z�R�X�Q�G�� 

The Manager will disclose the swap fees in the semi-annual and annual financial reports of the 
Product. The swap fees will be borne by the Product and hence may have an adverse impact on 
the Net Asset Value and the performance of the Product, and may result in higher tracking error.  

Daily rebalancing of the Product  

The Product will rebalance its position on a day when the SEHK and the NASDAQ are open for 
trading (i.e. a Business Day). At or around the close of trading of the NASDAQ on each Business 
Day, the Product will seek to rebalance its portfolio, by increasing exposure in response to the 
Underlying Stock�¶�V��two times Daily gains or reducing exposure in response to the Underlying 
Stock�¶�V��two times Daily losses, so that its Daily leveraged exposure ratio to the Underlying Stock is 
�F�R�Q�V�L�V�W�H�Q�W���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�� 

The table below illustrates how the Product as a leveraged product will rebalance its position 
following the movement of the price of the Underlying Stock by the end of trading of the relevant 
markets. Assuming that the initial Net Asset Value of the Product is 100 on day 0, the Product will 
need to have an exposure of 200 to meet the objective of the Product. If the price of the Underlying 
Stock increases by 10% during the day, the Net Asset Value of the Product would have increased 
to 120, making the exposure of the Product 220. As the Product needs an exposure of 240, which 
is 2x the �3�U�R�G�X�F�W�¶s Net Asset Value at closing, the Product will need to rebalance its position by an 
additional 20. Day 1 illustrates the rebalancing requirements if the price of the Underlying Stock 
falls by 5% on the subsequent day.   

 �&�D�O�F�X�O�D�W�L�R�Q �'�D�\���� �'�D�\���� �'�D�\���� 

(a) Initial Product NAV   100 120 108 

(b) Initial exposure (b) = (a) × 2  200 240 216 

(c) Daily change of price of Underlying 
Stock (%)   10% -5% 5% 

(d) Profit / loss on exposure (d) = (b) × (c)  20 -12 10.8 

(e) Closing Product NAV (e) = (a) + (d) 120 108 118.8 

(f) Exposure (f) = (b) × (1+(c))  220 228 226.8 

(g) Target exposure to maintain 

leverage ratio (g) = (e) × 2  240 216 237.6 

(h) Required rebalancing amounts (h) = (g) - (f) 20 -12 10.8 

The above figures are calculated before fees and expenses. 

Underlying Stock  

MicroStrategy Incorporated operates as one of the largest Bitcoin treasury companies in the world 
and it offers a range of securities including equity and fixed income instruments to provide investors 
varying degrees of economic exposure to Bitcoin. It is also a provider of enterprise-ready analytics, 
mobile, and security software platforms. MicroStrategy Incorporated is listed on the NASDAQ, a 
stock exchange based in the US. 

Borrowing policy and restriction  

Borrowing against the assets of the Product is allowed up to a maximum of 10% of its latest 



 
 
 

available Net Asset Value, only on a temporary basis for the purposes of meeting redemption 
requests or defraying operating expenses.  

Comparison between the performance of the Underlying Stock and the leveraged 
performance of the Underlying Stock for a period longer than one day (i.e. comparison of 
the point -to-point performance)   

�7�K�H���3�U�R�G�X�F�W�¶�V���R�E�M�H�F�W�L�Y�H���L�V���W�R���S�U�R�Y�L�G�H���U�H�W�X�U�Q�V���Z�K�L�F�K���D�U�H���R�I���D���S�U�H�G�H�W�H�U�P�L�Q�H�G���O�H�Y�H�U�D�J�H���I�D�F�W�R�U�������[�����R�I��
�W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���V�X�F�K�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���Q�R�W���W�U�D�F�N��
�W�Z�L�F�H���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���J�U�H�D�W�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\����
�7�K�L�V���P�H�D�Q�V���W�K�D�W���W�K�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���R�I���W�L�P�H���J�U�H�D�W�H�U���W�K�D�Q���D���V�L�Q�J�O�H���G�D�\��
�P�X�O�W�L�S�O�L�H�G�� �E�\�� ���������� �J�H�Q�H�U�D�O�O�\�� �Z�L�O�O�� �Q�R�W�� �H�T�X�D�O�� ���������� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�Y�H�U�� �W�K�H�� �V�D�P�H��
�S�H�U�L�R�G�����,�W���L�V���D�O�V�R���H�[�S�H�F�W�H�G���W�K�D�W���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���X�Q�G�H�U�S�H�U�I�R�U�P���W�K�H���U�H�W�X�U�Q���R�I�������������R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N���L�Q���D���W�U�H�Q�G�O�H�V�V���R�U���I�O�D�W���P�D�U�N�H�W�����7�K�L�V���L�V���F�D�X�V�H�G���E�\���F�R�P�S�R�X�Q�G�L�Q�J�����Z�K�L�F�K���L�V���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���H�I�I�H�F�W��
�R�I���S�U�H�Y�L�R�X�V���H�D�U�Q�L�Q�J�V���J�H�Q�H�U�D�W�L�Q�J���H�D�U�Q�L�Q�J���R�U���O�R�V�V�H�V���L�Q���D�G�G�L�W�L�R�Q���W�R���W�K�H���S�U�L�Q�F�L�S�D�O���D�P�R�X�Q�W�����D�Q�G���Z�L�O�O���E�H��
�D�P�S�O�L�I�L�H�G���E�\���W�K�H���Y�R�O�D�W�L�O�L�W�\���R�I���W�K�H���P�D�U�N�H�W���D�Q�G���W�K�H���K�R�O�G�L�Q�J���S�H�U�L�R�G���R�I���W�K�H���3�U�R�G�X�F�W�����,�Q���D�G�G�L�W�L�R�Q�����W�K�H���H�I�I�H�F�W�V��
�R�I���Y�R�O�D�W�L�O�L�W�\���D�U�H���P�D�J�Q�L�I�L�H�G���L�Q���W�K�H���3�U�R�G�X�F�W���G�X�H���W�R���O�H�Y�H�U�D�J�H�����7�K�H���I�R�O�O�R�Z�L�Q�J���V�F�H�Q�D�U�L�R�V���L�O�O�X�V�W�U�D�W�H���K�R�Z���W�K�H��
�3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �P�D�\�� �G�H�Y�L�D�W�H�� �I�U�R�P�� �W�K�D�W�� �R�I�� �W�K�H�� �D�F�F�X�P�X�O�D�W�L�Y�H�� �U�H�W�X�U�Q�� �����[�����R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N���R�Y�H�U���D���O�R�Q�J�H�U���S�H�U�L�R�G���R�I���W�L�P�H���L�Q���Y�D�U�L�R�X�V���P�D�U�N�H�W���F�R�Q�G�L�W�L�R�Q�V�����$�O�O���W�K�H���V�F�H�Q�D�U�L�R�V���D�U�H���E�D�V�H�G���R�Q���D��
�K�\�S�R�W�K�H�W�L�F�D�O�������������L�Q�Y�H�V�W�P�H�Q�W���L�Q���W�K�H���3�U�R�G�X�F�W���� 
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�6�F�H�Q�D�U�L�R�������� �� �'�R�Z�Q�Z�D�U�G���W�U�H�Q�G�L�Q�J���P�D�U�N�H�W 

�,�Q�� �D�� �F�R�Q�W�L�Q�X�R�X�V�� �G�R�Z�Q�Z�D�U�G�� �W�U�H�Q�G���� �Z�K�H�U�H�� �W�K�H���S�U�L�F�H�� �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���I�D�O�O�V�� �V�W�H�D�G�L�O�\�� �I�R�U�� �P�R�U�H��
�W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\�����W�K�H���3�U�R�G�X�F�W�¶�V���D�F�F�X�P�X�O�D�W�H�G���O�R�V�V���Z�L�O�O���E�H���O�H�V�V���W�K�D�Q���W�Z�L�F�H���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���O�R�V�V��
�R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���L�O�O�X�V�W�U�D�W�H�G���L�Q���W�K�H���V�F�H�Q�D�U�L�R���E�H�O�R�Z�����Z�K�H�U�H���D�Q���L�Q�Y�H�V�W�R�U���K�D�V���L�Q�Y�H�V�W�H�G���L�Q���W�K�H��
�3�U�R�G�X�F�W���R�Q���G�D�\�������D�Q�G���W�K�H���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���I�D�O�O�V���E�\�����������G�D�L�O�\���I�R�U�������%�X�V�L�Q�H�V�V���'�D�\�V�����E�\��
�G�D�\������ �W�K�H���3�U�R�G�X�F�W���Z�R�X�O�G���K�D�Y�H���D�Q���D�F�F�X�P�X�O�D�W�H�G���O�R�V�V���R�I������������ �F�R�P�S�D�U�H�G���Z�L�W�K���D�����������O�R�V�V���Z�K�L�F�K���L�V��
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�,�Q�Y�H�V�W�R�U�V�� �V�K�R�X�O�G�� �Q�R�W�H�� �W�K�D�W�� �G�X�H�� �W�R�� �W�K�H�� �H�I�I�H�F�W�� �R�I�� �³�S�D�W�K�� �G�H�S�H�Q�G�H�Q�F�\�´�� ���D�V�� �H�[�S�O�D�L�Q�H�G�� �E�H�O�R�Z���� �D�Q�G��
compounding of the Daily returns of the Underlying Stock, the performance of the Underlying Stock 
multiplied by two (and as a result the performance of the Product before deduction of fees and 
expenses) for periods longer than a single day, especially in periods of market volatility which has 
a negative impact on the accumulative return of the Product, may not be twice the return of the 
Underlying Stock and may be completely uncorrelated to the extent of change of the price of the 
Underlying Stock over the same period. 

�)�R�U�� �I�X�U�W�K�H�U�� �L�O�O�X�V�W�U�D�W�L�R�Q�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �X�Q�G�H�U�� �G�L�I�I�H�U�H�Q�W�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V���� �L�Q�Y�H�V�W�R�U�V��
�P�D�\�� �D�F�F�H�V�V�� �W�K�H�� �³�S�H�U�I�R�U�P�D�Q�F�H�� �V�L�P�X�O�D�W�R�U�´�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Z�H�E�V�L�W�H�� �D�W 
https://www.csopasset.com/en/products/hk-mstr-2l (which has not been reviewed by the SFC), 
�Z�K�L�F�K���Z�L�O�O���V�K�R�Z���W�K�H���3�U�R�G�X�F�W�¶�V���K�L�V�W�R�U�L�F�D�O���S�H�U�I�R�U�P�D�Q�F�H���G�D�W�D���G�X�U�L�Q�J���D���V�H�O�H�F�W�H�G���W�L�P�H���S�H�U�L�R�G���V�L�Q�F�H���W�K�H��
launch of the Product.  

�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\ 
 
As explained above, the Product tracks the leveraged performance of the �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N, if 
observed on a Daily basis. However, due to path dependency of the performance of the Underlying 
Stock and the Daily leveraged performance of the Underlying Stock, when comparing the 
performance of the Underlying Stock and the leveraged performance of the Underlying Stock for a 
period longer than one day (i.e. comparison of the point-to-point performance), the historical 
leveraged performance of the Underlying Stock will not be equal to the simple leveraged 
performance of the Underlying Stock over the same period of time. 
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The Offering Phases  
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�R�Q�� �W�K�H�L�U�� �R�Z�Q�� �D�F�F�R�X�Q�W�� �R�U�� �I�R�U�� �W�K�H�L�U�� �F�O�L�H�Q�W�V���� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K���W�K�H�� �7�U�X�V�W�� �'�H�H�G�� �D�Q�G�� �W�K�H�� �2�S�H�U�D�W�L�Q�J��
�*�X�L�G�H�O�L�Q�H�V�����'�X�U�L�Q�J���W�K�L�V���S�H�U�L�R�G�����3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V�����D�F�W�L�Q�J���I�R�U���W�K�H�P�V�H�O�Y�H�V���R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����P�D�\��
�D�S�S�O�\�� �I�R�U�� �8�Q�L�W�V�� �W�R�� �E�H�� �D�Y�D�L�O�D�E�O�H�� �I�R�U�� �W�U�D�G�L�Q�J�� �R�Q�� �W�K�H�� �/�L�V�W�L�Q�J�� �'�D�W�H�� �E�\�� �F�U�H�D�W�L�R�Q���� �1�R�� �U�H�G�H�P�S�W�L�R�Q�V�� �D�U�H��
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�G�X�U�L�Q�J���W�K�H���,�Q�L�W�L�D�O���2�I�I�H�U���3�H�U�L�R�G�����W�K�H���0�D�Q�D�J�H�U���V�K�D�O�O���S�U�R�F�X�U�H���W�K�H���F�U�H�D�W�L�R�Q���R�I���8�Q�L�W�V���I�R�U���V�H�W�W�O�H�P�H�Q�W���R�Q���W�K�H��
�,�Q�L�W�L�D�O���,�V�V�X�H���'�D�W�H�� 

Participating Dealers may have their own application procedures for their respective clients and 
may set application and payment cut-off times for their respective clients which are earlier than 
those set out in this Prospectus. Investors are therefore advised to consult with the relevant 
Participating Dealer on its requirements if they want a Participating Dealer to subscribe for Units on 
their behalf. 
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�$�I�W�H�U���O�L�V�W�L�Q�J�����S�H�U�L�R�G���F�R�P�P�H�Q�F�H�V���R�Q���W�K�H���/�L�V�W�L�Q�J��
�'�D�W�H�� 

 

�x �$�O�O���L�Q�Y�H�V�W�R�U�V���P�D�\���V�W�D�U�W���W�U�D�G�L�Q�J���8�Q�L�W�V���R�Q���W�K�H��
�6�(�+�.���W�K�U�R�X�J�K���D�Q�\���G�H�V�L�J�Q�D�W�H�G���E�U�R�N�H�U�V����
�D�Q�G 
 

�x �3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���P�D�\���D�S�S�O�\���I�R�U��
�F�U�H�D�W�L�R�Q���D�Q�G���U�H�G�H�P�S�W�L�R�Q�����I�R�U���W�K�H�P�V�H�O�Y�H�V��
�R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H 

�x �&�R�P�P�H�Q�F�H���D�W�������������D���P�������+�R�Q�J���.�R�Q�J��
�W�L�P�H�����R�Q���������0�D�U�F�K���������������E�X�W���P�D�\���E�H��
�S�R�V�W�S�R�Q�H�G���E�\���W�K�H���0�D�Q�D�J�H�U���W�R���D���G�D�W�H���Q�R��
�O�D�W�H�U���W�K�D�Q���������$�S�U�L�O���������� 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����W�R��������������
�S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���H�D�F�K���'�H�D�O�L�Q�J��
�'�D�\�� 

 

 

�(�[�F�K�D�Q�J�H���/�L�V�W�L�Q�J���D�Q�G���7�U�D�G�L�Q�J�����6�H�F�R�Q�G�D�U�\���0�D�U�N�H�W�� 

Application has been made to the Listing Committee of the SEHK for the listing of, and permission 
to deal in the Units traded in USD and HKD. 

Units are neither listed nor dealt on any other stock exchange and no application for such listing or 
permission to deal is being sought as at the date of this Prospectus. Application may be made in 
the future for a listing of Units on one or more other st�R�F�N���H�[�F�K�D�Q�J�H�V�����,�Q�Y�H�V�W�R�U�V�¶���D�W�W�H�Q�W�L�R�Q���L�V���G�U�D�Z�Q��
�W�R�� �W�K�H�� �V�H�F�W�L�R�Q�� �H�Q�W�L�W�O�H�G�� �³�(�[�F�K�D�Q�J�H�� �/�L�V�W�L�Q�J�� �D�Q�G�� �7�U�D�G�L�Q�J�� ���6�H�F�R�Q�G�D�U�\�� �0�D�U�N�H�W���´�� �L�Q�� �3�D�U�W�� ���� �R�I�� �W�K�L�V��
Prospectus for further information. 

Dealings on the SEHK in Units traded in USD and HKD are expected to begin on 24 March 2025.  

Participating Dealers should note that they will not be able to sell or otherwise deal in the Units on 
the SEHK until dealings begin on the SEHK. 

Dual  Counter Trading  

The Manager has arranged for Units to be available for trading on the secondary market on the 
SEHK under a Dual Counter arrangement. Units are denominated in USD. Despite the Dual 
Counter arrangement, the creation of new Units and redemption of Units in the primary market are 
settled in USD only. The Product offers 2 trading counters on the SEHK (i.e. HKD counter and USD 
counter) to investors for secondary trading purposes. Units traded in HKD counter will be settled in 
HKD and Units traded in USD counter will be settled in USD. Apart from settlement in different 
currencies, the trading prices of Units in the 2 counters may be different. 

Units traded on both counters are of the same class and share the same ISIN, and all Unitholders 
of both counters are treated equally. The 2 counters will have different stock codes and different 



 
 
 

stock short names as follows: 

 �8�6�'���&�R�X�Q�W�H�U �+�.�'���&�R�X�Q�W�H�U 

�6�W�R�F�N���&�R�G�H ��������  ��������  

�6�K�R�U�W���6�W�R�F�N���1�D�P�H �; �/�� �&�6�2�3�0�6�7�5���8 �; �/�� �&�6�2�3�0�6�7�5 

�,�6�,�1���Q�X�P�E�H�U �+�.��������������������  

 

�1�R�U�P�D�O�O�\���� �L�Q�Y�H�V�W�R�U�V�� �F�D�Q�� �E�X�\�� �D�Q�G�� �V�H�O�O�� �8�Q�L�W�V�� �W�U�D�G�H�G�� �L�Q�� �W�K�H�� �V�D�P�H�� �F�R�X�Q�W�H�U�� �R�U�� �D�O�W�H�U�Q�D�W�L�Y�H�O�\���E�X�\�� �L�Q�� ����
�F�R�X�Q�W�H�U�� �D�Q�G�� �V�H�O�O�� �L�Q�� �W�K�H�� �R�W�K�H�U�� �F�R�X�Q�W�H�U�� �S�U�R�Y�L�G�H�G�� �W�K�H�L�U�� �E�U�R�N�H�U�V�� �S�U�R�Y�L�G�H�� �E�R�W�K���8�6�'���D�Q�G���+�.�'�� trading 
services at the same time. Inter-counter buy and sell is permissible even if the trades take place 
within the same trading day. However, investors should note that the trading price of Units traded 
in the �8�6�' counter and that of HKD counter may be different and may not always maintain a close 
relationship depending on factors such as market demand and supply and liquidity in each counter. 

More information with regard to the Dual Counter is available in the frequently asked questions in 
�U�H�V�S�H�F�W�� �R�I�� �W�K�H�� �'�X�D�O�� �&�R�X�Q�W�H�U�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H��
http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products�� 

Investors should consult their brokers if they have any questions concerning fees, timing, 
procedures and the operation of the Dual Counter, including inter-counter trading���� �,�Q�Y�H�V�W�R�U�V�¶��
�D�W�W�H�Q�W�L�R�Q���L�V���D�O�V�R���G�U�D�Z�Q���W�R���W�K�H���U�L�V�N���I�D�F�W�R�U���E�H�O�R�Z���H�Q�W�L�W�O�H�G���³�'�X�D�O���&�R�X�Q�W�H�U��Trading �5�L�V�N�V�´�� 

Distribution Policy  

The Manager intends to distribute income to Unitholders annually (in December) having regard to 
�W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���L�Q�F�R�P�H��after fees and costs.  

The Manager will also have the discretion to determine if and to what extent distributions (whether 
directly or effectively) will be paid out of capital of the Product. 

The Manager may, at its discretion, pay distributions out of capital. The Manager may also, at its 
discretion, pay distributions out of gross income while all or part of the fees and expenses of the 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of capital.  Investors should note that payments of distributions out of capital 
or effe�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �F�D�S�L�W�D�O�� �D�P�R�X�Q�W�V�� �W�R�� �D�� �U�H�W�X�U�Q�� �R�U�� �Z�L�W�K�G�U�D�Z�D�O�� �R�I�� �S�D�U�W�� �R�I�� �D�Q�� �L�Q�Y�H�V�W�R�U�¶�V�� �R�U�L�J�L�Q�D�O��
investment or from any capital gains attributable to that original investment. Any distributions 
involving pa�\�P�H�Q�W�� �R�X�W�� �R�I�� �R�U�� �H�I�I�H�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�D�S�L�W�D�O�� �P�D�\�� �U�H�V�X�O�W�� �L�Q�� �D�Q�� �L�P�P�H�G�L�D�W�H��
reduction in the Net Asset Value per Unit and will reduce any capital appreciation for the Unitholders. 
There is no guarantee of any regular distribution. 

The composition of the distributions (i.e. the relative amounts paid out of net distributable income 
and capital) for the last 12 months are available by the Manager on request and also on the 
�0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H https://www.csopasset.com/en/products/hk-mstr-2l (which has not been 
reviewed by the SFC).  

The distribution policy may be amended subject to the SFC�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O���D�Q�G���X�S�R�Q���J�L�Y�L�Q�J���Q�R�W��
�O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V���� 

Distributions (if declared) will be declared in the base currency of the Product (i.e. USD). The 
Manager will make an announcement prior to any distribution in respect of the relevant distribution 
amount in USD only. The details of the distribution declaration dates, distribution amounts and ex-
�G�L�Y�L�G�H�Q�G�� �S�D�\�P�H�Q�W�� �G�D�W�H�V�� �Z�L�O�O�� �E�H�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H 
https://www.csopasset.com/en/products/hk-mstr-2l (which has not been reviewed by the SFC) and 
�R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H 

http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products
https://www.csopasset.com/en/products/hk-mstr-2l
https://www.csopasset.com/en/products/hk-mstr-2l


 
 
 

http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx (which 
has not been reviewed by the SFC).  

There can be no assurance that distributions will be paid.  

Each Unitholder will receive distributions in USD. Unitholders are advised to check with their 
brokers/intermediaries on the arrangements concerning distributions.  

Distribution payment rates in respect of Units will depend on factors beyond the control of the 
Manager or Trustee including, general economic conditions, and the financial position and dividend 
or distribution policies of the relevant underlying entities. There can be no assurance that such 
entities will declare or pay dividends or distributions. 

Fees and Expenses  

�0�D�Q�D�J�H�P�H�Q�W���)�H�H�� 

The Product pays a Management Fee as a single flat fee, currently at 1.6% per year of the Net 
�$�V�V�H�W���9�D�O�X�H���R�I�� �W�K�H���3�U�R�G�X�F�W���� �3�O�H�D�V�H���U�H�I�H�U���W�R���W�K�H���V�H�F�W�L�R�Q���³�)�H�H�V���D�Q�G���(�[�S�H�Q�V�H�V�´���D�V���W�R���W�K�H fees and 
charges included in the Management Fee. The Management Fee is calculated as at each Dealing 
Day and payable monthly in USD in arrears out of the Trust Fund. 

The Management Fee may be increased up to 3% per year of the Net Asset Value of the Product, 
�R�Q���R�Q�H���P�R�Q�W�K�¶�V���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�����R�U���V�X�F�K���V�K�R�U�W�H�U���S�H�U�L�R�G���D�V���D�S�S�U�R�Y�H�G���E�\���W�K�H���6�)�&�������,�Q���W�K�H���H�Y�H�Q�W��
that such fee is to be increased beyond this rate (which is the maximum rate set out in the Trust 
�'�H�H�G�������V�X�F�K���L�Q�F�U�H�D�V�H���Z�L�O�O���E�H���V�X�E�M�H�F�W���W�R���W�K�H���8�Q�L�W�K�R�O�G�H�U�V�¶���D�Q�G���W�K�H���6�)�&�¶�V���D�S�S�U�R�Y�D�O�� 

The Trustee fee is inclusive in the Management Fee.  

Swap fees  

�'�H�W�D�L�O�V���R�I���W�K�H���V�Z�D�S���I�H�H�V���D�Q�G���L�Q�G�L�U�H�F�W���F�R�V�W�V���D�U�H���V�H�W���R�X�W���L�Q���W�K�H���V�H�F�W�L�R�Q���³�6�Z�D�S���I�H�H�V�´���L�Q���W�K�L�V���$�S�S�H�Q�G�L�[. 

Risk Factors Specific to the Product  

In addition to the risk factors presented in Part 1 of this Prospectus, the risk factors set forth below 
are also specific risks, in the opinion of the Manager, considered to be relevant and presently 
applicable specifically to the Product. 

Single Stock Concentration Risk  

The Product is subject to concentration risk as a result of tracking the leveraged performance of 
the single Underlying Stock. The value of the Product may be more volatile than that of a fund 
having a more diverse portfolio of investments due to the non-diversified nature of investing in the 
single Underlying Stock. The value of the Product may be more susceptible to adverse conditions 
in respect of such particular Underlying Stock. 

Extreme Price Volatility Risk  

Prices of the Product may be more volatile than conventional ETFs because of the use of leverage 
and the daily rebalancing activities and the leverage effect. Furthermore, the Product is 
concentrated in a single Underlying Stock. Given its non-diversified and leveraged nature, the 
Product is subject to extreme price volatility and may become non-viable within a short period. You 
may lose a significant portion or all of your investment within one day. 

Under exceptional circumstances where the Product becomes non-viable, the Manager may use 
its discretion to deviate from the investment strategy or take defensive measures, which may 
include liquidating swap positions and suspending trading of the Product, in order to safeguard the 
interests of the product and its unitholders to prevent potential negative fund value and protect the 
interests of the investors. Such circumstances may arise if there are extreme intra-day price 



 
 
 

movements and the Manager will issue a notice to inform investors. Please note that the Manager 
may re-enter the swap contracts at the market closes on the same day depending on market 
condition.  

Risks associated with the Underlying Stock �± MicroStrategy Incorporated  

Risks specific to the Underlying Stock  

�7�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �L�V�� �W�L�H�G�� �W�R�� �W�K�H�� �G�\�Q�D�P�L�F�V�� �R�I�� �W�K�H�� �F�U�\�S�W�R�F�X�U�U�H�Q�F�\�� �P�D�U�N�H�W�V����
MicroStrategy Incorporated has relied heavily on financing and debt to purchase Bitcoin and 
operates a high level of debts which poses risk to investors. Furthermore, the Underlying Stock 
may trade at a premium over the value of Bitcoin and thus expose investors to further risks 
associated with Bitcoin. 

Bitcoin risk 

While the Product will not directly invest in digital assets, it will be subject to the risks associated 
with Bitcoin by virtue of its exposure to the Underlying Stock, which operates as a Bitcoin treasury 
company with significant Bitcoin holdings. Investing in Bitcoin exposes investors (such as the 
Underlying Stock and, in turn, shareholders of the Underlying Stock) to significant risks that are not 
typically present in other investments. These risks include extreme price volatility risk of Bitcoin, the 
un�F�H�U�W�D�L�Q�W�\�� �V�X�U�U�R�X�Q�G�L�Q�J�� �Q�H�Z�� �W�H�F�K�Q�R�O�R�J�\���� �O�L�P�L�W�H�G���H�Y�D�O�X�D�W�L�R�Q���G�X�H�� �W�R�� �%�L�W�F�R�L�Q�¶�V���V�K�R�U�W���W�U�D�G�L�Q�J�� �K�L�V�W�R�U�\����
cybersecurity risks associated with Bitcoin holdings and the potential change in market demands 
over the long term. Regulatory uncertainties, such as potential government interventions, evolving 
regulations of Bitcoin and related virtual assets and conflicting regulations across jurisdictions, can 
impact the demand for, and usage of, Bitcoin. Additionally, risks associated with the sale of newly 
mined Bitcoin, Bitcoin exchanges, competition from alternative digital assets, mining operations, 
network modifications, and intellectual property claims pose further challenges to Bitcoin-linked 
investments. Investors may be exposed to additional risks which are unforeseeable and cannot be 
currently be predicted.  

Computer software industry risk 

MicroStrategy Incorporated is a computer software company. Computer software companies are 
subject to significant competitive pressures, such as aggressive pricing, new market entrants, 
competition for market share, short product cycles due to an accelerated rate of technological 
developments and the potential for limited earnings and/or falling profit margins. These companies 
also face the risks that new products will not be accepted by consumers and businesses. 
�)�X�U�W�K�H�U�P�R�U�H�����0�L�F�U�R�6�W�U�D�W�H�J�\���,�Q�F�R�U�S�R�U�D�W�H�G�¶�V���H�Qterprise software business is subject to cybersecurity 
risks. These factors can affect the profitability of these companies and, as a result, the value of their 
securities. Patent protection is integral to the success of many companies in this industry. 

Information technology sector risk 

MicroStrategy Incorporated is in the information technology sector. The value of stocks of 
information technology companies and companies that rely heavily on technology is particularly 
vulnerable to rapid changes in technology product cycles, rapid product obsolescence, government 
regulation, and competition, both domestically and internationally, including competition from 
competitors with lower production costs. In addition, many information technology companies have 
limited product lines, markets, financial resources or personnel. The prices of information 
technology companies and companies that rely heavily on technology, especially those of smaller, 
less-seasoned companies, tend to be more volatile and less liquid than the overall market. 
Information technology companies are heavily dependent on patent and intellectual property rights, 
the loss or impairment of which may adversely affect profitability. Additionally, companies in the 
information technology sector may face dramatic and often unpredictable changes in growth rates 
and competition for the services of qualified personnel. 
 
Large/mega-capitalisation company risk  

MicroStrategy Incorporated is a large/mega-capitalisation company that is relatively mature 
compared to smaller companies and therefore subject to slower growth during times of economic 



 
 
 

expansion. It may struggle with flexibility to respond quickly to disruptions and changes in trends. 
The high valuation of large/mega-capitalisation companies can make MicroStrategy Incorporated 
more susceptible to market corrections, downturns and changes in interest rates. Moreover, 
large/mega-capitalisation companies typically have high price-to-earnings ratio than smaller 
capitalisation companies which can lead to overvaluation and may indicate there is less room for 
gains and even potential downward price adjustment. These companies usually exert market 
dominance and therefore frequently face regulatory pressures, in particular antitrust scrutiny. This 
leads to legal challenges and increased costs which may in turn affect profitability. 

Long Term Holding Risk  

The Product is not intended for holding longer than one day as the performance of the Product 
over a period longer than one day will very likely differ in amount and possibly direction from the 
leveraged performance of the Underlying Stock over that same period (e.g. the loss may be more 
than twice the fall in the price of the Underlying Stock). The effect of compounding becomes more 
�S�U�R�Q�R�X�Q�F�H�G�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �D�V�� �W�K�H��price of the Underlying Stock experiences 
�Y�R�O�D�W�L�O�L�W�\���� �7�K�H�� �G�H�Y�L�D�W�L�R�Q�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �I�U�R�P�� �W�K�H�� �O�H�Y�H�U�D�J�H�G�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�I�� �W�K�H��
Underlying Stock will increase, and the performance of the Product will generally be adversely 
affected with higher volatility of the price of the �8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N. As a result of Daily rebalancing, 
the volatility of the price of the Underlying Stock �D�Q�G�� �W�K�H�� �H�I�I�H�F�W�V�� �R�I�� �F�R�P�S�R�X�Q�G�L�Q�J�� �R�I�� �H�D�F�K�� �G�D�\�¶�V��
return over time, it is even possible that the Product will lose money over time while the Underlying 
Stock�¶�V���S�H�U�I�R�U�P�D�Q�F�H���L�Q�F�U�H�D�V�H�V���R�U���L�V���I�O�D�W���� 
 
Leverage Risk  

The Product will utilise leverage to achieve a Daily return equivalent to twice (2x) the return of the 
Underlying Stock. Both gains and losses will be magnified. The risk of loss resulting from an 
investment in the Product in certain circumstances including a bear market will be substantially 
more than a fund that does not employ leverage. 
 
Risk of Rebalancing Activities  

There is no assurance that the Product can rebalance their portfolio on a Daily basis to achieve 
their investment objectives. Market disruption, regulatory restrictions, counterparty capacity limits 
�R�U���H�[�W�U�H�P�H���P�D�U�N�H�W���Y�R�O�D�W�L�O�L�W�\���P�D�\���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���U�H�E�D�O�D�Q�F�H���L�W�V���S�R�U�W�I�R�O�L�R�� 
 
Liquidity Risk  

The rebalancing activities of the Product typically take place near �W�K�H�� �H�Q�G�� �R�I�� �W�U�D�G�L�Q�J���R�I�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W��to minimise tracking difference. As a result, the Product may be more exposed 
to the market conditions during a shorter interval and may be more subject to liquidity risk and the 
Swap Counterparty's capacity to execute may also be subject to liquidity risk. 
 
Intraday Investment Risk  
 
The Product is normally rebalanced at the end of �W�U�D�G�L�Q�J���R�I���W�K�H���X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W �R�Q���D���%�X�V�L�Q�H�V�V��
�'�D�\. As such, return for investors that invest for period less than a full Trading Day will generally be 
greater than or less than two times (2x) leveraged investment exposure to the Underlying Stock, 
depending upon the movement of the price of the Underlying Stock from the end of one Trading 
Day until the time of purchase. 
 
Portfolio Turnover Risk  
 
�'�D�L�O�\�� �U�H�E�D�O�D�Q�F�L�Q�J�� �R�I�� �3�U�R�G�X�F�W�¶�V�� �K�R�O�G�L�Q�J�V�� �F�D�X�V�H�V�� �D�� �K�L�J�K�H�U�� �O�H�Y�H�O�� �R�I�� �S�R�U�W�I�R�O�L�R�� �W�U�D�Q�V�D�F�W�L�R�Q�V�� �W�K�D�Q��
compared to the conventional �H�[�F�K�D�Q�J�H�� �W�U�D�G�H�G�� �I�X�Q�G�V. High levels of transactions increase 
brokerage and other transaction costs. 
 
Risks Associated with Investing in Swaps  

Limited Availability of Swaps Risk 



 
 
 

�7�K�H���0�D�Q�D�J�H�U�¶�V���D�E�L�O�L�W�\���W�R���P�D�Q�D�J�H���W�K�H��Product in accordance with its stated investment objective will 
depend upon the willingness and ability of potential Swap Counterparties to engage in Swaps with 
the Product linked to the performance of the Underlying Stock . A �6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R��
continue to enter into Swaps or other derivative transactions with the Product may be reduced or 
eliminated, which could have a material adverse effect on the Product. Furthermore, Swaps are of 
limited duration and there is no guarantee that Swaps entered into with a Swap Counterparty will 
continue indefinitely. Accordingly, the duration of a Swap depends on, among other factors, the 
ability of the Product to renew the expiration period of the relevant Swap at agreed upon terms. If 
the Product is unable to obtain sufficient exposure to �W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H��
of the Underlying Stock because of the limited availability of Swaps linked to t�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H��
�O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H��of the Underlying Stock, the Product could, among other alternatives, as a 
defensive measure, suspend creations until the Manager determines that the requisite swap 
exposure is obtainable. During the period that creations are suspended, the Product could trade at 
a significant premium or discount to the Net Asset Value and could experience substantial 
redemptions. To the extent that such events result in a termination event under �W�K�H���3�U�R�G�X�F�W�¶�V���6�Z�D�S�V����
the risks related to the limited availability of Swaps would be compounded and the Product may be 
adversely affected. 
 
Counterparty Risk  
 
Because a Swap is an obligation of the Swap Counterparty rather than a direct investment in the 
Underlying Stock, the Product may suffer losses potentially equal to, or greater than, the full value 
of the Swap if the Swap Counterparty fails to perform its obligations under the Swap as a result of 
bankruptcy or otherwise. Any loss would result in a reduction in the Net Asset Value of the Product 
�D�Q�G���Z�L�O�O���O�L�N�H�O�\���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�����7�K�H���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�D�V�V�R�F�L�D�W�H�G���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�V���H�[�S�H�F�W�H�G to be greater than that may be encountered 
by most other funds because the Product expects to use Swaps as the principal means to gain 
exposure to the Underlying Stock. Despite the counterparty risk management measures in place, 
�W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I�� �W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� �W�R���]�H�U�R���L�V���V�X�E�M�H�F�W���W�R��
settlement risks arising from settlement failures and market risks (including price movements prior 
t�R�� �W�K�H�� �U�H�T�X�L�U�H�G�� �F�D�V�K�� �S�D�\�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W������ �7�K�H�� �3�U�R�G�X�F�W�¶�V�� �Q�H�W��
exposure to each Swap Counterparty may exceed zero if any such risks eventuate. The extent of 
�W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�R�W�H�Q�W�L�D�O�� �O�R�V�V�� �D�U�L�V�L�Q�J�� �L�Q�� �W�K�L�V�� �U�H�J�D�U�G�� �L�V�� �O�L�N�H�O�\�� �W�R�� �E�H�� �W�K�H�� �D�P�R�X�Q�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Q�H�W��
counterparty exposure. 
 
�7�K�H���0�D�Q�D�J�H�U���Z�L�O�O���P�D�Q�D�J�H���W�K�H���3�U�R�G�X�F�W���W�R���H�Q�V�X�U�H���W�K�D�W���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W��
�D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���D�Q�G���E�H���P�D�L�Q�W�D�L�Q�H�G�����P�D�U�N�H�G��
�W�R���P�D�U�N�H�W���R�Q���D���G�D�L�O�\���E�D�V�L�V�����Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H���L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�H�[�S�R�V�X�U�H���D�W���W�K�H���H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\�����,�I���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H��
�3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I���D�Q�\���W�U�D�G�L�Q�J���G�D�\���7�����E�\���W�K�H���H�Q�G���R�I���W�K�D�W��
�W�U�D�G�L�Q�J���G�D�\���7���� �W�K�H���0�D�Q�D�J�H�U���Z�L�O�O���J�H�Q�H�U�D�O�O�\�� �U�H�T�X�L�U�H���W�K�D�W���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���G�H�O�L�Y�H�U���D�G�G�L�W�L�R�Q�D�O��
�F�R�O�O�D�W�H�U�D�O���D�V�V�H�W�V���W�R���P�D�N�H���X�S���I�R�U���W�K�H���G�L�I�I�H�U�H�Q�F�H���L�Q���Y�D�O�X�H�����Z�L�W�K���W�K�H���V�H�W�W�O�H�P�H�Q�W���R�I���V�X�F�K���G�H�O�L�Y�H�U�\���H�[�S�H�F�W�H�G��
�W�R�� �R�F�F�X�U�� �R�Q���R�U�� �E�H�I�R�U�H���W�U�D�G�L�Q�J�� �G�D�\�� �7�������� �'�H�V�S�L�W�H�� �W�K�H�� �F�R�X�Q�W�H�U�S�D�U�W�\�� �U�L�V�N�� �P�D�Q�D�J�H�P�H�Q�W�� �P�H�D�V�X�U�H�V�� �L�Q��
�S�O�D�F�H�����W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���]�H�U�R���L�V���V�X�E�M�H�F�W��
�W�R�� �V�H�W�W�O�H�P�H�Q�W�� �U�L�V�N�V�� �D�U�L�V�L�Q�J�� �I�U�R�P�� �V�H�W�W�O�H�P�H�Q�W�� �I�D�L�O�X�U�H�V�� �D�Q�G�� �P�D�U�N�H�W�� �U�L�V�N�V�� ���L�Q�F�O�X�G�L�Q�J�� �S�U�L�F�H�� �P�R�Y�H�P�H�Q�W�V��
�S�U�L�R�U���W�R���W�K�H���U�H�T�X�L�U�H�G���F�D�V�K���S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W�������$�Q�\���G�H�O�D�\���L�Q���W�K�H���F�D�V�K��
�S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W���S�U�L�R�U���W�R���W�K�H���H�Q�G���R�I���W�K�H���U�H�O�H�Y�D�Q�W���W�U�D�G�L�Q�J���G�D�\���7������
�P�D�\���F�D�X�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���E�H���O�D�U�J�H�U���W�K�D�Q���]�H�U�R���I�U�R�P���W�L�P�H���W�R���W�L�P�H����
�7�K�L�V���P�D�\���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V���I�R�U���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���H�Y�H�Q�W���R�I���W�K�H���L�Q�V�R�O�Y�H�Q�F�\���R�U���G�H�I�D�X�O�W���R�I���W�K�D�W��
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 
 
�(�D�U�O�\���7�H�U�P�L�Q�D�W�L�R�Q���R�I���6�Z�D�S�V���5�L�V�N 
 
In some circumstances, a Swap Counterparty can terminate the swap agreements early which may 
�D�G�Y�H�U�V�H�O�\���L�P�S�D�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�D�Q���D�O�V�R���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V��
�D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���D�Q�G���P�D�\���V�X�E�M�H�F�W���W�K�H���3�U�R�G�X�F�W���W�R���V�X�E�V�W�D�Q�W�L�D�O���O�R�V�V����Also, the 
Product may face an increase in the cost to enter into a similar swap agreement with additional 
Swap Counterparties.   
 
�+�L�J�K���6�Z�D�S���)�H�H�V���5�L�V�N 



 
 
 

 
The Product will bear the swap fees, which are subject to the discussion and consensus between 
the Manager and the Swap Counterparty based on the actual market circumstances on a case-by-
case basis. The current swap fees are a best estimate only and may deviate from the actual market 
conditions. The swap fees of the Product may be higher than that of other leveraged and inverse 
products tracking broad-based indices or commodities indices due to market condition, market 
sentiment on the Underlying Stock and changes in interest rates. This may have an adverse impact 
on the NAV and performance of the Product, and hence may result in higher tracking difference. In 
extreme market conditions and exceptional circumstances, the brokerage commission and the 
�6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �P�D�\�� �L�Q�F�U�H�D�V�H�� �V�L�J�Q�L�I�L�F�D�Q�W�O�\�� �D�Q�G�� �L�Q��
return increase the swap fees.      
 
Capacity Limit Risk 
 
The Swap Counterparties may also be subject to a capacity limit representing the commitment of 
the Swap Counterparty to conduct the Swap transactions to provide the required exposure to the 
Underlying Stock �I�R�U���W�K�H���3�U�R�G�X�F�W�����$�F�F�R�U�G�L�Q�J�O�\�����W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���W�K�H��Underlying Stock may 
be affected. Whilst the Manager does not anticipate that this will have any immediate effect on the 
Product, if any Swap Counterparty reaches its capacity limit or if the Net Asset Value of the Product 
grows significantly this may prevent creations of Units due to the inability of the Product to conduct 
Swap transactions. This may cause a divergence between the trading price of a Unit on the SEHK 
and the Net Asset Value per Unit. The investment exposure could also deviate from the target 
exposure which adds tracking error to the Product. 
 
Liquidity Risk 
 
Swaps may be subject to liquidity risk, which exists when a particular Swap is difficult to purchase 
or sell. If a Swap transaction is particularly large or if the relevant market is illiquid, it may not be 
possible to initiate a transaction or liquidate a position at an advantageous time or price, which may 
result in significant losses to the Product. In addition, a Swap may be subject to the �3�U�R�G�X�F�W�¶�V��
limitation on investments in illiquid Securities. Swaps may be subject to pricing risk, which exists 
when a particular Swap becomes extraordinarily expensive (or inexpensive) relative to historical 
prices or the prices of corresponding cash market instruments. The swaps market is largely 
unregulated. It is possible that developments in the swaps market, including potential government 
�U�H�J�X�O�D�W�L�R�Q���� �F�R�X�O�G�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �D�E�L�O�L�W�\�� �W�R�� �W�H�U�P�L�Q�D�W�H�� �H�[�L�V�W�L�Q�J�� �6�Z�D�S�V�� �R�U�� �W�R�� �U�H�D�O�L�V�H��
amounts to be received under such agreements. There is also no active market in derivative 
instruments and therefore investment in derivative instruments can be illiquid. In order to meet 
requests, the relevant Product relies upon the issuer of the derivative instruments to quote a market 
to unwind any part of the derivative instruments that will reflect the market liquidity conditions and 
the size of the transaction. 
 
Valuation Risk 
 
�7�K�H���3�U�R�G�X�F�W�¶�V���D�V�V�H�W�V�����L�Q���S�D�U�W�L�F�X�O�D�U���6�Z�D�S�V���H�Q�W�H�U�H�G���L�Q�W�R���E�\���W�K�H���3�U�R�G�X�F�W�����L�Q�Y�R�O�Y�H���G�H�U�L�Y�D�W�L�Y�H���W�H�F�K�Q�L�T�X�H�V��
that may be complex and specialised in nature. Valuations for such assets will only usually be 
available from a limited number of market professionals which frequently act as counterparties to 
the transactions to be valued. Such valuations are often subjective and there may be substantial 
differences between any available valuations. However the Manager will carry out an independent 
verification of this valu�D�W�L�R�Q���R�Q���D���G�D�L�O�\���E�D�V�L�V���D�V���G�H�V�F�U�L�E�H�G���X�Q�G�H�U���³�'�H�W�H�U�P�L�Q�D�W�L�R�Q���R�I���1�H�W���$�V�V�H�W���9�D�O�X�H�´��
section. 
 
Legal Risk 
 
The characterisation of a transaction or a party's legal capacity to enter into it could render the 
Swap unenforceable. The insolvency or bankruptcy of a counterparty may also affect the 
enforceability of contractual rights. 
 
Short Selling by Swap Counterparty Risk 
 
The Swap Counterparty to the Product may need to short sell the Underlying Stock for the purposes 



 
 
 

�R�I���K�H�G�J�L�Q�J�����0�D�Q�\���U�H�J�X�O�D�W�R�U�V���K�D�Y�H���E�D�Q�Q�H�G���³�Q�D�N�H�G�´���V�K�R�U�W���V�H�O�O�L�Q�J�����D���S�U�D�F�W�L�F�H���W�K�D�W���K�D�V���E�H�H�Q���S�U�R�K�L�E�L�W�H�G��
in Hong Kong since short selling was first introduced) or completely suspended short selling for 
certain stocks. Any such bans with the effect of prohibiting the short selling of the Underlying Stock 
�P�D�\���D�I�I�H�F�W���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R���K�H�G�J�H���L�W�V���S�R�V�L�W�L�R�Q���D�Q�G���P�D�\���W�U�L�J�J�H�U���D�Q���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q��
�R�I���W�K�H���2�7�&���6�Z�D�S���7�U�D�Q�V�D�F�W�L�R�Q�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�R�X�O�G���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H��
its investment objective and subject the Product to substantial loss.  

Mandatory Measures imposed by Relevant Parties Risk 

�5�H�J�D�U�G�L�Q�J�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �6�Z�D�S�V���� �U�H�O�H�Y�D�Q�W�� �S�D�U�W�L�H�V�� ���V�X�F�K�� �D�V�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�L�H�V���� �S�D�U�W�L�F�L�S�D�W�L�Q�J��
dealers and stock exchanges) may impose certain mandatory measures for risk management 
purpose under extreme market circumstances. These measures may include early termination of 
the Swaps, no further Swap contracts signed and having limited or no access to exposure. In 
response to such mandatory measures, the Manager may have to take corresponding actions in 
�W�K�H�� �E�H�V�W�� �L�Q�W�H�U�H�V�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �8�Q�L�W�K�R�O�G�H�U�V�� �D�Q�G�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�R�Q�V�W�L�W�X�W�L�Y�H��
�G�R�F�X�P�H�Q�W�V�����L�Q�F�O�X�G�L�Q�J���V�X�V�S�H�Q�V�L�R�Q���R�I���F�U�H�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���X�Q�L�W�V���D�Q�G���R�U���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���W�U�D�G�L�Q�J����
implementing alternative investment and/or hedging strategies and termination of the Product. 
These corresponding actions may have an adverse impact on the operation, secondary market 
trading, ability to track the price of the Underlying Stock and the Net Asset Value of the Product. 
While the Manager will endeavour to provide advance notice to investors regarding these actions 
to the extent possible, such advance notice may not be possible in some circumstances.   

Leveraged Performance of Underlying Stock  
 
Investors in the Product should note that the objective and the risks inherent in the Product are not 
typically encountered in traditional �L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V �Z�K�L�F�K���W�U�D�F�N���W�K�H���³�O�R�Q�J�´���S�H�U�I�R�U�P�D�Q�F�H���U�D�W�K�H�U��
than leveraged performance of a single stock. Should the price of the Underlying Stock decrease, 
the use of a leverage factor of 2 in the Product will trigger an accelerated decrease in the value of 
�W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H���F�R�P�S�D�U�H�G���W�R���W�K�H��price of the Underlying Stock (which has a leverage 
factor of 1, i.e. no leverage). As such, Unitholders could, in certain circumstances including a bear 
market, face minimal or no returns, or may even suffer a complete loss, on such investments. The 
negative effect of compounding is more pronounced when combined with leverage and Daily 
rebalancing in volatile markets. 
 
The Product is designed as a trading tool for short-term market timing or hedging purposes, and is 
not intended for long term investment. It is only suitable for sophisticated trade-oriented investors 
who understand the potential consequences of seeking Daily leveraged results and the associated 
risks constantly monitor the performance of their holding on a daily basis.   
 
Path Dependency  
 
The objective of the Product is to �S�U�R�Y�L�G�H���L�Q�Y�H�V�W�P�H�Q�W���U�H�V�X�O�W�V���W�K�D�W�����E�H�I�R�U�H���I�H�H�V���D�Q�G���H�[�S�H�Q�V�H�V�����F�O�R�V�H�O�\��
�F�R�U�U�H�V�S�R�Q�G���W�R���W�Z�L�F�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N on a Daily basis only. Therefore the 
Product should not be equated with seeking a leveraged position for periods longer than a day. 
Investors in the Product should note that the point-to-point accumulated performance of the 
historical Daily leveraged performance of the Underlying Stock over a certain period may not be 
twice the point-to-point performance of the Underlying Stock over the same period of time due to 
�W�K�H�� �H�I�I�H�F�W�� �R�I�� �³�S�D�W�K�� �G�H�S�H�Q�G�H�Q�F�\�´�� �D�Q�G�� �F�R�P�S�R�X�Q�G�L�Q�J�� �R�I�� �W�K�H�� �'�D�L�O�\�� �U�H�W�X�U�Q�V�� �R�I�� �W�K�H��Underlying Stock. 
�3�O�H�D�V�H���U�H�I�H�U���W�R���W�K�H���V�H�F�W�L�R�Q���³�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\�´���D�E�R�Y�H�� 
 
Investors should exercise caution when holding the Product for longer than the rebalancing interval, 
i.e. one Business Day. The performance of the Product, when held overnight, may deviate from the 
leveraged performance of the Underlying Stock. 
 
Investment in Other Funds Risk  

�$�V���S�D�U�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\�����W�K�H���0�D�Q�D�J�H�U���P�D�\���L�Q�Y�H�V�W���L�Q���R�W�K�H�U active or passive 
investment products. The Product will be exposed to the risk of investing in another management 
�F�R�P�S�D�Q�\�¶�V�� �I�X�Q�G�V�� �Z�L�W�K�� �D�O�O�� �W�K�H�� �U�H�O�D�W�H�G�� �U�L�V�N�V�� �Z�K�L�F�K�� �D�W�W�D�F�K�� �W�R��listed or unlisted funds generally. In 
particular, as an investor in such funds, the Product will ultimately bear the fees and expenses of 



 
 
 

the underlying funds including management fees charged by the underlying management 
company. These charges will be in addition to the fees payable by the Product to the Manager.  

If the Product invests in other active or passive investment products managed by the Manager or 
Connected Person of the Manager, all initial charges and redemption charges on these listed or 
unlisted funds must be waived, and the Manager must not obtain rebate of any fees or charges 
levied by these funds or any quantifiable monetary benefits in connection with investments in these 
funds. In addition, where an underlying fund is managed by the Manager, all management and 
performance fees charged by the underlying fund will be waived for the Product. In case any 
conflicts of interest may still arise out of such investments, the Manager will use its best endeavours 
to resolve it fairly. 

Short -term Fixed Income Securities (including money market instruments) Risks  
 
Short-term fixed income securities risk  
 
The Product may invest in fixed income securities which are short-term or with short-term remaining 
maturities. It means the turnover rates of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���P�D�\���E�H���U�H�O�D�W�L�Y�H�O�\���K�L�J�K���D�Q�G���W�K�H��
transaction costs incurred as a result of the purchase or sale of such securities may increase which 
in turn may have a negative impact on the net asset value of the Product. 
 
Credit risk  
 
The Product is exposed to the credit/insolvency risk of issuers/guarantors of the fixed income and 
debt securities in which the Product may invest.  
 
Interest rate risk  
 
The Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�Q���I�L�[�H�G���L�Q�F�R�P�H���V�H�F�X�U�L�W�L�H�V���D�U�H���V�X�E�M�H�F�W���W�R���L�Q�W�H�U�H�V�W���U�D�W�H���U�L�V�N�����*�H�Q�H�U�D�O�O�\�����W�K�H��
prices of fixed income and debt securities rise when interest rates fall, whilst their prices fall when 
interest rates rise.  
 
Credit rating risk  
 
Credit ratings assigned by rating agencies are subject to limitations and do not guarantee the 
creditworthiness of the fixed income securities and/or the issuers/guarantors at all times. 
 
Credit rating downgrading risk  
 
In the event of a credit rating downgrading of the fixed income securities (or the issuers thereof) 
held by the Product, the Product�¶�V�� �Y�D�O�X�H�� �P�D�\�� �E�H�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�H�G�� �D�Q�G�� �L�Q�Y�H�V�W�R�U�V�� �P�D�\�� �V�X�I�I�H�U�� �D��
substantial loss as a result. The Manager may or may not be able to dispose of the fixed income 
instruments that are being downgraded. 
 
Sovereign debt risks  
 
Investment in sovereign debt obligations issued or guaranteed by governments may be exposed to 
political, social and economic risks. In adverse situations, the sovereign issuers/guarantors may 
not be able or willing to repay the principal and/or interest when due or may request the Product to 
participate in restructuring such debts. The Product may suffer significant losses when there is a 
default of sovereign debt issuers/guarantors.  
Passive Investments Risk  

�7�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���³�D�F�W�L�Y�H�O�\���P�D�Q�D�J�H�G�´ and, under normal market circumstances, the Manager will 
not adopt any temporary defensive position when the price of the Underlying Stock moves in an 
unfavourable direction. In such circumstances, Units of the Product will also decrease in value. 
Under extreme market circumstances, the Manager will adopt temporary defensive position for 



 
 
 

protection of the Product.  

Trading Difference Risks  

Premiums or discounts to the Net Asset Value may arise when the Product and its Underlying Stock 
trade on exchanges that are in different time zones. As the exchange of the Underlying Stock may 
be open when the Units are not priced, the value of the Produc�W�¶�V���S�R�U�W�I�R�O�L�R���P�D�\���F�K�D�Q�J�H���R�Q���G�D�\�V��
when investors will not be able to purchase or sell Units. On the other hand, if the exchange of the 
Underlying Stock is closed while the SEHK is open, this may affect the level of premium or discount 
of the trading price of the Product to its Net Asset Value. Volatility on the SEHK, as well as supply 
and demand for Units traded on the SEHK, may lead to the Units of the relevant Product trading at 
a premium or discount to the Net Asset Value. In case the trading of the Underlying Stock is 
suspended, the Product may encounter a higher level of premium or discount of the trading price 
of the Product to its Net Asset Value. The trading price of the Units may deviate significantly from 
Net Asset Value, particularly during volatile market conditions. 

Distributions Out Of or Effectively Out Of Capital Risk    

The Manager may, at its discretion make distributions out of capital. The Manager may also, at its 
discretion, make distributions out of gross income while all or part of the fees and expenses of a 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of the capital. Payment of distributions out of capital or effectively out of capital 
amo�X�Q�W�V���W�R���D���U�H�W�X�U�Q���R�U���Z�L�W�K�G�U�D�Z�D�O���R�I�� �S�D�U�W���R�I�� �D�Q���L�Q�Y�H�V�W�R�U�¶�V���R�U�L�J�L�Q�D�O���L�Q�Y�H�V�W�P�H�Q�W���R�U���I�U�R�P���D�Q�\���F�D�S�L�W�D�O��
gains attributable to that original investment. Any distributions involving payment of distributions out 
�R�I���R�U���H�I�I�H�F�W�L�Y�H�O�\���R�X�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���F�D�S�L�W�D�O���P�D�\���U�H�V�Xlt in an immediate reduction of the Net Asset 
�9�D�O�X�H���S�H�U���8�Q�L�W�����7�K�H���0�D�Q�D�J�H�U���P�D�\���D�P�H�Q�G���L�W�V���G�L�V�W�U�L�E�X�W�L�R�Q���S�R�O�L�F�\���V�X�E�M�H�F�W���W�R���W�K�H���6�)�&�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O��
�D�Q�G���E�\���J�L�Y�L�Q�J���Q�R�W���O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�� 

Proprietary Investment / Seed Money Risk  

The assets under management at any time during the life of the Product may include proprietary 
�P�R�Q�H�\�����R�U���³�V�H�H�G���P�R�Q�H�\�´�����L�Q�Y�H�V�W�H�G���E�\���R�Q�H���R�U���P�R�U�H���L�Q�W�H�U�H�V�W�H�G���S�D�U�W�L�H�V�����V�X�F�K���D�V���S�D�U�W�L�F�L�S�D�W�L�Q�J���G�H�D�O�H�U�V����
and such investment may constitute a significant portion of such assets under management. 
Investors should be aware that such an interested party may (i) hedge any of its investments in 
whole or part, thereby reducing or removing its exposure to the performance of the Product; and (ii) 
redeem its investment in the Product at any time, without notice to Unitholders. Such an interested 
party is under no obligation to take the interests of other Unitholders into account when making its 
investment decisions. There is no assurance that any such monies will continue to be invested in 
the Product by an interested party for any particular length of time. As many of the expenses of the 
Product are fixed, a higher amount of assets under management may reduce the expenses of the 
Product per Unit and a lower amount of assets under management may increase the expenses of 
the Product per Unit. As with any other redemption representing a material portion of the Product's 
assets under management, a significant redemption of any such proprietary investment may affect 
the management and/or performance of the Product and may, in certain circumstances (i) cause 
�U�H�P�D�L�Q�L�Q�J�� �L�Q�Y�H�V�W�R�U�V�¶�� �K�R�O�G�L�Q�J�V�� �W�R�� �U�H�S�U�H�V�H�Q�W�� �D�� �K�L�J�K�H�U�� �S�H�U�F�H�Q�W�D�J�H�� �R�I�� �W�K�H�� �1�H�W�� �$�V�V�H�W�� �9�D�O�X�H�� �R�I�� �W�K�H��
Product, (ii) cause other investors in the Product to redeem their investment, and/or (iii) lead the 
Manager, with the consultation of the Trustee, to determine that the Product, has become 
unmanageable and to consider taking exceptional measures, such as terminating the Product, in 
�D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �7�U�X�V�W�� �'�H�H�G���� �L�Q�� �Z�K�L�F�K�� �F�D�V�H�� �8�Q�L�W�K�R�O�G�H�U�V�¶�� �L�Qvestments would be redeemed in 
their entirety. 

Dual  Counter Trading R isks  

Dual Counter risk 

Investors without USD accounts may buy and sell HKD traded Units only. Such investors will not 
be able to buy or sell USD traded Units and should note that distributions are made in USD only. 



 
 
 

Inter-counter trading risk 

Although an investor may buy from one counter and sell the same on the other counter in the same 
day, it is possible that some brokers/intermediaries and Participants may not be familiar with and 
may not be able to (i) buy Units in one counter and to sell Units in the other, or (ii) trade Units in the 
USD counter and the HKD counter at the same time. In such case (i) to (ii), another broker, 
intermediary or Participant may need to be used. This may inhibit or delay dealing in the USD traded 
Units and HKD traded Units and may mean investors may only be able to trade their Units in one 
currency. Investors are recommended to check the readiness of their brokers/intermediaries in 
respect of the Dual Counter trading and inter-counter trading. 

Investors should therefore consult their brokers/intermediaries on the services that the 
brokers/intermediaries may provide in this regard along with the associated risks and fees. In 
particular, some brokers/intermediaries may not have in place systems and controls to facilitate 
inter-counter trading and/or inter-counter day trades. 

Difference in trading prices risk  

There is a risk that due to different factors such as market liquidity, market supply and demand in 
the respective counters and the exchange rate among USD and HKD, the market price on the 
SEHK of Units traded in USD may deviate significantly from the market price on the SEHK of Units 
traded in HKD. The trading price of USD traded Units or HKD traded Units is determined by market 
forces and so will not be the same as the trading price of Units multiplied by the prevailing rate of 
foreign exchange. Accordingly, when selling Units traded in USD or buying Units traded in USD, an 
investor may receive less or pay more than the equivalent amount in HKD if the trade of the relevant 
Units is in HKD and vice versa. There can be no assurance that the price of Units in each counter 
will be equivalent. 

Currency exchange risk  

Investors who bought Units on the HKD counter may be subject to currency exchange risk as the 
assets of the Product are denominated in USD and the Net Asset Value of the Product will be 
calculated in USD. 

USD Distributions Risk   

Investors should note that where a Unitholder holds Units traded under the HKD counter, the 
relevant Unitholder will only receive distributions in USD and not HKD. In the event the relevant 
Unitholder has no USD account, the Unitholder may have to bear the fees and charges associated 
with the conversion of such dividend from USD into HKD or any other currency. Unitholders are 
advised to check with their brokers concerning arrangements for distributions. 

Appendix dated 10 June 2026  
 



   
 

APPENDIX 19: CSOP MICROSTRATEGY DAILY ( -2X) INVERSE PRODUCT 

 
Key Information  

Set out below is a summary of key information in respect of the CSOP MicroStrategy Daily (-2x) 
Inverse Product (the �³�3�U�R�G�X�F�W�´�� which should be read together with the full text of this Appendix and 
the Prospectus. 

Investment Objective  

To provide investment results that, before fees and 

expenses, closely correspond to the two times inverse 

(-2x) of the Daily performance of the common stock of 

MicroStrategy Incorporated (NASDAQ: MSTR) 

Underlying Stock  MicroStrategy Incorporated (NASDAQ: MSTR) 

Initial Offer Period  

9:00 a.m. (Hong Kong time) of 19 March 2025 to 4:30 

p.m. (Hong Kong time) of 20 March 2025, or such other 

date as the Manager may determine 

Initial Issue Date  
21 March 2025, or such other date as the Manager may 

determine  

Issue Price during the Initial 

Offer Period  
USD10 

Listing Date (SEHK)  
Expected to be 24 March 2025, but may be postponed 

by the Manager to a date no later than 24 April 2025 

Exchange Listing  SEHK �± Main Board 

Stock Code  
USD Counter: 9399 

HKD Counter: 7399 

Short Stock Name  
USD Counter: XI2CSOPMSTR-U 

HKD Counter: XI2CSOPMSTR 

Trading Board Lot Size  
USD Counter: 10 Units 

HKD Counter: 10 Units 

Base Currency  USD 

Trading Currenc ies  
USD Counter: US Dollars (USD) 

HKD Counter: Hong Kong Dollars (HKD) 

Distribution Policy  
The Manager intends to distribute income to 
Unitholders annually (in December) having regard to 
the Product�¶s net income after fees and costs.  



   
 

Further, the Manager may, at its discretion, pay 
distributions out of capital or out of gross income while 
all or part of the fees and expenses are charged to 
capital, resulting in an increase in distributable income 
for the payment of distributions and therefore, 
distributions may be paid effectively out of capital. 
There is no guarantee of any regular distribution. 

All Units will receive distributions in the base currency 
(USD) only. 

Creation/Redemption Policy  Cash (USD) only 

Application Unit Size (only by or 

through Participating Dealers)  
Minimum 50,000 Units (or multiples thereof) 

Dealing Deadline  

5:30 p.m. (Hong Kong time) on the relevant Dealing 

Day, or such other time as the Manager (with the 

approval of the Trustee) may determine  

Management Fee  Currently 1.6% per year of the Net Asset Value  

Financial Year End  

31 December (The first financial year-end of the Product 

will be 31 December 2025. The first audited accounts 

and the first semi-annual unaudited interim reports of the 

Product will be for the period ending 31 December 2025 

and 30 June 2026 respectively.)  

Website  https://www.csopasset.com/en/products/hk-mstr-2i 

 

What is the Investment Objective?  

The investment objective of the Product is to provide investment results that, before fees and 
expenses, closely correspond to the two times inverse (-2x) of the Daily performance of the 
common stock of MicroStrategy Incorporated (NASDAQ: MSTR) ���W�K�H���³Underlying Stock �´��.  The 
Product does not seek to achieve its stated investment objective over a period of time 
greater than one day . 

What is the Investment S trategy?   

The Product seeks to achieve its investment objective by using a Swap-based synthetic 
replication strategy as discussed below. 

The investment strategy of the Product is subject to the investment and borrowing restrictions set 
out in Part 1 of this Prospectus. 

�6�Z�D�S���E�D�V�H�G���V�\�Q�W�K�H�W�L�F���U�H�S�O�L�F�D�W�L�R�Q���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\ 

�6�\�Q�W�K�H�W�L�F���5�H�S�O�L�F�D�W�L�R�Q���X�V�L�Q�J���6�Z�D�S 

The Product will enter into more than one partially-funded Swaps (which are over-the counter 
financial derivative instruments entered into with more than one Swap Counterparties) whereby 
the Product will provide a portion of the net proceeds from subscription from the issue of the Units 

 

https://www.csopasset.com/en/products/hk-mstr-2i


   
 

�D�V���L�Q�L�W�L�D�O���P�D�U�J�L�Q�����³�,�Q�L�W�L�D�O���$�P�R�X�Q�W�´�����W�R���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�L�H�V���Z�K�L�F�K���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q��
appointed by the Trustee in segregated accounts and will only be transferred to the Swap 
Counterparties when the Product defaults and in return the Swap Counterparties will provide the 
Product with an exposure to the Underlying Stock (net of transaction costs). 

Initial Amount 

No more than 85% of the Net Asset Value of the Product from time to time will be used as Initial 
Amount by way of cash and listed units of money market funds authorised by the SFC to acquire 
the Swaps. 

�8�Q�G�H�U�� �H�[�F�H�S�W�L�R�Q�D�O�� �F�L�U�F�X�P�V�W�D�Q�F�H�V�� ���H���J���� �L�Q�F�U�H�D�V�H�G��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\�� �L�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �W�X�U�E�X�O�H�Q�F�H������ �W�K�H��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �P�D�\�� �L�Q�F�U�H�D�V�H��
�V�X�E�V�W�D�Q�W�L�D�O�O�\���� �7�K�H�� �,�Q�L�W�L�D�O���$�P�R�X�Q�W�� �Z�L�O�O�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�X�V�W�R�G�L�D�Q�� �D�S�S�R�L�Q�W�H�G�� �E�\�� �W�K�H��
�7�U�X�V�W�H�H�� �Z�K�R�� �Z�L�O�O�� �K�R�O�G�� �W�K�H�� �D�P�R�X�Q�W�� �I�R�U�� �W�K�H�� �3�U�R�G�X�F�W�� �L�Q�� �G�H�V�L�J�Q�D�W�H�G�� �D�F�F�R�X�Q�W�V���� �D�Q�G�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���K�D�Y�H���D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���R�Y�H�U���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W�����D�Q�G���W�K�H���U�H�O�H�Y�D�Q�W���D�F�F�R�X�Q�W�V�����X�S�R�Q��
�V�X�F�K���W�U�D�Q�V�I�H�U�����7�K�H�U�H���L�V���Q�R���W�U�D�Q�V�I�H�U���R�I���O�H�J�D�O���W�L�W�O�H�����D�Q�G���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�P�D�L�Q�V���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�����E�X�W��
�D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���Z�L�O�O���E�H���F�U�H�D�W�H�G���W�K�H�U�H�X�S�R�Q���L�Q���I�D�Y�R�X�U���R�I���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 

Other investments 

Not less than 15% of the Net Asset Value (this percentage may be reduced proportionately under 
exceptional circumstances where there is a higher Initial Amount requirement, as described 
above) will be invested in cash (HKD or USD) and other HKD or USD denominated investment 
products, such as deposits with banks in Hong Kong and HKD or USD denominated short-term 
(i.e. maturity less than 3 years) investment-grade bonds and money market funds in accordance 
with the requirements of the Code. Yield in HKD or USD (as the case may be) from such cash 
and �L�Q�Y�H�V�W�P�H�Q�W�� �S�U�R�G�X�F�W�V�� �Z�L�O�O�� �E�H�� �X�V�H�G�� �W�R�� �P�H�H�W�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �I�H�H�V�� �D�Q�G�� �H�[�S�H�Q�V�H�V�� �D�Q�G�� �D�I�W�H�U��
deduction of such fees and expenses, the remainder will be distributed by the Manager to the 
Unitholders in USD.  

No more than 10% of the Net Asset Value may be invested in collective investment schemes 
which may be eligible schemes (as defined by the SFC) or authorised by the SFC in accordance 
with all the applicable requirements of the Code. For the avoidance of dou�E�W���� �W�K�H�� �3�U�R�G�X�F�W�¶�V��
investment in the money market funds mentioned in the preceding paragraph is not subject to 
this limit. Any investment in ETFs will be considered and treated as collective investment 
schemes for the purposes of and subject to the requirements in 7.11A and 7.11B of the Code.  

For the avoidance of doubt, the Product will not invest in collective investment schemes which 
are non-eligible schemes and not authorised by the SFC. 

All investments of the Product other than Swaps will comply with 7.36 to 7.38 of the Code. The 
Manager has no current intention to enter into any securities lending, repurchase and reverse 
repurchase or similar transaction in respect of the Product.  

Collateral 

Counterparty Exposure 

Collateral arrangements will be taken in relation to these derivative transactions with a view that 
the percentage of the counterparty risk exposure (expressed as a percentage of net assets) is 
reduced to zero. 
 
To collateralise the mark-to-market exposure under the relevant Swap, additional amounts will 
be transferred as variation margin (either by the Product to the Swap Counterparty or vice versa) 
on each business day during the Swap transaction.  Such variation margin will be transferred by 
way of title transfer, or by way of a security interest with a right of use (analogous to title transfer) 
granted thereon. During this process, the Manager will manage the Product to ensure that the 
collateral held by the Product will represent at least 100% of the �3�U�R�G�X�F�W�¶�V gross total counterparty 
risk exposure and be maintained, marked-to-market on a daily basis, with a view to ensuring that 



   
 

there is no uncollateralised counterparty risk exposure at the end of a trading day (subject to  
intra-day price movements, market risk and settlement risk etc.). If the collateral held by the 
�3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I��
any trading day T, by the end of that trading day T, the Manager will generally require that each 
Swap Counterparty deliver additional collateral assets (i.e. variation margin) to make up for the 
difference in value, with the settlement of such delivery expected to occur on or before trading 
day T+2. 
 
Each Swap Counterparty will deliver collateral with a view to reduce the net exposure of the 
Product to each counterparty to 0% (zero per cent), although a minimum transfer amount of up 
to USD250,000 (or currency equivalent) will be applicable. 
 
Diagrammatic Illustration of Synthetic Replication Strategy 
 
Please see below a diagram illustrating the operation of the swap-based synthetic replication 
investment strategy above: 
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���7�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���V�X�E�M�H�F�W���W�R���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W�� 

 
Swap Transaction 
 
Each Swap is documented by a confirmation which supplements, forms part of and is governed 
by a 2002 ISDA Master Agreement with schedule thereto (together with an ISDA Credit Support 
Annex and/or ISDA Credit Support Deed in respect thereof), in each case, entered into by the 
Trustee on behalf of the Product and the Swap Counterparty. ISDA documentation is published 
by the International Swaps and Derivatives Association, Inc. 
 
Prior to commencing any transaction with a Swap Counterparty under a Swap, the Manager has 
obtained (if such Swap Counterparty is an existing swap counterparty) or will obtain (if such Swap 
Counterparty is a new swap counterparty) legal opinions or such other confirmations or 
assurances from the Swap Counterparties reasonably acceptable to the Product, confirming that 
(a) such Swap Counterparty has the capacity and authority to enter into the relevant Swap and 
(b) the obligations expressed to be assumed by such Swap Counterparty under the relevant Swap 
constitute legal, valid, binding obligations of the Swap Counterparty enforceable against it in 
accordance with their terms. The enforceability of the termination, bilateral close-out netting and 
multibranch netting provisions in the 2002 ISDA Master Agreement in the relevant jurisdictions in 
which enforcement action may be brought is covered by standard netting opinions commissioned 
�E�\���,�6�'�$�����,�Q���U�H�V�S�H�F�W���R�I���H�D�F�K���6�Z�D�S�����Q�R�Q�H���R�I���W�K�H���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U���W�K�H���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´��

�6�Z�D�S�� 

�� 

�&�X�V�W�R�G�L�D�Q���K�R�O�G�V���W�K�H��
�F�R�O�O�D�W�H�U�D�O���R�Q���E�H�K�D�O�I���R�I��

�W�K�H���3�U�R�G�X�F�W�
 

�� 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\ �3�U�R�G�X�F�W 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���S�U�R�Y�L�G�H�V���W�R���3�U�R�G�X�F�W���D�Q���H�[�S�R�V�X�U�H��

�W�R���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H���������[�����R�I���W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I��

�W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����Q�H�W���R�I���W�U�D�Q�V�D�F�W�L�R�Q���F�R�V�W�V�� 
 

�7�K�H�� �3�U�R�G�X�F�W�� �S�U�R�Y�L�G�H�V�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�H��

�,�Q�L�W�L�D�O�� �$�P�R�X�Q�W�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��

�D�S�S�R�L�Q�W�H�G���E�\���W�K�H���7�U�X�V�W�H�H���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���D�Q�G��

�Z�L�O�O�� �R�Q�O�\�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\��

�Z�K�H�Q���W�K�H���3�U�R�G�X�F�W���G�H�I�D�X�O�W�V 

�� 
�(�D�F�K���S�D�U�W�\���S�U�R�F�X�U�H�V���F�R�O�O�D�W�H�U�D�O�����L���H�����Y�D�U�L�D�W�L�R�Q���P�D�U�J�L�Q�����W�R���E�H��

�G�H�O�L�Y�H�U�H�G���W�R���W�K�H���R�W�K�H�U���S�D�U�W�\���Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H��

�L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���P�D�U�N���W�R���P�D�U�N�H�W���U�L�V�N���H�[�S�R�V�X�U�H���D�W���W�K�H��

�H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\ 



   
 

contained in the 2002 ISDA Master Agreement has been disapplied in respect of the relevant 
Swap Counterparty (although some of them have been amended to reflect the nature of the Swap 
�&�R�X�Q�W�H�U�S�D�U�W�\�����W�K�H���7�U�X�V�W�H�H���D�Q�G���W�K�H���3�U�R�G�X�F�W���D�Q�G���F�H�U�W�D�L�Q���³�$�G�G�L�W�L�R�Q�D�O���7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´���K�D�Y�H���D�O�V�R��
been inserted in respect of the Trustee and the Product). The Trustee (on behalf of the Product) 
�K�D�V���W�K�H���U�L�J�K�W�����L�Q���W�K�H���H�Y�H�Q�W���R�I���L�Q�V�R�O�Y�H�Q�F�\���R�U���W�K�H���R�F�F�X�U�U�H�Q�F�H���R�I���F�H�U�W�D�L�Q���R�W�K�H�U���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U��
�³�7�H�U�P�L�Q�D�W�L�R�Q�� �(�Y�H�Q�W�V�´�� �R�I�� �W�K�H�� �6�Z�D�S�� �&�Runterparty that are continuing at the relevant time, to 
terminate the Swap on behalf of the Product at any time (such termination may take effect 
immediately) and without any approval from the Swap Counterparty. 
 
The actual termination events vary according to the negotiation between the Manager and each 
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����7�K�H���I�R�O�O�R�Z�L�Q�J�V���D�U�H���V�R�P�H���H�[�D�P�S�O�H�V���R�I���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´�� 

 
(a) decline in the Net Asset Value of the Product to a prescribed triggering level;  

  
(b) illegality of other similar events which affects the ability of the Swap Counterparty or the 

Product to perform its obligations under the Swap agreement; 
 

(c) change of Manager or Trustee; and 
 

(d) termination of the Product.  
 
Criteria for Selection of Swap Counterparty  
 
In selecting a Swap Counterparty (or a replacement Swap Counterparty), the Manager will have 
regard to a number of criteria, including but not limited to the fact that the prospective Swap 
Counterparty or its guarantor is a substantial financial institution (as defined under the Code) 
subject to an on-going prudential and regulatory supervision,��or such other entity acceptable to 
the SFC under the Code. The Manager may also impose such other selection criteria as it 
considers appropriate. A Swap Counterparty must be independent of the Manager.  
 
As at the date of this Prospectus, the Swap Counterparties to the Product and their guarantors 
(where relevant) are:  
 
Swap Counterparty  Place of incorporation of 

the Swap Counterparty  
�6�W�D�Q�G�D�U�G�� �	�� �3�R�R�U�¶�V�� �F�U�H�G�L�W��
rating  

J.P.Morgan Securities PLC United Kingdom �$�$�� 

Societe Generale France A 

Citigroup Global Markets Limited United Kingdom A+ 

 
The Manager will publish, inter alia, the latest list of the identity of the Swap Counterparty of the 
�3�U�R�G�X�F�W�����D�V���Z�H�O�O���D�V���W�K�H���3�U�R�G�X�F�W�¶s gross and net exposure to each such Swap Counterparty, on 
�W�K�H���0�D�Q�D�J�H�U�¶�V���Z�H�E�V�L�W�H���D�W��https://www.csopasset.com/en/products/hk-mstr-2i (which has not been 
reviewed by the SFC). 

Collateral Arrangements 

The Manager seeks the provision of collateral to mitigate potential counterparty risks, with a view 
to ensuring that there is no uncollateralized counterparty risk exposure subject to the minimum 
�W�U�D�Q�V�I�H�U���D�P�R�X�Q�W�V���G�H�V�F�U�L�E�H�G���L�Q���W�K�H���V�H�F�W�L�R�Q���K�H�D�G�H�G���³�&�R�X�Q�W�H�U�S�D�U�W�\���(�[�S�R�V�X�U�H�´���D�E�R�Y�H. The collateral 
held by the Product should represent at least 100% of the Product�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
exposure towards the Swap Counterparties, with the value of the collateral marked to market by 

https://www.csopasset.com/en/products/hk-mstr-2i


   
 

the end of each trading day. Where collateral taken is in the nature of cash and/or government 
bonds, the market value of such cash and/or government bond collateral should represent at least 
100% of the related gross counterparty risk exposure towards the Swap Counterparties.   
 
Collateral may take such form as the Manager considers appropriate, and currently it is in the 
form of bonds and/or cash. If a Swap Counterparty becomes insolvent, or if a Swap Counterparty 
fails to pay any sum payable under the Swap when due and after a demand has been made, or 
if other events of default specified in the relevant swap agreement occur, the Product, subject to 
the terms of the swap agreement, shall be entitled to enforce the relevant collateral and obtain 
full title thereof. In such instances, the Product�¶�V���R�E�O�L�J�D�W�L�R�Q�V���W�R���U�H�W�X�U�Q���W�K�H���F�R�O�O�D�W�H�U�D�O���Z�L�O�O���E�H���R�I�I�V�H�W��
�D�J�D�L�Q�V�W���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���R�E�O�L�J�D�W�L�R�Q���W�R���S�D�\���X�Q�G�H�U���W�K�H���V�Z�D�S���D�J�U�H�H�P�H�Q�W��  
 
The Manager has adopted measures to monitor the eligibility criteria and valuation of collateral 
provided to the Product on an ongoing basis.  
 
Collaterals taken by the Product shall comply with all applicable requirements under the Code, 
including Chapter 8.8(e) of the Code as supplemented by such other guidance from the SFC from 
time to time.  
 
The following criteria will be observed when accepting assets as collaterals for the Product: 
liquidity, daily valuation, credit quality, price volatility, diversification, correlation, management of 
operational and legal risks, enforceability, not being availability for secondary recourse and 
involving no structured product. Only cash collateral will be reinvested in accordance with the 
collateral policy set out in Part 1 of this Prospectus.   
 
The details of the collateral requirements required under the Code and the collateral policy of the 
Trust and the Product are set out in Part 1 of this Prospectus. 
 
Collateral provided to the Product must be held by the Trustee or any custodian duly appointed 
by the Trustee.  
 
�'�H�W�D�L�O�V�� �R�I�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �P�D�Q�D�J�H�P�H�Q�W�� �S�R�O�L�F�\�� �F�D�Q�� �E�H�� �I�R�X�Q�G�� �D�W�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H���D�W��
�K�W�W�S�V�������Z�Z�Z���F�V�R�S�D�V�V�H�W���F�R�P���H�Q���S�U�R�G�X�F�W�V���K�N���P�V�W�U�����L�����Z�K�L�F�K���K�D�V���Q�R�W���E�H�H�Q���U�H�Y�L�H�Z�H�G���E�\���W�K�H���6�)�&��.  
 
�7�K�H���3�U�R�G�X�F�W�¶�V��net derivative exposure may be more than 100% of its Net Asset Value. 

The Product's net derivative exposure to financial derivative instruments will not exceed -202% of 
its Net Asset Value (i) at the time of Daily rebalancing of the Product, (ii) between Daily rebalancing, 
unless due to market movements.  

Swap Fees  

�7�K�H���3�U�R�G�X�F�W���Z�L�O�O���E�H�D�U���W�K�H���V�Z�D�S���I�H�H�V�����Z�K�L�F�K���L�Q�F�O�X�G�H�V���D�O�O���F�R�V�W�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���6�Z�D�S���W�U�D�Q�V�D�F�W�L�R�Q�V��
�D�Q�G���D�U�H���V�X�E�M�H�F�W���W�R���W�K�H���G�L�V�F�X�V�V�L�R�Q���D�Q�G���F�R�Q�V�H�Q�V�X�V���E�H�W�Z�H�H�Q���W�K�H���0�D�Q�D�J�H�U���D�Q�G���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\��
�E�D�V�H�G���R�Q���W�K�H���D�F�W�X�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V���R�Q���D���F�D�V�H���E�\���F�D�V�H���E�D�V�L�V�����7�K�H���V�Z�D�S���I�H�H�V���U�H�S�U�H�V�H�Q�W���D��
�Y�D�U�L�D�E�O�H�� �V�S�U�H�D�G�� ���Z�K�L�F�K�� �F�D�Q�� �E�H�� �S�R�V�L�W�L�Y�H�� �R�U�� �Q�H�J�D�W�L�Y�H���� �S�O�X�V���6�2�)�5���Z�K�L�F�K�� �U�H�I�O�H�F�W�V���W�K�H�� �E�U�R�N�H�U�D�J�H��
�F�R�P�P�L�V�V�L�R�Q�� �D�Q�G���W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �L�Q�� �R�U�G�H�U�� �W�R��
�S�U�R�Y�L�G�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���� 

�,�I���W�K�H���V�Z�D�S���I�H�H�����6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���S�R�V�L�W�L�Y�H���I�L�J�X�U�H�����W�K�H�Q���L�W���Z�L�O�O���E�H���E�R�U�Q�H���E�\���W�K�H���3�U�R�G�X�F�W���D�Q�G���P�D�\��
�K�D�Y�H���D�Q���D�G�Y�H�U�V�H���L�P�S�D�F�W���R�Q���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H���D�Q�G���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����D�Q�G���P�D�\���U�H�V�X�O�W��
�L�Q�� �D�� �Q�H�J�D�W�L�Y�H�� �L�P�S�D�F�W�� �R�Q�� �W�K�H�� �W�U�D�F�N�L�Q�J�� �G�L�I�I�H�U�H�Q�F�H�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W���� �2�Q�� �W�K�H�� �F�R�Q�W�U�D�U�\���� �L�I�� �W�K�H�� �V�Z�D�S���I�H�H��
���6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���Q�H�J�D�W�L�Y�H���I�L�J�X�U�H�����W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���S�D�\���W�K�H���V�Z�D�S���I�H�H���W�R���W�K�H���3�U�R�G�X�F�W��
�D�Q�G���P�D�\���O�H�D�G���W�R���D���S�R�V�L�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���W�U�D�F�N�L�Q�J���G�L�I�I�H�U�H�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����F�X�U�U�H�Q�W�O�\���W�K�H���V�Z�D�S���I�H�H�V��
�D�U�H���H�[�S�H�F�W�H�G���W�R���U�D�Q�J�H���I�U�R�P�������������� �W�R������ ���������� �S�H�U���D�Q�Q�X�P���R�I�� �W�K�H���6�Z�D�S���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W�����L���H�����I�U�R�P��
���� �����������W�R������ �����������S�H�U���D�Q�Q�X�P���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����7�K�L�V���L�V���D���E�H�V�W���H�V�W�L�P�D�W�H���R�Q�O�\���D�Q�G��
�P�D�\�� �G�H�Y�L�D�W�H�� �I�U�R�P�� �W�K�H�� �D�F�W�X�D�O�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V������ �,�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V�� �D�Q�G���H�[�F�H�S�W�L�R�Q�D�O��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���� �W�K�H�� �E�U�R�N�H�U�D�J�H�� �F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I���I�L�Q�D�Q�F�L�Q�J�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���K�H�G�J�H���P�D�\���L�Q�F�U�H�D�V�H���V�L�J�Q�L�I�L�F�D�Q�W�O�\���D�Q�G���L�Q���U�H�W�X�U�Q���L�Q�F�U�H�D�V�H���W�K�H���V�Z�D�S���I�H�H�V�����:�K�H�Q���W�K�H���D�F�W�X�D�O��
�V�Z�D�S�� �I�H�H�� �O�H�Y�H�O�� �H�[�F�H�H�G�V���W�K�H�� �G�L�V�F�O�R�V�H�G�� �O�H�Y�H�O���� �W�K�H�� �0�D�Q�D�J�H�U�� �Z�L�O�O�� �L�V�V�X�H�� �Q�R�W�L�F�H�� �W�R�� �W�K�H���L�Q�Y�H�V�W�R�U�V�����7�K�H��

https://www.csopasset.com/en/products/hk-mstr-2i


   
 

�3�U�R�G�X�F�W�� �V�K�D�O�O�� �E�H�D�U�� �W�K�H�� �V�Z�D�S�� �I�H�H�V�� ���L�Q�F�O�X�G�L�Q�J�� �D�Q�\�� �F�R�V�W�V�� �D�V�V�R�F�L�D�W�H�G�� �Z�L�W�K�� �W�K�H�� �H�Q�W�H�U�L�Q�J�� �L�Q�W�R���� �R�U��
�X�Q�Z�L�Q�G�L�Q�J�� �R�U�� �P�D�L�Q�W�H�Q�D�Q�F�H�� �R�I���� �D�Q�\�� �K�H�G�J�L�Q�J�� �D�U�U�D�Q�J�H�P�H�Q�W�V�� �L�Q���U�H�V�S�H�F�W���R�I�� �V�X�F�K�� �6�Z�D�S�V�������6�Z�D�S�� �I�H�H�V��
�D�U�H�� �D�F�F�U�X�H�G�� �G�D�L�O�\�� �D�Q�G�� �V�S�U�H�D�G�� �R�X�W�� �R�Y�H�U�� �W�K�H�� �P�R�Q�W�K�����7�K�H�� �P�D�[�L�P�X�P�� �X�Q�Z�L�Q�G�L�Q�J�� �I�H�H�� �S�D�\�D�E�O�H�� �E�\�� �W�K�H��
�3�U�R�G�X�F�W���L�V�������E�S�V���S�H�U���W�U�D�Q�V�D�F�W�L�R�Q���R�Q���W�K�H���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W���R�I���W�K�H���6�Z�D�S���X�Q�Z�R�X�Q�G�� 

The Manager will disclose the swap fees in the semi-annual and annual financial reports of the 
Product. The swap fees will be borne by the Product and hence may have an adverse impact on 
the Net Asset Value and the performance of the Product, and may result in higher tracking error.  

Daily rebalancing of the Produc t 

The Product will rebalance its position on a day when the SEHK and the NASDAQ are open for 
trading (i.e. a Business Day). On such days the Product will seek to rebalance its portfolio at or 
around the close of trading of the NASDAQ, by decreasing exposure in response to the Underlying 
Stock�¶�V���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H����-2x) Daily gains or increasing exposure in response to the Underlying 
Stock�¶�V�� �W�Z�R�� �W�L�P�H�V�� �L�Q�Y�H�U�V�H�� ��-2x) Daily losses, so that its Daily inverse exposure ratio to the 
Underlying Stock �L�V���F�R�Q�V�L�V�W�H�Q�W���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���� 

The table below illustrates how the Product as an inverse product will rebalance its position 
following the movement of the price of the underlying Stock by the end of trading of the relevant 
markets.  Assuming that the initial Net Asset Value of the Product is 100 on day 0, the Product will 
need to have an exposure of -200 to meet the objective of the Product. If the price of the Underlying 
Stock decreases by 10% during the day, the Net Asset Value of the Product would have increased 
to 120, making the exposure of the Product -180. As the Product needs an exposure of -240, which 
is -2x the Product�¶�V��Net Asset Value at closing, the Product will need to rebalance its position by 
an additional -60.  Day 1 illustrates the rebalancing requirements if the price of the Underlying 
Stock increases by 5% on the subsequent day.   

  Calculation  Day 0 Day 1 Day 2 

(a) Initial Product NAV   ������  ������  ������  

(b) Initial exposure (b) = (a) × -2 ��������  ��������  ��������  

(c) Daily change of price of Underlying 
Stock (%)   ��������  ����  ������  

(d) Profit / loss on exposure (d) = (b) × (c)  ����  ������  �������� 

(e) Closing Product NAV (e) = (a) + (d) ������  ������  ���������� 

(f) Exposure (f) = (b) × (1+(c))  ��������  ��������  ������������ 

(g) Target exposure to maintain 

inverse ratio (g) = (e) × -2 
��������  ��������  ������������ 

(h) Required rebalancing amounts (h) = (g) - (f) ������  ����  ���������� 

 
The above figures are calculated before fees and expenses.   
 
Underlying Stock  

MicroStrategy Incorporated operates as one of the largest Bitcoin treasury companies in the world 
and it offers a range of securities including equity and fixed income instruments to provide investors 
varying degrees of economic exposure to Bitcoin. It is also a provider of enterprise-ready analytics, 
mobile, and security software platforms. MicroStrategy Incorporated is listed on the NASDAQ, a 
stock exchange based in the US. 

Borrowing policy  and restriction  

Borrowing against the assets of the Product is allowed up to a maximum of 10% of its latest 
available Net Asset Value, only on a temporary basis for the purposes of meeting redemption 



   
 

requests or defraying operating expenses.  
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�����[�� �W�K�H�� �D�F�F�X�P�X�O�D�W�L�Y�H�� �U�H�W�X�U�Q���R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���R�Y�H�U�� �D�� �S�H�U�L�R�G�� �J�U�H�D�W�H�U�� �W�K�D�Q�������%�X�V�L�Q�H�V�V�� �'�D�\����
�7�K�L�V���P�H�D�Q�V���W�K�D�W���W�K�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���R�I���W�L�P�H���J�U�H�D�W�H�U���W�K�D�Q���D���V�L�Q�J�O�H���G�D�\��
�P�X�O�W�L�S�O�L�H�G���E�\���������������J�H�Q�H�U�D�O�O�\���Z�L�O�O���Q�R�W���H�T�X�D�O���������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���R�Y�H�U���W�K�D�W���V�D�P�H��
�S�H�U�L�R�G�����,�W���L�V���D�O�V�R���H�[�S�H�F�W�H�G���W�K�D�W���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���X�Q�G�H�U�S�H�U�I�R�U�P���W�K�H���U�H�W�X�U�Q���R�I���������������R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N���L�Q�� �D�� �W�U�H�Q�G�O�H�V�V�� �R�U�� �I�O�D�W�� �P�D�U�N�H�W���� �� �7�K�L�V�� �L�V�� �F�D�X�V�H�G�� �E�\�� �F�R�P�S�R�X�Q�G�L�Q�J���� �Z�K�L�F�K�� �L�V�� �W�K�H�� �D�F�F�X�P�X�O�D�W�L�Y�H��
�H�I�I�H�F�W���R�I���S�U�H�Y�L�R�X�V���H�D�U�Q�L�Q�J�V���J�H�Q�H�U�D�W�L�Q�J���H�D�U�Q�L�Q�J���R�U���O�R�V�V�H�V���L�Q���D�G�G�L�W�L�R�Q���W�R���W�K�H���S�U�L�Q�F�L�S�D�O���D�P�R�X�Q�W�����D�Q�G���Z�L�O�O��
�E�H���D�P�S�O�L�I�L�H�G���E�\���W�K�H���Y�R�O�D�W�L�O�L�W�\���R�I���W�K�H���P�D�U�N�H�W���D�Q�G���W�K�H���K�R�O�G�L�Q�J���S�H�U�L�R�G���R�I���W�K�H���3�U�R�G�X�F�W���� �� �7�K�H���I�R�O�O�R�Z�L�Q�J��
�V�F�H�Q�D�U�L�R�V���L�O�O�X�V�W�U�D�W�H���K�R�Z���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���G�H�Y�L�D�W�H���I�U�R�P���W�K�D�W���R�I���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q��
�������[�����R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���R�Y�H�U�� �D�� �O�R�Q�J�H�U�� �S�H�U�L�R�G�� �R�I�� �W�L�P�H�� �L�Q�� �Y�D�U�L�R�X�V�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V���� �� �$�O�O�� �W�K�H��
�V�F�H�Q�D�U�L�R�V���D�U�H���E�D�V�H�G���R�Q���D���K�\�S�R�W�K�H�W�L�F�D�O�������������L�Q�Y�H�V�W�P�H�Q�W���L�Q���W�K�H���3�U�R�G�X�F�W�� 

Scenario 1:  Upward trending market  

�,�Q���D���F�R�Q�W�L�Q�X�R�X�V���X�S�Z�D�U�G���W�U�H�Q�G�����Z�K�H�U�H���W�K�H���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���U�L�V�H�V���V�W�H�D�G�L�O�\���I�R�U���P�R�U�H���W�K�D�Q��
�����%�X�V�L�Q�H�V�V���'�D�\�����W�K�H���3�U�R�G�X�F�W�¶�V���D�F�F�X�P�X�O�D�W�H�G���O�R�V�V���Z�L�O�O���E�H���O�H�V�V���W�K�D�Q�������[���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���J�D�L�Q���L�Q���W�K�H��
�S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���L�O�O�X�V�W�U�D�W�H�G���L�Q���W�K�H���V�F�H�Q�D�U�L�R���E�H�O�R�Z�����Z�K�H�U�H���D�Q���L�Q�Y�H�V�W�R�U���K�D�V���L�Q�Y�H�V�W�H�G��
�L�Q���W�K�H���3�U�R�G�X�F�W���R�Q���G�D�\�������D�Q�G���W�K�H���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���J�U�R�Z�V���E�\�����������G�D�L�O�\���I�R�U�������%�X�V�L�Q�H�V�V��
�'�D�\�V�����E�\���G�D�\�������W�K�H���3�U�R�G�X�F�W���Z�R�X�O�G���K�D�Y�H���D�Q���D�F�F�X�P�X�O�D�W�H�G���O�R�V�V���R�I������ �������F�R�P�S�D�U�H�G���Z�L�W�K���D������ �����O�R�V�V��
�Z�K�L�F�K���L�V�������[���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�� 
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Scenario  2:  Downward trending market  
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Scenario  3:  Volatile upward trend  
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Scenario  4: Volatile downward trend  

In a volatile downward trend, where the price �R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N generally moves downward 
�R�Y�H�U���D���S�H�U�L�R�G���O�R�Q�J�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\���E�X�W���Z�L�W�K���G�D�L�O�\���Y�R�O�D�W�L�O�L�W�\�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\��
�E�H���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W�H�G���L�Q���W�K�D�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���I�D�O�O���V�K�R�U�W���R�I��-2x the accumulative return 
of the �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N. As illustrated in the scenario below, where the price �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N falls by 7% over 5 Business Days but with daily volatility, the Product would have an 
accumulated loss of 0.2%, compared with a 15% gain which is -2x the accumulative return �R�I���W�K�H��
�8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N. 
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The chart below further illustrates the difference between ���L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L���������[���W�K�H��
�D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G�����L�L�L�����D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N����
in a volatile downward market trend over a period greater than 1 Business Day.  
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Scenario  5:  Volatile market with flat performance  of the Underlying Stock  

�,�Q���D���Y�R�O�D�W�L�O�H���P�D�U�N�H�W���Z�L�W�K���I�O�D�W���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����W�K�H���D�I�R�U�H�P�H�Q�W�L�R�Q�H�G���F�R�P�S�R�X�Q�G�L�Q�J��
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in a volatile market with flat performance �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N over a period greater than 1 
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Business Day.   

 

 

The chart below sets out the difference between (a) -2x inverse product accumulative return and 
(b) -2x of accumulative return of the Underlying Stock in this scenario. 
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As explained above, the Product tracks the two times inverse (-2x) performance of the �8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N, if observed on a Daily basis. However, due to path dependency of the performance of the 
Underlying Stock and the two times inverse (-2x) Daily performance of the Underlying Stock, when 
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comparing the performance of the Underlying Stock and the -2x performance of the Underlying 
Stock for a period longer than one day (i.e. comparison of the point-to-point performance), the 
historical -2x performance of the Underlying Stock will not be equal to the simple -2x performance 
of the Underlying Stock over the same period of time. 
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�'�H�D�O�L�Q�J�V���L�Q���W�K�H���8�Q�L�W�V���R�Q���W�K�H���6�(�+�.���F�R�P�P�H�Q�F�H�G���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H�� 
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�x �3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���P�D�\���D�S�S�O�\���I�R�U��
�F�U�H�D�W�L�R�Q���I�R�U���W�K�H�P�V�H�O�Y�H�V���R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V��
�L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H�� �� 

 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q������ ���0�D�U�F�K��
�������� ���E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\���W�K�H��
�0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������D���P�������+�R�Q�J��
�.�R�Q�J���W�L�P�H�����R�Q���������$�S�U�L�O���������� 
 

�7�K�H���G�D�W�H���W�K�D�W���L�V���W�Z�R���%�X�V�L�Q�H�V�V���'�D�\�V���S�U�L�R�U���W�R���W�K�H��
�/�L�V�W�L�Q�J���'�D�W�H 

 

 

�x �/�D�W�H�V�W���W�L�P�H���I�R�U���&�U�H�D�W�L�R�Q���$�S�S�O�L�F�D�W�L�R�Q�V���E�\��
�3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���I�R�U���8�Q�L�W�V���W�R���E�H��
�D�Y�D�L�O�D�E�O�H���I�R�U���W�U�D�G�L�Q�J���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H 

 

�x �����������S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���������0�D�U�F�K��
�������� ���E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\���W�K�H��
�0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������S���P�������+�R�Q�J��
�.�R�Q�J���W�L�P�H�����R�Q���������$�S�U�L�O���������� 

�$�I�W�H�U���O�L�V�W�L�Q�J�����S�H�U�L�R�G���F�R�P�P�H�Q�F�H�V���R�Q���W�K�H���/�L�V�W�L�Q�J��
�'�D�W�H�� 

 

�x �$�O�O���L�Q�Y�H�V�W�R�U�V���P�D�\���V�W�D�U�W���W�U�D�G�L�Q�J���8�Q�L�W�V���R�Q���W�K�H��
�6�(�+�.���W�K�U�R�X�J�K���D�Q�\���G�H�V�L�J�Q�D�W�H�G���E�U�R�N�H�U�V����
�D�Q�G 
 

�x �3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���P�D�\���D�S�S�O�\���I�R�U��
�F�U�H�D�W�L�R�Q���D�Q�G���U�H�G�H�P�S�W�L�R�Q�����I�R�U���W�K�H�P�V�H�O�Y�H�V��
�R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H 

�x �&�R�P�P�H�Q�F�H���D�W�������������D���P�������+�R�Q�J���.�R�Q�J��
�W�L�P�H�����R�Q���������0�D�U�F�K���������������E�X�W���P�D�\���E�H��
�S�R�V�W�S�R�Q�H�G���E�\���W�K�H���0�D�Q�D�J�H�U���W�R���D���G�D�W�H���Q�R��
�O�D�W�H�U���W�K�D�Q���������$�S�U�L�O���������� 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����W�R��������������
�S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���H�D�F�K���'�H�D�O�L�Q�J��
�'�D�\�� 

 

 

Exchange Listing and T rading ( Secondary M arket)  

Application has been made to the Listing Committee of the SEHK for the listing of, and permission 
to deal in the Units traded in USD and HKD. 

Units are neither listed nor dealt on any other stock exchange and no application for such listing or 
permission to deal is being sought as at the date of this Prospectus. Application may be made in 
the future for a listing of Units on one or more other stock exchanges. Investors�¶ attention is drawn 
�W�R�� �W�K�H�� �V�H�F�W�L�R�Q�� �H�Q�W�L�W�O�H�G�� �³�(�[�F�K�D�Q�J�H�� �/�L�V�W�L�Q�J�� �D�Q�G�� �7�U�D�G�L�Q�J�� ���6�H�F�R�Q�G�D�U�\�� �0�D�U�N�H�W���´�� �L�Q�� �3�D�U�W�� ���� �R�I�� �W�K�L�V 
Prospectus for further information. 

Dealings on the SEHK in Units traded in USD and HKD are expected to begin on 24 March 2025.  



   
 

Participating Dealers should note that they will not be able to sell or otherwise deal in the Units on 
the SEHK until dealings begin on the SEHK. 

Dual  Counter Trading  

The Manager has arranged for Units to be available for trading on the secondary market on the 
SEHK under a Dual Counter arrangement. Units are denominated in USD. Despite the Dual 
Counter arrangement, the creation of new Units and redemption of Units in the primary market are 
settled in USD only. The Product offers 2 trading counters on the SEHK (i.e. HKD counter and USD 
counter) to investors for secondary trading purposes. Units traded in HKD counter will be settled in 
HKD and Units traded in USD counter will be settled in USD. Apart from settlement in different 
currencies, the trading prices of Units in the 2 counters may be different. 

Units traded on both counters are of the same class and share the same ISIN, and all Unitholders 
of both counters are treated equally. The 2 counters will have different stock codes and different 
stock short names as follows: 

 �8�6�'���&�R�X�Q�W�H�U �+�.�'���&�R�X�Q�W�H�U 

�6�W�R�F�N���&�R�G�H ��������  ��������  

�6�K�R�U�W���6�W�R�F�N���1�D�P�H �; �,���&�6�2�3�0�6�7�5���8 �; �,���&�6�2�3�0�6�7�5 

�,�6�,�1���Q�X�P�E�H�U �+�.��������������������  

 

�1�R�U�P�D�O�O�\���� �L�Q�Y�H�V�W�R�U�V�� �F�D�Q�� �E�X�\�� �D�Q�G�� �V�H�O�O�� �8�Q�L�W�V�� �W�U�D�G�H�G�� �L�Q�� �W�K�H�� �V�D�P�H�� �F�R�X�Q�W�H�U�� �R�U�� �D�O�W�H�U�Q�D�W�L�Y�H�O�\���E�X�\�� �L�Q�� ����
�F�R�X�Q�W�H�U�� �D�Q�G�� �V�H�O�O�� �L�Q�� �W�K�H�� �R�W�K�H�U�� �F�R�X�Q�W�H�U�� �S�U�R�Y�L�G�H�G�� �W�K�H�L�U�� �E�U�R�N�H�U�V�� �S�U�R�Y�L�G�H�� �E�R�W�K���8�6�'���D�Q�G���+�.�'�� trading 
services at the same time. Inter-counter buy and sell is permissible even if the trades take place 
within the same trading day. However, investors should note that the trading price of Units traded 
in the �8�6�' counter and that of HKD counter may be different and may not always maintain a close 
relationship depending on factors such as market demand and supply and liquidity in each counter. 

More information with regard to the Dual Counter is available in the frequently asked questions in 
�U�H�V�S�H�F�W�� �R�I�� �W�K�H�� �'�X�D�O�� �&�R�X�Q�W�H�U�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H��
http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products�� 

Investors should consult their brokers if they have any questions concerning fees, timing, 
procedures and the operation of the Dual Counter, including inter-counter trading���� �,�Q�Y�H�V�W�R�U�V�¶��
�D�W�W�H�Q�W�L�R�Q���L�V���D�O�V�R���G�U�D�Z�Q���W�R���W�K�H���U�L�V�N���I�D�F�W�R�U���E�H�O�R�Z���H�Q�W�L�W�O�H�G���³�'�X�D�O���&�R�X�Q�W�H�U��Trading �5�L�V�N�V�´�� 

Distribution P olicy  

The Manager intends to distribute income to Unitholders annually (in December) having regard to 
the Product�¶�V���Q�H�W���L�Q�F�R�P�H���D�I�W�H�U���I�H�H�V���D�Q�G���F�R�V�W�V��  

The Manager will also have the discretion to determine if and to what extent distributions (whether 
directly or effectively) will be paid out of capital of the Product. 

The Manager may, at its discretion, pay distributions out of capital. The Manager may also, at its 
discretion, pay distributions out of gross income while all or part of the fees and expenses of the 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of capital.  Investors should note that payments of distributions out of capital 
�R�U�� �H�I�I�H�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �F�D�S�L�W�D�O�� �D�P�R�X�Q�W�V�� �W�R�� �D�� �U�H�W�X�U�Q�� �R�U�� �Z�L�W�K�G�U�D�Z�D�O�� �R�I�� �S�D�U�W�� �R�I�� �D�Q�� �L�Q�Y�H�V�W�R�U�¶�V�� �R�U�L�J�L�Q�D�O��
investment or from any capital gains attributable to that original investment. Any distributions 
involving payment out of or effectively out of the Product�¶�V�� �F�D�S�L�W�D�O�� �P�D�\�� �U�H�V�X�O�W�� �L�Q�� �D�Q�� �L�P�P�H�G�L�D�W�H��

http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products


   
 

reduction in the Net Asset Value per Unit and will reduce any capital appreciation for the Unitholders. 
There is no guarantee of any regular distribution. 

The composition of the distributions (i.e. the relative amounts paid out of net distributable income 
and capital) for the last 12 months are available by the Manager on request and also on the 
�0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H https://www.csopasset.com/en/products/hk-mstr-2i (which has not been 
reviewed by the SFC).  

The distribution policy may be amended subject to the SFC�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O���D�Q�G���X�S�R�Q���J�L�Y�L�Q�J���Q�R�W��
�O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V���� 

Distributions (if declared) will be declared in the base currency of the Product (i.e. USD). The 
Manager will make an announcement prior to any distribution in respect of the relevant distribution 
amount in USD only. The details of the distribution declaration dates, distribution amounts and ex-
�G�L�Y�L�G�H�Q�G�� �S�D�\�P�H�Q�W�� �G�D�W�H�V�� �Z�L�O�O�� �E�H�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H��
https://www.csopasset.com/en/products/hk-mstr-2i (which has not been reviewed by the SFC) and 
on HKEX�¶�V�� �Z�H�E�V�L�W�H 
http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx (which 
has not been reviewed by the SFC).  

There can be no assurance that distributions will be paid.  

Each Unitholder will receive distributions in USD. Unitholders are advised to check with their 
brokers/intermediaries on the arrangements concerning distributions.  

Distribution payment rates in respect of Units will depend on factors beyond the control of the 
Manager or Trustee including, general economic conditions, and the financial position and dividend 
or distribution policies of the relevant underlying entities.  There can be no assurance that such 
entities will declare or pay dividends or distributions. 

Fees and Expenses  

Management Fee   

The Product pays a Management Fee as a single flat fee, currently at ������% per year of the Net 
Asset Value of the Product.  Please refer to the section �³�)�H�H�V���D�Q�G���(�[�S�H�Q�V�H�V�´ as to the fees and 
charges included in the Management Fee.  The Management Fee is calculated as at each Dealing 
Day and payable monthly in USD in arrears out of the Trust Fund. 

The Management Fee may be increased up to ��% per year of the Net Asset Value of the Product, 
�R�Q���R�Q�H���P�R�Q�W�K�¶�V���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�����R�U���V�X�F�K���V�K�R�U�W�H�U period as approved by the SFC). In the event 
that such fee is to be increased beyond this rate (which is the maximum rate set out in the Trust 
Deed)�����V�X�F�K���L�Q�F�U�H�D�V�H���Z�L�O�O���E�H���V�X�E�M�H�F�W���W�R���W�K�H���8�Q�L�W�K�R�O�G�H�U�V�¶���D�Q�G���W�K�H���6�)�&�¶�V���D�S�S�U�R�Y�D�O�� 

The Trustee fee is inclusive in the Management Fee. 

Swap fees  

�'�H�W�D�L�O�V���R�I���W�K�H���V�Z�D�S���I�H�H�V���D�Q�G���L�Q�G�L�U�H�F�W���F�R�V�W�V���D�U�H���V�H�W���R�X�W���L�Q���W�K�H���V�H�F�W�L�R�Q���³�6�Z�D�S���I�H�H�V�´���L�Q���W�K�L�V���$�S�S�H�Q�G�L�[. 

Risk Factors Specific to the Product  

In addition to the risk factors presented in Part 1 of this Prospectus, the risk factors set forth below 
are also specific risks, in the opinion of the Manager, considered to be relevant and presently 
applicable specifically to the Product. 

https://www.csopasset.com/en/products/hk-mstr-2i
https://www.csopasset.com/en/products/hk-mstr-2i


   
 

Single Stock Concentration Risk  

The Product is subject to concentration risk as a result of tracking the inverse performance of the 
single Underlying Stock. The value of the Product may be more volatile than that of a fund having 
a more diverse portfolio of investments due to the non-diversified nature of investing in the single 
Underlying Stock. The value of the Product may be more susceptible to adverse conditions in 
respect of such particular Underlying Stock. 

Extreme Price Volatility Risk  

Prices of the Product may be more volatile than conventional ETFs because of the use of leverage 
and the daily rebalancing activities and the leverage effect. Furthermore, the Product is 
concentrated in a single Underlying Stock. Given its non-diversified and inverse nature, the Product 
is subject to extreme price volatility and may become non-viable within a short period. You may 
lose a significant portion or all of your investment within one day. 

Under exceptional circumstances where the Product becomes non-viable, the Manager may use 
its discretion to deviate from the investment strategy or take defensive measures, which may 
include liquidating swap positions and suspending trading of the Product, in order to safeguard the 
interests of the product and its unitholders to prevent potential negative fund value and protect the 
interests of the investors. Such circumstances may arise if there are extreme intra-day price 
movements and the Manager will issue a notice to inform investors. Please note that the Manager 
may re-enter the swap contracts at the market closes on the same day depending on market 
condition.  

Risks associated with the Underlying Stock �± MicroStrategy Incorporated  

The following factors may contribute to the price volatility of the Underlying Stock which may in turn 
impact the daily Net Asset Value of the Product. 

Risks specific to the Underlying Stock  

�7�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �L�V�� �W�L�H�G�� �W�R�� �W�K�H�� �G�\�Q�D�P�L�F�V�� �R�I�� �W�K�H�� �F�U�\�S�W�R�F�X�U�U�H�Q�F�\�� �P�D�U�N�H�W�V����
MicroStrategy Incorporated has relied heavily on financing and debt to purchase Bitcoin and 
operates a high level of debts which poses risk to investors. Furthermore, the Underlying Stock 
may trade at a premium over the value of Bitcoin and thus expose investors to further risks 
associated with Bitcoin. 

Bitcoin risk 

While the Product will not directly invest in digital assets, it will be subject to the risks associated 
with Bitcoin by virtue of its exposure to the Underlying Stock, which operates as a Bitcoin treasury 
company with significant Bitcoin holdings. Investing in Bitcoin exposes investors (such as the 
Underlying Stock and, in turn, shareholders of the Underlying Stock) to significant risks that are not 
typically present in other investments. These risks include extreme price volatility risk of Bitcoin, the 
un�F�H�U�W�D�L�Q�W�\�� �V�X�U�U�R�X�Q�G�L�Q�J�� �Q�H�Z�� �W�H�F�K�Q�R�O�R�J�\���� �O�L�P�L�W�H�G���H�Y�D�O�X�D�W�L�R�Q���G�X�H�� �W�R�� �%�L�W�F�R�L�Q�¶�V���V�K�R�U�W���W�U�D�G�L�Q�J�� �K�L�V�W�R�U�\����
cybersecurity risks associated with Bitcoin holdings and the potential change in market demands 
over the long term. Regulatory uncertainties, such as potential government interventions, evolving 
regulations of Bitcoin and related virtual assets and conflicting regulations across jurisdictions, can 
impact the demand for, and usage of, Bitcoin. Additionally, risks associated with the sale of newly 
mined Bitcoin, Bitcoin exchanges, competition from alternative digital assets, mining operations, 
network modifications, and intellectual property claims pose further challenges to Bitcoin-linked 
investments. Investors may be exposed to additional risks which are unforeseeable and cannot be 
currently be predicted.  

Computer software industry risk 

MicroStrategy Incorporated is a computer software company. Computer software companies are 
subject to significant competitive pressures, such as aggressive pricing, new market entrants, 
competition for market share, short product cycles due to an accelerated rate of technological 



   
 

developments and the potential for limited earnings and/or falling profit margins. These companies 
also face the risks that new products will not be accepted by consumers and businesses. 
�)�X�U�W�K�H�U�P�R�U�H�����0�L�F�U�R�6�W�U�D�W�H�J�\���,�Q�F�R�U�S�R�U�D�W�H�G�¶�V���H�Q�W�H�U�S�U�L�V�H���V�R�I�W�Z�D�U�H���E�X�V�L�Q�H�V�V���L�V���V�X�E�M�H�F�W���W�R���F�\�E�H�U�V�H�F�X�U�L�W�\��
risks. These factors can affect the profitability of these companies and, as a result, the value of their 
securities. Patent protection is integral to the success of many companies in this industry. 

Information technology sector risk 

MicroStrategy Incorporated is in the information technology sector. The value of stocks of 
information technology companies and companies that rely heavily on technology is particularly 
vulnerable to rapid changes in technology product cycles, rapid product obsolescence, government 
regulation, and competition, both domestically and internationally, including competition from 
competitors with lower production costs. In addition, many information technology companies have 
limited product lines, markets, financial resources or personnel. The prices of information 
technology companies and companies that rely heavily on technology, especially those of smaller, 
less-seasoned companies, tend to be more volatile and less liquid than the overall market. 
Information technology companies are heavily dependent on patent and intellectual property rights, 
the loss or impairment of which may adversely affect profitability. Additionally, companies in the 
information technology sector may face dramatic and often unpredictable changes in growth rates 
and competition for the services of qualified personnel. 

Large/mega-capitalisation company risk  

MicroStrategy Incorporated is a large/mega-capitalisation company that is relatively mature 
compared to smaller companies and therefore subject to slower growth during times of economic 
expansion. It may struggle with flexibility to respond quickly to disruptions and changes in trends. 
The high valuation of large/mega-capitalisation companies can make MicroStrategy Incorporated 
more susceptible to market corrections, downturns and changes in interest rates. Moreover, 
large/mega-capitalisation companies typically have high price-to-earnings ratio than smaller 
capitalisation companies which can lead to overvaluation and may indicate there is less room for 
gains and even potential downward price adjustment. Stock prices of these companies may exhibit 
greater volatility due to these factors. These companies usually exert market dominance and 
therefore frequently face regulatory pressures, in particular antitrust scrutiny. This leads to legal 
challenges and increased costs which may in turn affect profitability. 

Leverage Risk  

The Product will utilise leverage to achieve a Daily return equivalent to minus two times (-2x) the 
return of the Underlying Stock. Both gains and losses will be magnified. The risk of loss resulting 
from an investment in the Product in certain circumstances including a bull market will be 
substantially more than a fund that does not employ leverage. For example, the price of the 
Underlying Stock could increase by more than 50% on a particular day and this may result in the 
�W�R�W�D�O���O�R�V�V���R�I���W�K�H���L�Q�Y�H�V�W�R�U�V�¶���L�Q�Y�Hstment in the Product. Such total loss of investment could occur in a 
relatively short period of time if there is a material market movement. 

Long T erm Holding  Risk  

The Product is not suitable for holding longer than one day  as the performance of the Product 
over a period longer than one day will very likely differ in amount and possibly direction from the 
two times inverse performance of the Underlying Stock over that same period (e.g. the loss may be 
more than 2 times the increase in the price of the Underlying Stock). This effect of compounding 
becomes more pronounced for longer holding periods and in products with larger leverage factor 
and/or inverse exposure. Investors should not expect the actual percentage return of investing in 
the Product to be equal to two times the inverse percentage change in the price of the Underlying 
Stock for periods of longer than one day. 

�7�K�H���H�I�I�H�F�W���R�I���F�R�P�S�R�X�Q�G�L�Q�J���E�H�F�R�P�H�V���P�R�U�H���S�U�R�Q�R�X�Q�F�H�G���R�Q���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���D�V���W�K�H��price 
of the Underlying Stock �H�[�S�H�U�L�H�Q�F�H�V���Y�R�O�D�W�L�O�L�W�\�����7�K�H���G�H�Y�L�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���I�U�R�P���W�K�H��
two times inverse performance of the Underlying Stock will increase, and the performance of the 
Product will generally be adversely affected with higher volatility of the price of the Underlying Stock. 



   
 

As a result of Daily rebalancing, the volatility of the price of the Underlying Stock and the effects of 
�F�R�P�S�R�X�Q�G�L�Q�J���R�I���H�D�F�K���G�D�\�¶�V���U�H�W�X�U�Q���R�Y�H�U���W�L�P�H�����L�W���L�V���H�Y�H�Q���S�R�V�V�L�E�O�H���W�K�D�W���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���O�R�V�H���P�R�Q�H�\��
over time while the Underlying Stock�¶�V��performance falls or is flat.  Investors in the Product should 
actively manage and monitor their investments, as frequently as daily. 

Inverse Product vs. S hort Selling Risk  

Investing in the Product is different from taking a short position. Because of rebalancing the return 
profile of the Product is not the same as that of a short position. In a volatile market with frequent 
directional swings, the performance of the Product may deviate from a short position. 

Unconventional Return Pattern Risk  
 
Risk investment outcome of the Product is the opposite of conventional investment funds, and any 
gains and losses will be magnified by approximately two times. If the price of the Underlying Stock 
increases for extended periods, the Product will likely to lose most or all of its value.  

Risk of Rebalancing Activities  

There is no assurance that the Product can rebalance their portfolio on a Daily basis to achieve 
their investment objectives. Market disruption, regulatory restrictions, counterparty capacity limits 
�R�U���H�[�W�U�H�P�H���P�D�U�N�H�W���Y�R�O�D�W�L�O�L�W�\���P�D�\���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���U�H�E�D�O�D�Q�F�H���L�W�V���S�R�U�W�I�R�O�L�R�� 

Liquidity Risk  

The rebalancing activities of the Product typically take place near the end of trading of the 
underlying market to minimise tracking difference. As a result, the Product may be more exposed 
to the market conditions during a shorter interval and may be more subject to liquidity risk and the 
Swap Counterparty's capacity to execute may also be subject to liquidity risk. 

Intraday Investment Risk  
 
The Product is normally rebalanced at the end of �W�U�D�G�L�Q�J���R�I���W�K�H���X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W���R�Q���D���%�X�V�L�Q�H�V�V��
�'�D�\.  As such, return for investors that invest for period less than a full Trading Day will generally 
be greater than or less than the two times inverse (-2x) investment exposure to the Underlying 
Stock, depending upon the movement of the price of the Underlying Stock from the end of one 
Trading Day until the time of purchase. 
 
Portfolio Turnover R isk  
 
�'�D�L�O�\�� �U�H�E�D�O�D�Q�F�L�Q�J�� �R�I�� �3�U�R�G�X�F�W�¶�V�� �K�R�O�G�L�Q�J�V�� �F�D�X�V�H�V�� �D�� �K�L�J�K�H�U�� �O�H�Y�H�O�� �R�I�� �S�R�U�W�I�R�O�L�R�� �W�U�D�Q�V�D�F�W�L�R�Q�V�� �W�K�D�Q��
compared to the conventional exchange traded funds. High levels of transactions increase 
brokerage and other transaction costs. 

Risks Associated with I nvesting in Swaps  

Limited Availability of Swaps Risk 
 
�7�K�H���0�D�Q�D�J�H�U�¶�V���D�E�L�O�L�W�\���W�R���P�D�Q�D�J�H���W�K�H��Product in accordance with its stated investment objective will 
depend upon the willingness and ability of potential Swap Counterparties to engage in Swaps with 
the Product linked to the performance of the Underlying Stock. A �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �D�E�L�O�L�W�\�� �W�R��
continue to enter into Swaps or other derivative transactions with the Product may be reduced or 
eliminated, which could have a material adverse effect on the Product. Furthermore, Swaps are of 
limited duration and there is no guarantee that Swaps entered into with a Swap Counterparty will 
continue indefinitely. Accordingly, the duration of a Swap depends on, among other factors, the 
ability of the Product to renew the expiration period of the relevant Swap at agreed upon terms. If 
the Product is unable to obtain sufficient exposure to �W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���L�Q�Y�H�U�V�H���S�H�U�I�R�U�P�D�Q�F�H��of 
the Underlying Stock because of the limited availability of Swaps linked to t�K�H�� �S�H�U�I�R�U�P�D�Q�F�H���� �W�K�H��
�L�Q�Y�H�U�V�H�� �S�H�U�I�R�U�P�D�Q�F�H��of the Underlying Stock, the Product could, among other alternatives, as a 
defensive measure, suspend creations until the Manager determines that the requisite swap 



   
 

exposure is obtainable. During the period that creations are suspended, the Product could trade at 
a significant premium or discount to the Net Asset Value and could experience substantial 
redemptions. To the extent that such events result in a termination event under the �3�U�R�G�X�F�W�¶�V Swaps, 
the risks related to the limited availability of Swaps would be compounded and the Product may be 
adversely affected. 
 
Counterparty Risk  
 
Because a Swap is an obligation of the Swap Counterparty rather than a direct investment in the 
Underlying Stock, the Product may suffer losses potentially equal to, or greater than, the full value 
of the Swap if the Swap Counterparty fails to perform its obligations under the Swap as a result of 
bankruptcy or otherwise. Any loss would result in a reduction in the Net Asset Value of the Product 
and will likely impair the Product�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W objective. The counterparty risk 
associated with the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�V���H�[�S�H�F�W�H�G to be greater than that may be encountered 
by most other funds because the Product expects to use Swaps as the principal means to gain 
exposure to the Underlying Stock. Despite the counterparty risk management measures in place, 
the management of the Product�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R each Swap Counterparty to zero is subject to 
settlement risks arising from settlement failures and market risks (including price movements prior 
to the required cash payment by the Swap Counterparty to the Product). The Product�¶�V�� �Q�H�W��
exposure to each Swap Counterparty may exceed zero if any such risks eventuate. The extent of 
the Product�¶�V potential loss arising in this regard is likely to be the amount of the Product�¶�V�� �Q�H�W 
counterparty exposure. 
 
�7�K�H���0�D�Q�D�J�H�U���Z�L�O�O���P�D�Q�D�J�H���W�K�H���3�U�R�G�X�F�W���W�R���H�Q�V�X�U�H���W�K�D�W���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W��
�D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���D�Q�G���E�H���P�D�L�Q�W�D�L�Q�H�G�����P�D�U�N�H�G��
�W�R���P�D�U�N�H�W���R�Q���D���G�D�L�O�\���E�D�V�L�V�����Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H���L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�H�[�S�R�V�X�U�H���D�W���W�K�H���H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\�����,�I���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H��
�3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I���D�Q�\���W�U�D�G�L�Q�J���G�D�\���7�����E�\���W�K�H���H�Q�G���R�I���W�K�D�W��
�W�U�D�G�L�Q�J���G�D�\���7���� �W�K�H���0�D�Q�D�J�H�U���Z�L�O�O���J�H�Q�H�U�D�O�O�\�� �U�H�T�X�L�U�H���W�K�D�W���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���G�H�O�L�Y�H�U���D�G�G�L�W�L�R�Q�D�O��
�F�R�O�O�D�W�H�U�D�O���D�V�V�H�W�V���W�R���P�D�N�H���X�S���I�R�U���W�K�H���G�L�I�I�H�U�H�Q�F�H���L�Q���Y�D�O�X�H�����Z�L�W�K���W�K�H���V�H�W�W�O�H�P�H�Q�W���R�I���V�X�F�K���G�H�O�L�Y�H�U�\���H�[�S�H�F�W�H�G��
�W�R�� �R�F�F�X�U�� �R�Q���R�U�� �E�H�I�R�U�H���W�U�D�G�L�Q�J�� �G�D�\�� �7�������� �'�H�V�S�L�W�H�� �W�K�H�� �F�R�X�Q�W�H�U�S�D�U�W�\�� �U�L�V�N�� �P�D�Q�D�J�H�P�H�Q�W�� �P�H�D�V�X�U�H�V�� �L�Q��
�S�O�D�F�H�����W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���]�H�U�R���L�V���V�X�E�M�H�F�W��
�W�R�� �V�H�W�W�O�H�P�H�Q�W�� �U�L�V�N�V�� �D�U�L�V�L�Q�J�� �I�U�R�P�� �V�H�W�W�O�H�P�H�Q�W�� �I�D�L�O�X�U�H�V�� �D�Q�G�� �P�D�U�N�H�W�� �U�L�V�N�V�� ���L�Q�F�O�X�G�L�Q�J�� �S�U�L�F�H�� �P�R�Y�H�P�H�Q�W�V��
�S�U�L�R�U���W�R���W�K�H���U�H�T�X�L�U�H�G���F�D�V�K���S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W�������$�Q�\���G�H�O�D�\���L�Q���W�K�H���F�D�V�K��
�S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W���S�U�L�R�U���W�R���W�K�H���H�Q�G���R�I���W�K�H���U�H�O�H�Y�D�Q�W���W�U�D�G�L�Q�J���G�D�\���7������
�P�D�\���F�D�X�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���E�H���O�D�U�J�H�U���W�K�D�Q���]�H�U�R���I�U�R�P���W�L�P�H���W�R���W�L�P�H����
�7�K�L�V���P�D�\���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V���I�R�U���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���H�Y�H�Q�W���R�I���W�K�H���L�Q�V�R�O�Y�H�Q�F�\���R�U���G�H�I�D�X�O�W���R�I���W�K�D�W��
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 
 
�(�D�U�O�\���7�H�U�P�L�Q�D�W�L�R�Q���R�I���6�Z�D�S�V���5�L�V�N 
 
In some circumstances, a Swap Counterparty can terminate the swap agreements early which may 
�D�G�Y�H�U�V�H�O�\���L�P�S�D�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�D�Q���D�O�V�R���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V��
�D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���D�Q�G���P�D�\���V�X�E�M�H�F�W���W�K�H���3�U�R�G�X�F�W���W�R���V�X�E�V�W�D�Q�W�L�D�O���O�R�V�V����Also, the 
Product may face an increase in the cost to enter into a similar swap agreement with additional 
Swap Counterparties.   
 
�+�L�J�K���6�Z�D�S���)�H�H�V���5�L�V�N 
 
The Product will bear the swap fees, which are subject to the discussion and consensus between 
the Manager and the Swap Counterparty based on the actual market circumstances on a case-by-
case basis. The current swap fees are a best estimate only and may deviate from the actual market 
conditions. The swap fees of the Product may be higher than that of other leveraged and inverse 
products tracking broad-based indices or commodities indices due to market condition, market 
sentiment on the Underlying Stock and changes in interest rates. This may have an adverse impact 
on the NAV and performance of the Product, and hence may result in higher tracking difference. In 
extreme market conditions and exceptional circumstances, the brokerage commission and the 
�6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\ing hedge may increase significantly and in 
return increase the swap fees.      
 



   
 

Capacity Limit Risk 
 
The Swap Counterparties may also be subject to a capacity limit representing the commitment of 
the Swap Counterparty to conduct the Swap transactions to provide the required exposure to the 
Underlying Stock �I�R�U���W�K�H���3�U�R�G�X�F�W�����$�F�F�R�U�G�L�Q�J�O�\�����W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���W�K�H��Underlying Stock may 
be affected. Whilst the Manager does not anticipate that this will have any immediate effect on the 
Product, if any Swap Counterparty reaches its capacity limit or if the Net Asset Value of the Product 
grows significantly this may prevent creations of Units due to the inability of the Product to conduct 
Swap transactions. This may cause a divergence between the trading price of a Unit on the SEHK 
and the Net Asset Value per Unit. The investment exposure could also deviate from the target 
exposure which adds tracking error to the Product. 
 
Liquidity Risk 
 
Swaps may be subject to liquidity risk, which exists when a particular Swap is difficult to purchase 
or sell. If a Swap transaction is particularly large or if the relevant market is illiquid, it may not be 
possible to initiate a transaction or liquidate a position at an advantageous time or price, which may 
result in significant losses to the Product. In addition, a Swap may be subject to the Product�¶�V��
limitation on investments in illiquid Securities. Swaps may be subject to pricing risk, which exists 
when a particular Swap becomes extraordinarily expensive (or inexpensive) relative to historical 
prices or the prices of corresponding cash market instruments. The swaps market is largely 
unregulated. It is possible that developments in the swaps market, including potential government 
regulation, could adversely affect the Product�¶�V�� �D�E�L�O�L�W�\�� �W�R�� �W�H�U�P�L�Q�D�W�H�� �H�[�L�V�W�L�Q�J��Swaps or to realise 
amounts to be received under such agreements. There is also no active market in derivative 
instruments and therefore investment in derivative instruments can be illiquid. In order to meet 
requests, the relevant Product relies upon the issuer of the derivative instruments to quote a market 
to unwind any part of the derivative instruments that will reflect the market liquidity conditions and 
the size of the transaction. 
 
Valuation Risk 
 
The Product�¶�V���D�V�V�H�W�V�����L�Q���S�D�U�W�L�F�X�O�D�U��Swaps entered into by the Product, involve derivative techniques 
that may be complex and specialised in nature. Valuations for such assets will only usually be 
available from a limited number of market professionals which frequently act as counterparties to 
the transactions to be valued. Such valuations are often subjective and there may be substantial 
differences between any available valuations. However the Manager will carry out an independent 
verification of �W�K�L�V���Y�D�O�X�D�W�L�R�Q���R�Q���D���G�D�L�O�\���E�D�V�L�V���D�V���G�H�V�F�U�L�E�H�G���X�Q�G�H�U���³�'�H�W�H�U�P�L�Q�D�W�L�R�Q���R�I���1�H�W���$�V�V�H�W �9�D�O�X�H�´��
section. 
 
Legal Risk 
 
The characterisation of a transaction or a party's legal capacity to enter into it could render the 
Swap unenforceable. The insolvency or bankruptcy of a counterparty may also affect the 
enforceability of contractual rights. 
 
Short Selling by Swap Counterparty Risk 
 
The Swap Counterparty to the Product may need to short sell the Underlying Stock for the purposes 
�R�I���K�H�G�J�L�Q�J�����0�D�Q�\���U�H�J�X�O�D�W�R�U�V���K�D�Y�H���E�D�Q�Q�H�G���³�Q�D�N�H�G�´���V�K�R�U�W���V�H�O�O�L�Q�J�����D���S�U�D�F�W�L�F�H���W�K�D�W���K�D�V���E�H�H�Q���S�U�R�K�L�E�L�W�H�G��
in Hong Kong since short selling was first introduced) or completely suspended short selling for 
certain stocks. Any such bans with the effect of prohibiting the short selling of the Underlying Stock 
�P�D�\���D�I�I�H�F�W���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R���K�H�G�J�H���L�W�V���S�R�V�L�W�L�R�Q���D�Q�G���P�D�\���W�U�L�J�J�H�U���D�Q���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q��
of the OTC Swap �7�U�D�Q�V�D�F�W�L�R�Q�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�R�X�O�G���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H��
its investment objective and subject the Product to substantial loss.  

Mandatory Measures imposed by Relevant Parties Risk 

�5�H�J�D�U�G�L�Q�J�� �W�K�H�� �3�U�R�G�X�F�W�¶�V��Swaps, relevant parties (such as Swap Counterparties, participating 
dealers and stock exchanges) may impose certain mandatory measures for risk management 
purpose under extreme market circumstances. These measures may include early termination of 



   
 

the Swaps, no further Swap contracts signed and having limited or no access to exposure. In 
response to such mandatory measures, the Manager may have to take corresponding actions in 
�W�K�H�� �E�H�V�W�� �L�Q�W�H�U�H�V�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �8�Q�L�W�K�R�O�G�H�U�V�� �D�Q�G�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�R�Q�V�W�L�W�X�W�L�Y�H��
�G�R�F�X�P�H�Q�W�V�����L�Q�F�O�X�G�L�Q�J���V�X�V�S�H�Q�V�L�R�Q���R�I���F�U�H�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���X�Q�L�Ws and/or secondary market trading, 
implementing alternative investment and/or hedging strategies and termination of the Product. 
These corresponding actions may have an adverse impact on the operation, secondary market 
trading, ability to track the price of the Underlying Stock and the Net Asset Value of the Product. 
While the Manager will endeavour to provide advance notice to investors regarding these actions 
to the extent possible, such advance notice may not be possible in some circumstances.   

Inverse  Performance of Underlying Stock  
 
Investors in the Product should note that the objective and the risks inherent in the Product are not 
typically encountered in traditional investment products �Z�K�L�F�K���W�U�D�F�N���W�K�H���³�O�R�Q�J�´���S�H�U�I�R�U�P�D�Q�F�H���U�D�W�K�H�U��
than two times inverse performance of a single stock. Should the price of the Underlying Stock 
increase, it could have a negative effect on the performance of the Product and the negative effect 
will be magnified by approximately two times. As such, Unitholders could, in certain circumstances 
including a bull market, face minimal or no returns, or may even suffer a complete loss, on such 
investments. The negative effect of compounding is more pronounced when combined with Daily 
rebalancing in volatile markets. 

The Product is designed as a trading tool for short-term market timing or hedging purposes, and is 
not intended for long term investment. It is only suitable for sophisticated trade-oriented investors 
who understand the potential consequences of seeking two times inverse (-2x) Daily results and 
the associated risks constantly monitor the performance of their holding on a daily basis.   

Path Dependency  
 
The objective of the Product is to provide investment results that, before fees and expenses, closely 
correspond to the two times inverse performance of the Underlying Stock on a Daily basis only. 
Therefore the Product should not be equated with seeking an inverse position for periods longer 
than a day. Investors in the Product should note that the point-to-point accumulated performance 
of the historical two times inverse (-2x) Daily performance of the Underlying Stock over a certain 
period may not be equal to the point-to-point two times inverse performance of the Underlying Stock 
�R�Y�H�U���W�K�H���V�D�P�H���S�H�U�L�R�G���R�I���W�L�P�H���G�X�H���W�R���W�K�H���H�I�I�H�F�W���R�I���³�S�D�W�K���G�H�S�H�Q�G�H�Q�F�\�´���D�Q�G���F�R�P�S�R�X�Q�G�L�Q�J���R�I���W�K�H��Daily 
returns of the Underlying Stock. As such, the performance of the Product is not two times inversely 
correlated to the performance of the Underlying Stock over a certain period of time. Please refer to 
�W�K�H���V�H�F�W�L�R�Q���³�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\�´���D�E�R�Y�H�� 

Investors should exercise caution when holding the Product for longer than the rebalancing interval, 
i.e. one Business Day. The performance of the Product, when held overnight, may deviate from the 
inverse performance of the Underlying Stock. 

Investment in Other Funds Risk  

As part of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\�����W�K�H���0�D�Q�D�J�H�U��may invest in other active or passive 
investment products. The Product will be exposed to the risk of investing in another management 
�F�R�P�S�D�Q�\�¶�V���I�X�Q�G�V���Z�L�W�K���D�O�O���W�K�H���U�H�O�D�W�H�G���U�L�V�N�V���Z�K�L�F�K���D�W�W�D�F�K���W�R��listed or unlisted funds generally.  In 
particular, as an investor in such funds, the Product will ultimately bear the fees and expenses of 
the underlying funds including management fees charged by the underlying management 
company. These charges will be in addition to the fees payable by the Product to the Manager. 

If the Product invests in other active or passive investment products managed by the Manager or 
Connected Person of the Manager, all initial charges and redemption charges on these listed or 
unlisted funds must be waived, and the Manager must not obtain rebate of any fees or charges 
levied by these funds or any quantifiable monetary benefits in connection with investments in these 
funds. In addition, where an underlying fund is managed by the Manager, all management and 
performance fees charged by the underlying fund will be waived for the Product. In case any 
conflicts of interest may still arise out of such investments, the Manager will use its best endeavours 
to resolve it fairly. 



   
 

Short -term Fixed Income Securities (including money market instruments) Risks  
 
Short-term fixed income securities risk  
 
The Product may invest in fixed income securities which are short-term or with short-term remaining 
maturities. It means the turnover rates of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���P�D�\���E�H���U�H�O�D�W�L�Y�H�O�\���K�L�J�K���D�Q�G���W�K�H��
transaction costs incurred as a result of the purchase or sale of such securities may increase which 
in turn may have a negative impact on the net asset value of the Product. 
 
Credit risk  
 
The Product is exposed to the credit/insolvency risk of issuers/guarantors of the fixed income and 
debt securities in which the Product may invest.  
 
Interest rate risk  
 
The Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�Q���I�L�[�H�G���L�Q�F�R�P�H���V�H�F�X�U�L�W�L�H�V���D�U�H���V�X�E�M�H�F�W���W�R���L�Q�W�H�U�H�V�W���U�D�W�H���U�L�V�N�����*�H�Q�H�U�D�O�O�\�����W�K�H��
prices of fixed income and debt securities rise when interest rates fall, whilst their prices fall when 
interest rates rise.  
 
Credit rating risk  
 
Credit ratings assigned by rating agencies are subject to limitations and do not guarantee the 
creditworthiness of the fixed income securities and/or the issuers/guarantors at all times. 
 
Credit rating downgrading risk  
 
In the event of a credit rating downgrading of the fixed income securities (or the issuers thereof) 
held by the Product, the Product�¶�V�� �Y�D�O�X�H�� �P�D�\�� �E�H�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�H�G�� �D�Q�G�� �L�Q�Y�H�V�W�R�U�V�� �P�D�\�� �V�X�I�I�H�U�� �D��
substantial loss as a result. The Manager may or may not be able to dispose of the fixed income 
instruments that are being downgraded. 
 
Sovereign debt risks  
 
Investment in sovereign debt obligations issued or guaranteed by governments may be exposed to 
political, social and economic risks. In adverse situations, the sovereign issuers/guarantors may 
not be able or willing to repay the principal and/or interest when due or may request the Product to 
participate in restructuring such debts. The Product may suffer significant losses when there is a 
default of sovereign debt issuers/guarantors.  

Passive Investments Risk  

�7�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���³�D�F�W�L�Y�H�O�\���P�D�Q�D�J�H�G�´���D�Q�G�����X�Q�G�H�U���Q�R�U�P�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V�����W�K�H���0�D�Q�D�J�H�U���Z�L�O�O��
not adopt any temporary defensive position when the price of the Underlying Stock moves in an 
unfavourable direction. In such circumstances, Units of the Product will also decrease in value. 
Under extreme market circumstances, the Manager will adopt temporary defensive position for 
protection of the Product.  

Trading Difference Risks  

Premiums or discounts to the Net Asset Value may arise when the Product and its Underlying Stock 
trade on exchanges that are in different time zones. As the exchange of the Underlying Stock may 
be open when the Units are not priced, the value of the Produc�W�¶�V���S�R�U�W�I�R�O�L�R���P�D�\���F�K�D�Q�J�H���R�Q���G�D�\�V��
when investors will not be able to purchase or sell Units. On the other hand, if the exchange of the 
Underlying Stock is closed while the SEHK is open, this may affect the level of premium or discount 
of the trading price of the Product to its Net Asset Value. Volatility on the SEHK, as well as supply 
and demand for Units traded on the SEHK, may lead to the Units of the relevant Product trading at 
a premium or discount to the Net Asset Value. In case the trading of the Underlying Stock is 



   
 

suspended, the Product may encounter a higher level of premium or discount of the trading price 
of the Product to its Net Asset Value. The trading price of the Units may deviate significantly from 
Net Asset Value, particularly during volatile market conditions. 

Distributions Out Of or Effectively Out Of Capital Risk    

The Manager may, at its discretion make distributions out of capital. The Manager may also, at its 
discretion, make distributions out of gross income while all or part of the fees and expenses of a 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of the capital. Payment of distributions out of capital or effectively out of capital 
amo�X�Q�W�V���W�R���D���U�H�W�X�U�Q���R�U���Z�L�W�K�G�U�D�Z�D�O���R�I�� �S�D�U�W���R�I�� �D�Q���L�Q�Y�H�V�W�R�U�¶�V���R�U�L�J�L�Q�D�O���L�Q�Y�H�V�W�P�H�Q�W���R�U���I�U�R�P���D�Q�\���F�D�S�L�W�D�O��
gains attributable to that original investment. Any distributions involving payment of distributions out 
�R�I���R�U���H�I�I�H�F�W�L�Y�H�O�\���R�X�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���F�D�S�L�W�D�O���P�D�\���U�H�V�Xlt in an immediate reduction of the Net Asset 
�9�D�O�X�H���S�H�U���8�Q�L�W�����7�K�H���0�D�Q�D�J�H�U���P�D�\���D�P�H�Q�G���L�W�V���G�L�V�W�U�L�E�X�W�L�R�Q���S�R�O�L�F�\���V�X�E�M�H�F�W���W�R���W�K�H���6�)�&�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O��
�D�Q�G���E�\���J�L�Y�L�Q�J���Q�R�W���O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�� 

Proprietary Investment / Seed Money Risk  

The assets under management at any time during the life of the Product may include proprietary 
�P�R�Q�H�\�����R�U���³�V�H�H�G���P�R�Q�H�\�´�����L�Q�Y�H�V�W�H�G���E�\���R�Q�H���R�U���P�R�U�H���L�Q�W�H�U�H�V�W�H�G���S�D�U�W�L�H�V�����V�X�F�K���D�V���S�D�U�W�L�F�L�S�D�W�L�Q�J���G�H�D�O�H�U�V����
and such investment may constitute a significant portion of such assets under management. 
Investors should be aware that such an interested party may (i) hedge any of its investments in 
whole or part, thereby reducing or removing its exposure to the performance of the Product; and (ii) 
redeem its investment in the Product at any time, without notice to Unitholders. Such an interested 
party is under no obligation to take the interests of other Unitholders into account when making its 
investment decisions. There is no assurance that any such monies will continue to be invested in 
the Product by an interested party for any particular length of time. As many of the expenses of the 
Product are fixed, a higher amount of assets under management may reduce the expenses of the 
Product per Unit and a lower amount of assets under management may increase the expenses of 
the Product per Unit. As with any other redemption representing a material portion of the Product's 
assets under management, a significant redemption of any such proprietary investment may affect 
the management and/or performance of the Product and may, in certain circumstances (i) cause 
�U�H�P�D�L�Q�L�Q�J�� �L�Q�Y�H�V�W�R�U�V�¶�� �K�R�O�G�L�Q�J�V�� �W�R�� �U�H�S�U�H�V�H�Q�W�� �D�� �K�L�J�K�H�U�� �S�H�U�F�H�Q�W�D�J�H�� �R�I�� �W�K�H�� �1�H�W�� �$�V�V�H�W�� �9�D�O�X�H�� �R�I�� �W�K�H��
Product, (ii) cause other investors in the Product to redeem their investment, and/or (iii) lead the 
Manager, with the consultation of the Trustee, to determine that the Product, has become 
unmanageable and to consider taking exceptional measures, such as terminating the Product, in 
�D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �7�U�X�V�W�� �'�H�H�G���� �L�Q�� �Z�K�L�F�K�� �F�D�V�H�� �8�Q�L�W�K�R�O�G�H�U�V�¶�� �L�Q�Y�H�V�W�P�H�Q�W�V�� �Z�R�X�O�G�� �E�H�� �U�H�G�H�H�P�H�G�� �L�Q��
their entirety. 

Dual  Counter Trading R isks  

Dual Counter risk 

Investors without USD accounts may buy and sell HKD traded Units only. Such investors will not 
be able to buy or sell USD traded Units and should note that distributions are made in USD only. 

Inter-counter trading risk 

Although an investor may buy from one counter and sell the same on the other counter in the same 
day, it is possible that some brokers/intermediaries and Participants may not be familiar with and 
may not be able to (i) buy Units in one counter and to sell Units in the other, or (ii) trade Units in the 
USD counter and the HKD counter at the same time. In such case (i) to (ii), another broker, 
intermediary or Participant may need to be used. This may inhibit or delay dealing in the USD traded 
Units and HKD traded Units and may mean investors may only be able to trade their Units in one 
currency. Investors are recommended to check the readiness of their brokers/intermediaries in 
respect of the Dual Counter trading and inter-counter trading. 



   
 

Investors should therefore consult their brokers/intermediaries on the services that the 
brokers/intermediaries may provide in this regard along with the associated risks and fees. In 
particular, some brokers/intermediaries may not have in place systems and controls to facilitate 
inter-counter trading and/or inter-counter day trades. 

Difference in trading prices risk  

There is a risk that due to different factors such as market liquidity, market supply and demand in 
the respective counters and the exchange rate among USD and HKD, the market price on the 
SEHK of Units traded in USD may deviate significantly from the market price on the SEHK of Units 
traded in HKD. The trading price of USD traded Units or HKD traded Units is determined by market 
forces and so will not be the same as the trading price of Units multiplied by the prevailing rate of 
foreign exchange. Accordingly, when selling Units traded in USD or buying Units traded in USD, an 
investor may receive less or pay more than the equivalent amount in HKD if the trade of the relevant 
Units is in HKD and vice versa. There can be no assurance that the price of Units in each counter 
will be equivalent. 

Currency exchange risk  

Investors who bought Units on the HKD counter may be subject to currency exchange risk as the 
assets of the Product are denominated in USD and the Net Asset Value of the Product will be 
calculated in USD. 

USD Distributions Risk   

Investors should note that where a Unitholder holds Units traded under the HKD counter, the 
relevant Unitholder will only receive distributions in USD and not HKD. In the event the relevant 
Unitholder has no USD account, the Unitholder may have to bear the fees and charges associated 
with the conversion of such dividend from USD into HKD or any other currency. Unitholders are 
advised to check with their brokers concerning arrangements for distributions. 

Appendix dated 10 June 2026  
 



 
 
 

APPENDIX 20: CSOP BERKSHIRE DAILY (2X) LEVERAGED PRODUCT  

 
Key Information  

Set out below is a summary of key information in respect of the CSOP Berkshire Daily (2x) 
Leveraged Product ���W�K�H���³�3�U�R�G�X�F�W�´�����Z�K�L�F�K���V�K�R�X�O�G���E�H���U�H�D�G���W�R�J�H�W�K�H�U���Z�L�W�K���W�K�H���I�X�O�O���W�H�[�W���R�I���W�K�L�V���$�S�S�H�Q�G�L�[��
and the Prospectus. 

Investment Objective  

To provide investment results that, before fees and 

expenses, closely correspond to twice (2x) the Daily 

performance of the common stock of Berkshire 

Hathaway Inc Class B (NYSE: BRK.B). 

Underlying Stock  Berkshire Hathaway Inc Class B (NYSE: BRK.B) 

Initial Offer Period  

9:00 a.m. (Hong Kong time) of 19 March 2025 to 4:30 

p.m. (Hong Kong time) of 20 March 2025, or such other 

date as the Manager may determine  

Initial Issue Date  
21 March 2025, or such other date as the Manager may 

determine  

Issue Price during the Initial 

Offer Period  
USD10 

Listing Date (SEHK)  
Expected to be 24 March 2025, but may be postponed 

by the Manager to a date no later than 24 April 2025  

Exchange Listing  SEHK �± Main Board 

Stock Code  
USD Counter: 9777 

HKD Counter: 7777 

Short Stock Name  
USD Counter: XL2CSOPBRKB-U 

HKD Counter: XL2CSOPBRKB 

Trading Board Lot Size  
USD Counter: 10 Units 

HKD Counter: 10 Units 

Base Currency  USD 

Trading Currenc ies  
USD Counter: US Dollars (USD) 

HKD Counter: Hong Kong Dollars (HKD) 

Distribution Policy  
The Manager intends to distribute income to 
Unitholders annually (in December) having regard to 
the Product�¶s net income after fees and costs.  



 
 
 

Further, the Manager may, at its discretion, pay 
distributions out of capital or out of gross income while 
all or part of the fees and expenses are charged to 
capital, resulting in an increase in distributable income 
for the payment of distributions and therefore, 
distributions may be paid effectively out of capital. 
There is no guarantee of any regular distribution. 

All Units will receive distributions in the base currency 
(USD) only. 

Creation/Redemption Policy  Cash (USD) only 

Application Unit Size (only by or 

through Participating Dealers)  
Minimum 50,000 Units (or multiples thereof) 

Dealing Deadline  

5:30 p.m. (Hong Kong time) on the relevant Dealing 

Day, or such other time as the Manager (with the 

approval of the Trustee) may determine  

Management Fee  Currently 1.6% per year of the Net Asset Value  

Financial Year End  

31 December (The first financial year-end of the Product 

will be 31 December 2025. The first audited accounts 

and the first semi-annual unaudited interim reports of the 

Product will be for the period ending 31 December 2025 

and 30 June 2026 respectively.)  

Website  https://www.csopasset.com/en/products/hk-brk-2l 

 
What is the Investment Objective?  

The investment objective of the Product is to provide investment results that, before fees and 
expenses, closely correspond to twice (2x) the Daily performance of the common stock of 
Berkshire Hathaway Inc Class B (NYSE: BRK.B) ���W�K�H���³Underlying Stock �´��.  The Product does 
not seek to achieve its stated investment objective over a period of time greater than one 
day. 

What is the Investment Strategy?   

The Product seeks to achieve its investment objective by using a Swap-based synthetic replication 
strategy as discussed below. 

The investment strategy of the Product is subject to the investment and borrowing restrictions set 
out in Part 1 of this Prospectus. 

�6�Z�D�S���E�D�V�H�G���V�\�Q�W�K�H�W�L�F���U�H�S�O�L�F�D�W�L�R�Q���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\ 

�6�\�Q�W�K�H�W�L�F���5�H�S�O�L�F�D�W�L�R�Q���X�V�L�Q�J���6�Z�D�S 

The Product will enter into more than one partially-funded Swaps (which are over-the counter 
financial derivative instruments entered into with more than one Swap Counterparties) whereby the 
Product will provide a portion of the net proceeds from subscription from the issue of the Units as 
�L�Q�L�W�L�D�O�� �P�D�U�J�L�Q�� ���³Initial Amount �´���� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�L�H�V�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��

 

https://urldefense.com/v3/__https:/www.csopasset.com/en/products/hk-brk-2l__;!!CqcxuPVp!MOKVhOyu__A8TjxrGhV-06xIn9jM5gXFanFQDIevlH7F2IX8W8o8OUhWTmvwaAy0ngmXk1s_qJOCOasmYtGg$


 
 
 

appointed by the Trustee in segregated accounts and will only be transferred to the Swap 
Counterparties when the Product defaults and in return the Swap Counterparties will provide the 
Product with an exposure to the Underlying Stock (net of transaction costs). 

Initial Amount 

No more than 60% of the Net Asset Value of the Product from time to time will be used as Initial 
Amount by way of cash and listed units of money market funds authorised by the SFC to acquire 
the Swaps. 

�8�Q�G�H�U�� �H�[�F�H�S�W�L�R�Q�D�O�� �F�L�U�F�X�P�V�W�D�Q�F�H�V�� ���H���J���� �L�Q�F�U�H�D�V�H�G��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\�� �L�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �W�X�U�E�X�O�H�Q�F�H������ �W�K�H��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �P�D�\�� �L�Q�F�U�H�D�V�H��
�V�X�E�V�W�D�Q�W�L�D�O�O�\���� �7�K�H�� �,�Q�L�W�L�D�O���$�P�R�X�Q�W�� �Z�L�O�O�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�X�V�W�R�G�L�D�Q�� �D�S�S�R�L�Q�W�H�G�� �E�\�� �W�K�H��
�7�U�X�V�W�H�H�� �Z�K�R�� �Z�L�O�O�� �K�R�O�G�� �W�K�H�� �D�P�R�X�Q�W�� �I�R�U�� �W�K�H�� �3�U�R�G�X�F�W�� �L�Q�� �G�H�V�L�J�Q�D�W�H�G�� �D�F�F�R�X�Q�W�V���� �D�Q�G�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���K�D�Y�H���D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���R�Y�H�U���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W�����D�Q�G���W�K�H���U�H�O�H�Y�D�Q�W���D�F�F�R�X�Q�W�V�����X�S�R�Q��
�V�X�F�K���W�U�D�Q�V�I�H�U�����7�K�H�U�H���L�V���Q�R���W�U�D�Q�V�I�H�U���R�I���O�H�J�D�O���W�L�W�O�H�����D�Q�G���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�P�D�L�Q�V���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�����E�X�W��
�D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���Z�L�O�O���E�H���F�U�H�D�W�H�G���W�K�H�U�H�X�S�R�Q���L�Q���I�D�Y�R�X�U���R�I���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 

Other investments 

Not less than 20% of the Net Asset Value (this percentage may be reduced proportionately under 
exceptional circumstances where there is a higher Initial Amount requirement, as described above) 
will be invested in cash (HKD or USD) and other HKD or USD denominated investment products, 
such as deposits with banks in Hong Kong and HKD or USD denominated short-term (i.e. maturity 
less than 3 years) investment-grade bonds and money market funds in accordance with the 
requirements of the Code. Yield in HKD or USD (as the case may be) from such cash and 
�L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V���Z�L�O�O���E�H���X�V�H�G���W�R���P�H�H�W���W�K�H���3�U�R�G�X�F�W�¶�V���I�H�H�V���D�Q�G���H�[�S�H�Q�V�H�V���D�Q�G���D�I�W�H�U���G�H�G�X�F�W�L�R�Q���R�I��
such fees and expenses, the remainder will be distributed by the Manager to the Unitholders in 
USD.  

No more than 10% of the Net Asset Value may be invested in the Underlying Stock of the Product.  

No more than 10% of the Net Asset Value may be invested in collective investment schemes which 
may be eligible schemes (as defined by the SFC) or authorised by the SFC in accordance with all 
the applicable requirements of the Code. For the avoidance of dou�E�W�����W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���L�Q��
the money market funds mentioned in the preceding paragraph is not subject to this limit. Any 
investment in ETFs will be considered and treated as collective investment schemes for the 
purposes of and subject to the requirements in 7.11A and 7.11B of the Code.  

For the avoidance of doubt, the Product will not invest in collective investment schemes which are 
non-eligible schemes and not authorised by the SFC. 

All investments of the Product other than Swaps will comply with 7.36 to 7.38 of the Code. The 
Manager has no current intention to enter into any securities lending, repurchase and reverse 
repurchase or similar transaction in respect of the Product. 

Collateral 

Counterparty Exposure 

Collateral arrangements will be taken in relation to these derivative transactions with a view that 
the percentage of the counterparty risk exposure (expressed as a percentage of net assets) is 
reduced to zero. 
 
To collateralise the mark-to-market exposure under the relevant Swap, additional amounts will 
be transferred as variation margin (either by the Product to the Swap Counterparty or vice versa) 
on each business day during the Swap transaction.  Such variation margin will be transferred by 
way of title transfer, or by way of a security interest with a right of use (analogous to title transfer) 
granted thereon. During this process, the Manager will manage the Product to ensure that the 
collateral held by the Pr�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\��



 
 
 

risk exposure and be maintained, marked-to-market on a daily basis, with a view to ensuring that 
there is no uncollateralised counterparty risk exposure at the end of a trading day (subject to 
intra-day price movements, market risk and settlement risk etc.). If the collateral held by the 
�3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I��
any trading day T, by the end of that trading day T, the Manager will generally require that each 
Swap Counterparty deliver additional collateral assets (i.e. variation margin) to make up for the 
difference in value, with the settlement of such delivery expected to occur on or before trading 
day T+2. 
 
Each Swap Counterparty will deliver collateral with a view to reduce the net exposure of the 
Product to each counterparty to 0% (zero per cent), although a minimum transfer amount of up 
to USD250,000 (or currency equivalent) will be applicable. 
 
Diagrammatic Illustration of Synthetic Replication Strategy 
 
Please see below a diagram illustrating the operation of the swap-based synthetic replication 
investment strategy above: 
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���7�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���V�X�E�M�H�F�W���W�R���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W�� 

 
 
Swap Transaction 
 
Each Swap is documented by a confirmation which supplements, forms part of and is governed 
by a 2002 ISDA Master Agreement with schedule thereto (together with an ISDA Credit Support 
Annex and/or ISDA Credit Support Deed in respect thereof), in each case, entered into by the 
Trustee on behalf of the Product and the Swap Counterparty. ISDA documentation is published 
by the International Swaps and Derivatives Association, Inc. 
 
Prior to commencing any transaction with a Swap Counterparty under a Swap, the Manager has 
obtained (if such Swap Counterparty is an existing swap counterparty) or will obtain (if such Swap 
Counterparty is a new swap counterparty) legal opinions or such other confirmations or 
assurances from the Swap Counterparties reasonably acceptable to the Product, confirming that 
(a) such Swap Counterparty has the capacity and authority to enter into the relevant Swap and 
(b) the obligations expressed to be assumed by such Swap Counterparty under the relevant Swap 
constitute legal, valid, binding obligations of the Swap Counterparty enforceable against it in 
accordance with their terms. The enforceability of the termination, bilateral close-out netting and 
multibranch netting provisions in the 2002 ISDA Master Agreement in the relevant jurisdictions in 

�6�Z�D�S�� 

�� 

�&�X�V�W�R�G�L�D�Q���K�R�O�G�V���W�K�H��
�F�R�O�O�D�W�H�U�D�O���R�Q���E�H�K�D�O�I���R�I��

�W�K�H���3�U�R�G�X�F�W�
 

�� 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\ �3�U�R�G�X�F�W 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���S�U�R�Y�L�G�H�V���W�R���3�U�R�G�X�F�W���D�Q���H�[�S�R�V�X�U�H��

�W�R���W�Z�L�F�H�������[�����W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J��

�6�W�R�F�N�����Q�H�W���R�I���W�U�D�Q�V�D�F�W�L�R�Q���F�R�V�W�V�� 
 

�7�K�H�� �3�U�R�G�X�F�W�� �S�U�R�Y�L�G�H�V�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�H��

�,�Q�L�W�L�D�O�� �$�P�R�X�Q�W�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��

�D�S�S�R�L�Q�W�H�G���E�\���W�K�H���7�U�X�V�W�H�H���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���D�Q�G��

�Z�L�O�O�� �R�Q�O�\�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\��
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�L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���P�D�U�N���W�R���P�D�U�N�H�W���U�L�V�N���H�[�S�R�V�X�U�H���D�W���W�K�H��
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which enforcement action may be brought is covered by standard netting opinions commissioned 
�E�\���,�6�'�$�����,�Q���U�H�V�S�H�F�W���R�I���H�D�F�K���6�Z�D�S�����Q�R�Q�H���R�I���W�K�H���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U���W�K�H���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´��
contained in the 2002 ISDA Master Agreement has been disapplied in respect of the relevant 
Swap Counterparty (although some of them have been amended to reflect the nature of the Swap 
�&�R�X�Q�W�H�U�S�D�U�W�\�����W�K�H���7�U�X�V�W�H�H���D�Q�G���W�K�H���3�U�R�G�X�F�W���D�Q�G���F�H�U�W�D�L�Q���³�$�G�G�L�W�L�R�Q�D�O���7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´���K�D�Y�H���D�O�V�R��
been inserted in respect of the Trustee and the Product). The Trustee (on behalf of the Product) 
�K�D�V���W�K�H���U�L�J�K�W�����L�Q���W�K�H���H�Y�H�Q�W���R�I���L�Q�V�R�O�Y�H�Q�F�\���R�U���W�K�H���R�F�F�X�U�U�H�Q�F�H���R�I���F�H�U�W�D�L�Q���R�W�K�H�U���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U��
�³�7�H�U�P�L�Q�D�W�L�R�Q�� �(�Y�H�Q�W�V�´�� �R�I�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�D�W�� �D�U�H�� �F�R�Q�W�L�Q�X�L�Q�J�� �D�W�� �W�K�H�� �U�H�O�H�Y�D�Q�W�� �W�L�P�H���� �W�R��
terminate the Swap on behalf of the Product at any time (such termination may take effect 
immediately) and without any approval from the Swap Counterparty. 
 
The actual termination events vary according to the negotiation between the Manager and each 
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����7�K�H���I�R�O�O�R�Z�L�Q�J�V���D�U�H���V�R�P�H���H�[�D�P�S�O�H�V���R�I���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´�� 

 
(a) decline in the Net Asset Value of the Product to a prescribed triggering level;  

  
(b) illegality of other similar events which affects the ability of the Swap Counterparty or the 

Product to perform its obligations under the Swap agreement; 
 

(c) change of Manager or Trustee; and 
 

(d) termination of the Product.  
 
Criteria for Selection of Swap Counterparty  
 
In selecting a Swap Counterparty (or a replacement Swap Counterparty), the Manager will have 
regard to a number of criteria, including but not limited to the fact that the prospective Swap 
Counterparty or its guarantor is a substantial financial institution (as defined under the Code) 
subject to an on-going prudential and regulatory supervision,��or such other entity acceptable to 
the SFC under the Code. The Manager may also impose such other selection criteria as it 
considers appropriate. A Swap Counterparty must be independent of the Manager.  
 
As at the date of this Prospectus, the Swap Counterparties to the Product and their guarantors 
(where relevant) are:  
 
Swap Counterparty  Place of incorporation of 

the Swap Counterparty  
�6�W�D�Q�G�D�U�G�� �	�� �3�R�R�U�¶�V�� �F�U�H�G�L�W��
rating  

J.P.Morgan Securities PLC United Kingdom �$�$�� 

Societe Generale France �$ 

HSBC Bank Plc United Kingdom A- 

 
The Manager will publish, inter alia, the latest list of the identity of the Swap Counterparty of the 
�3�U�R�G�X�F�W�����D�V���Z�H�O�O���D�V���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���D�Q�G���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���V�X�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����R�Q��
�W�K�H���0�D�Q�D�J�H�U�¶�V���Z�H�E�V�L�W�H���D�W��https://www.csopasset.com/en/products/hk-brk-2l (which has not been 
reviewed by the SFC). 

Collateral Arrangements 

The Manager seeks the provision of collateral to mitigate potential counterparty risks, with a view 
to ensuring that there is no uncollateralized counterparty risk exposure subject to the minimum 
�W�U�D�Q�V�I�H�U���D�P�R�X�Q�W�V���G�H�V�F�U�L�E�H�G���L�Q���W�K�H���V�H�F�W�L�R�Q���K�H�D�G�H�G���³�&�R�X�Q�W�H�U�S�D�U�W�\���(�[�S�R�V�X�U�H�´���D�E�R�Y�H�����7�K�H���F�R�O�O�D�W�H�U�D�O��

https://urldefense.com/v3/__https:/www.csopasset.com/en/products/hk-brk-2l__;!!CqcxuPVp!MOKVhOyu__A8TjxrGhV-06xIn9jM5gXFanFQDIevlH7F2IX8W8o8OUhWTmvwaAy0ngmXk1s_qJOCOasmYtGg$


 
 
 

�K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���V�K�R�X�O�G���U�H�S�U�H�V�H�Q�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
exposure towards the Swap Counterparties, with the value of the collateral marked to market by 
the end of each trading day. Where collateral taken is in the nature of cash and/or government 
bonds, the market value of such cash and/or government bond collateral should represent at least 
100% of the related gross counterparty risk exposure towards the Swap Counterparties.  
 
Collateral may take such form as the Manager considers appropriate, and currently it is in the 
form of bonds and/or cash. If a Swap Counterparty becomes insolvent, or if a Swap Counterparty 
fails to pay any sum payable under the Swap when due and after a demand has been made, or 
if other events of default specified in the relevant swap agreement occur, the Product, subject to 
the terms of the swap agreement, shall be entitled to enforce the relevant collateral and obtain 
full title thereof. In such instance�V�����W�K�H���3�U�R�G�X�F�W�¶�V���R�E�O�L�J�D�W�L�R�Q�V���W�R���U�H�W�X�U�Q���W�K�H���F�R�O�O�D�W�H�U�D�O���Z�L�O�O���E�H���R�I�I�V�H�W��
�D�J�D�L�Q�V�W���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���R�E�O�L�J�D�W�L�R�Q���W�R���S�D�\���X�Q�G�H�U���W�K�H���V�Z�D�S���D�J�U�H�H�P�H�Q�W���� 
 
The Manager has adopted measures to monitor the eligibility criteria and valuation of collateral 
provided to the Product on an ongoing basis.  
 
Collaterals taken by the Product shall comply with all applicable requirements under the Code, 
including Chapter 8.8(e) of the Code as supplemented by such other guidance from the SFC from 
time to time.  
 
The following criteria will be observed when accepting assets as collaterals for the Product: 
liquidity, daily valuation, credit quality, price volatility, diversification, correlation, management of 
operational and legal risks, enforceability, not being availability for secondary recourse and 
involving no structured product. Only cash collateral will be reinvested in accordance with the 
collateral policy set out in Part 1 of this Prospectus.   
 
The details of the collateral requirements required under the Code and the collateral policy of the 
Trust and the Product are set out in Part 1 of this Prospectus. 
 
Collateral provided to the Product must be held by the Trustee or any custodian duly appointed 
by the Trustee.  
 
�'�H�W�D�L�O�V�� �R�I�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �P�D�Q�D�J�H�P�H�Q�W�� �S�R�O�L�F�\�� �F�D�Q�� �E�H�� �I�R�X�Q�G�� �D�W�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H���D�W��
�K�W�W�S�V�������Z�Z�Z���F�V�R�S�D�V�V�H�W���F�R�P���H�Q���S�U�R�G�X�F�W�V���K�N���E�U�N�����O�����Z�K�L�F�K���K�D�V���Q�R�W���E�H�H�Q���U�H�Y�L�H�Z�H�G���E�\���W�K�H���6�)�&��.  
 
�7�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���G�H�U�L�Y�D�W�L�Y�H���H�[�S�R�V�X�U�H���P�D�\���E�H���P�R�U�H���W�K�D�Q�������������R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H�� 

The Product's net derivative exposure to financial derivative instruments will not exceed 202% of 
its Net Asset Value (i) at the time of Daily rebalancing of the Product, (ii) between Daily rebalancing, 
unless due to market movements. 

Swap Fees 

�7�K�H���3�U�R�G�X�F�W���Z�L�O�O���E�H�D�U���W�K�H���V�Z�D�S���I�H�H�V�����Z�K�L�F�K���L�Q�F�O�X�G�H�V���D�O�O���F�R�V�W�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���6�Z�D�S���W�U�D�Q�V�D�F�W�L�R�Q�V��
�D�Q�G���D�U�H���V�X�E�M�H�F�W���W�R���W�K�H���G�L�V�F�X�V�V�L�R�Q���D�Q�G���F�R�Q�V�H�Q�V�X�V���E�H�W�Z�H�H�Q���W�K�H���0�D�Q�D�J�H�U���D�Q�G���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\��
�E�D�V�H�G���R�Q���W�K�H���D�F�W�X�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V���R�Q���D���F�D�V�H���E�\���F�D�V�H���E�D�V�L�V�����7�K�H���V�Z�D�S���I�H�H�V���U�H�S�U�H�V�H�Q�W���D��
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�F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �L�Q�� �R�U�G�H�U�� �W�R��
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�L�Q�� �D�� �Q�H�J�D�W�L�Y�H�� �L�P�S�D�F�W�� �R�Q�� �W�K�H�� �W�U�D�F�N�L�Q�J�� �G�L�I�I�H�U�H�Q�F�H�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W���� �2�Q�� �W�K�H�� �F�R�Q�W�U�D�U�\���� �L�I�� �W�K�H�� �V�Z�D�S�� �I�H�H��
���6�2�)�5���S�O�X�V���V�S�U�H�D�G�����L�V���D���Q�H�J�D�W�L�Y�H���I�L�J�X�U�H�����W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���S�D�\���W�K�H���V�Z�D�S���I�H�H���W�R���W�K�H���3�U�R�G�X�F�W��
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�D�U�H�� �H�[�S�H�F�W�H�G�� �W�R���U�D�Q�J�H�� �I�U�R�P�� ������������ �W�R�������������� �S�H�U�� �D�Q�Q�X�P�� �R�I�� �W�K�H�� �6�Z�D�S�� �Q�R�W�L�R�Q�D�O�� �D�P�R�X�Q�W���� �L���H�����I�U�R�P��
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�X�Q�G�H�U�O�\�L�Q�J���K�H�G�J�H���P�D�\���L�Q�F�U�H�D�V�H���V�L�J�Q�L�I�L�F�D�Q�W�O�\���D�Q�G���L�Q���U�H�W�X�U�Q���L�Q�F�U�H�D�V�H���W�K�H���V�Z�D�S���I�H�H�V�����:�K�H�Q���W�K�H���D�F�W�X�D�O��
�V�Z�D�S�� �I�H�H�� �O�H�Y�H�O�� �H�[�F�H�H�G�V���W�K�H�� �G�L�V�F�O�R�V�H�G�� �O�H�Y�H�O���� �W�K�H�� �0�D�Q�D�J�H�U�� �Z�L�O�O�� �L�V�V�X�H�� �Q�R�W�L�F�H�� �W�R�� �W�K�H���L�Q�Y�H�V�W�R�U�V�����7�K�H��
�3�U�R�G�X�F�W�� �V�K�D�O�O�� �E�H�D�U�� �W�K�H�� �V�Z�D�S�� �I�H�H�V�� ���L�Q�F�O�X�G�L�Q�J�� �D�Q�\�� �F�R�V�W�V�� �D�V�V�R�F�L�D�W�H�G�� �Z�L�W�K�� �W�K�H�� �H�Q�W�H�U�L�Q�J�� �L�Q�W�R���� �R�U��
�X�Q�Z�L�Q�G�L�Q�J�� �R�U�� �P�D�L�Q�W�H�Q�D�Q�F�H�� �R�I���� �D�Q�\�� �K�H�G�J�L�Q�J�� �D�U�U�D�Q�J�H�P�H�Q�W�V�� �L�Q���U�H�V�S�H�F�W���R�I�� �V�X�F�K�� �6�Z�D�S�V�������6�Z�D�S�� �I�H�H�V��
�D�U�H�� �D�F�F�U�X�H�G�� �G�D�L�O�\�� �D�Q�G�� �V�S�U�H�D�G�� �R�X�W�� �R�Y�H�U�� �W�K�H�� �P�R�Q�W�K�����7�K�H�� �P�D�[�L�P�X�P�� �X�Q�Z�L�Q�G�L�Q�J�� �I�H�H�� �S�D�\�D�E�O�H�� �E�\�� �W�K�H��
�3�U�R�G�X�F�W���L�V�������E�S�V���S�H�U���W�U�D�Q�V�D�F�W�L�R�Q���R�Q���W�K�H���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W���R�I���W�K�H���6�Z�D�S���X�Q�Z�R�X�Q�G�� 

The Manager will disclose the swap fees in the semi-annual and annual financial reports of the 
Product. The swap fees will be borne by the Product and hence may have an adverse impact on 
the Net Asset Value and the performance of the Product, and may result in higher tracking error.  

Daily rebalancing of the Product  

The Product will rebalance its position on a day when the SEHK and the New York Stock Exchange 
(NYSE) are open for trading (i.e. a Business Day). At or around the close of trading of the NYSE 
on each Business Day, the Product will seek to rebalance its portfolio, by increasing exposure in 
�U�H�V�S�R�Q�V�H���W�R���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�¶�V��two times Daily gains or reducing exposure in response to the 
�8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N�¶�V��two times Daily losses, so that its Daily leveraged exposure ratio to the 
Underlying Stock is consistent w�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�� 

The table below illustrates how the Product as a leveraged product will rebalance its position 
following the movement of the price of the Underlying Stock by the end of trading of the relevant 
markets. Assuming that the initial Net Asset Value of the Product is 100 on day 0, the Product will 
need to have an exposure of 200 to meet the objective of the Product. If the price of the Underlying 
Stock increases by 10% during the day, the Net Asset Value of the Product would have increased 
to 120, making the exposure of the Product 220. As the Product needs an exposure of 240, which 
is 2x the �3�U�R�G�X�F�W�¶s Net Asset Value at closing, the Product will need to rebalance its position by an 
additional 20. Day 1 illustrates the rebalancing requirements if the price of the Underlying Stock 
falls by 5% on the subsequent day.   

 �&�D�O�F�X�O�D�W�L�R�Q �'�D�\���� �'�D�\���� �'�D�\���� 

(a) Initial Product NAV   100 120 108 

(b) Initial exposure (b) = (a) × 2  200 240 216 

(c) Daily change of price of Underlying 
Stock (%)   10% -5% 5% 

(d) Profit / loss on exposure (d) = (b) × (c)  20 -12 10.8 

(e) Closing Product NAV (e) = (a) + (d) 120 108 118.8 

(f) Exposure (f) = (b) × (1+(c))  220 228 226.8 

(g) Target exposure to maintain 

leverage ratio (g) = (e) × 2  240 216 237.6 

(h) Required rebalancing amounts (h) = (g) - (f) 20 -12 10.8 

The above figures are calculated before fees and expenses. 

Underlying Stock  

Berkshire Hathaway Inc engages in the provision of property and casualty insurance and 
reinsurance, utilities and energy, freight rail transportation, finance, manufacturing, and retailing 
services. It is listed on the NYSE, a stock exchange based in the US. 

Borrowing policy and restriction  

Borrowing against the assets of the Product is allowed up to a maximum of 10% of its latest 
available Net Asset Value, only on a temporary basis for the purposes of meeting redemption 



 
 
 

requests or defraying operating expenses.  

Comparison between the performance of the Underlying Stock and the leveraged 
performance of the Underlying Stock for a period longer than one day (i.e. comparison of 
the point -to-point performance)   

�7�K�H���3�U�R�G�X�F�W�¶�V���R�E�M�H�F�W�L�Y�H���L�V���W�R���S�U�R�Y�L�G�H���U�H�W�X�U�Q�V���Z�K�L�F�K���D�U�H���R�I���D���S�U�H�G�H�W�H�U�P�L�Q�H�G���O�H�Y�H�U�D�J�H���I�D�F�W�R�U�������[�����R�I��
�W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���V�X�F�K�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���Q�R�W���W�U�D�F�N��
�W�Z�L�F�H���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���J�U�H�D�W�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\����
�7�K�L�V���P�H�D�Q�V���W�K�D�W���W�K�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���R�I���W�L�P�H���J�U�H�D�W�H�U���W�K�D�Q���D���V�L�Q�J�O�H���G�D�\��
�P�X�O�W�L�S�O�L�H�G�� �E�\�� ���������� �J�H�Q�H�U�D�O�O�\�� �Z�L�O�O�� �Q�R�W�� �H�T�X�D�O�� ���������� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�Y�H�U�� �W�K�H�� �V�D�P�H��
�S�H�U�L�R�G�����,�W���L�V���D�O�V�R���H�[�S�H�F�W�H�G���W�K�D�W���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���X�Q�G�H�U�S�H�U�I�R�U�P���W�K�H���U�H�W�X�U�Q���R�I�������������R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N���L�Q���D���W�U�H�Q�G�O�H�V�V���R�U���I�O�D�W���P�D�U�N�H�W�����7�K�L�V���L�V���F�D�X�V�H�G���E�\���F�R�P�S�R�X�Q�G�L�Q�J�����Z�K�L�F�K���L�V���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���H�I�I�H�F�W��
�R�I���S�U�H�Y�L�R�X�V���H�D�U�Q�L�Q�J�V���J�H�Q�H�U�D�W�L�Q�J���H�D�U�Q�L�Q�J���R�U���O�R�V�V�H�V���L�Q���D�G�G�L�W�L�R�Q���W�R���W�K�H���S�U�L�Q�F�L�S�D�O���D�P�R�X�Q�W�����D�Q�G���Z�L�O�O���E�H��
�D�P�S�O�L�I�L�H�G���E�\���W�K�H���Y�R�O�D�W�L�O�L�W�\���R�I���W�K�H���P�D�U�N�H�W���D�Q�G���W�K�H���K�R�O�G�L�Q�J���S�H�U�L�R�G���R�I���W�K�H���3�U�R�G�X�F�W�����,�Q���D�G�G�L�W�L�R�Q�����W�K�H���H�I�I�H�F�W�V��
�R�I���Y�R�O�D�W�L�O�L�W�\���D�U�H���P�D�J�Q�L�I�L�H�G���L�Q���W�K�H���3�U�R�G�X�F�W���G�X�H���W�R���O�H�Y�H�U�D�J�H�����7�K�H���I�R�O�O�R�Z�L�Q�J���V�F�H�Q�D�U�L�R�V���L�O�O�X�V�W�U�D�W�H���K�R�Z���W�K�H��
�3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �P�D�\�� �G�H�Y�L�D�W�H�� �I�U�R�P�� �W�K�D�W�� �R�I�� �W�K�H�� �D�F�F�X�P�X�O�D�W�L�Y�H�� �U�H�W�X�U�Q�� �����[�����R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J��
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�7�K�H���F�K�D�U�W���E�H�O�R�Z���I�X�U�W�K�H�U���L�O�O�X�V�W�U�D�W�H�V���W�K�H���G�L�I�I�H�U�H�Q�F�H���E�H�W�Z�H�H�Q�����L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L�����W�Z�L�F�H��
the accumulative return of the Underlying Stock and (iii) accumulative return of the Underlying Stock, 
�L�Q�� �D�� �Y�R�O�D�W�L�O�H�� �P�D�U�N�H�W�� �Z�L�W�K�� �I�O�D�W�� �S�H�U�I�R�U�P�D�Q�F�H���R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���R�Y�H�U�� �D�� �S�H�U�L�R�G�� �J�U�H�D�W�H�U��than 1 
Business Day.  
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�$�V���L�O�O�X�V�W�U�D�W�H�G���L�Q���W�K�H���J�U�D�S�K�V���D�Q�G���W�K�H���W�D�E�O�H�V�����W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���H�T�X�D�O��
�W�R���W�Z�L�F�H���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���O�R�Q�J�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V��
�'�D�\���� 

�,�Q�Y�H�V�W�R�U�V�� �V�K�R�X�O�G�� �Q�R�W�H�� �W�K�D�W�� �G�X�H�� �W�R�� �W�K�H�� �H�I�I�H�F�W�� �R�I�� �³�S�D�W�K�� �G�H�S�H�Q�G�H�Q�F�\�´�� ���D�V�� �H�[�S�O�D�L�Q�H�G�� �E�H�O�R�Z���� �D�Q�G��
compounding of the Daily returns of the Underlying Stock, the performance of the Underlying Stock 
multiplied by two (and as a result the performance of the Product before deduction of fees and 
expenses) for periods longer than a single day, especially in periods of market volatility which has 
a negative impact on the accumulative return of the Product, may not be twice the return of the 
Underlying Stock and may be completely uncorrelated to the extent of change of the price of the 
Underlying Stock over the same period. 

�)�R�U�� �I�X�U�W�K�H�U�� �L�O�O�X�V�W�U�D�W�L�R�Q�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �X�Q�G�H�U�� �G�L�I�I�H�U�H�Q�W�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V���� �L�Q�Y�H�V�W�R�U�V��
�P�D�\�� �D�F�F�H�V�V�� �W�K�H�� �³�S�H�U�I�R�U�P�D�Q�F�H�� �V�L�P�X�O�D�W�R�U�´�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Z�H�E�V�L�W�H�� �D�W 
https://www.csopasset.com/en/products/hk-brk-2l (which has not been reviewed by the SFC), 
�Z�K�L�F�K���Z�L�O�O���V�K�R�Z���W�K�H���3�U�R�G�X�F�W�¶�V���K�L�V�W�R�U�L�F�D�O���S�H�U�I�R�U�P�D�Q�F�H���G�D�W�D���G�X�U�L�Q�J���D���V�H�O�H�F�W�H�G���W�L�P�H���S�H�U�L�R�G���V�L�Q�F�H���W�K�H��
launch of the Product.  

�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\ 
 
As explained above, the Product tracks the leveraged performance of the �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N, if 
observed on a Daily basis. However, due to path dependency of the performance of the Underlying 
Stock and the Daily leveraged performance of the Underlying Stock, when comparing the 
performance of the Underlying Stock and the leveraged performance of the Underlying Stock for a 
period longer than one day (i.e. comparison of the point-to-point performance), the historical 
leveraged performance of the Underlying Stock will not be equal to the simple leveraged 
performance of the Underlying Stock over the same period of time. 
 
�%�H�O�R�Z���L�V���D�Q���H�[�D�P�S�O�H���Z�K�L�F�K���L�O�O�X�V�W�U�D�W�H�V���W�K�H���³�S�D�W�K���G�H�S�H�Q�G�H�Q�F�\�´���R�I���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N���D�Q�G���W�K�H���O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����3�O�H�D�V�H���Q�R�W�H���W�K�D�W���I�L�J�X�U�H�V���X�V�H�G���D�U�H��
�I�R�U���L�O�O�X�V�W�U�D�W�L�R�Q���S�X�U�S�R�V�H�V���R�Q�O�\���D�Q�G���D�U�H���Q�R�W���L�Q�G�L�F�D�W�L�Y�H���R�I���W�K�H���D�F�W�X�D�O���U�H�W�X�U�Q���O�L�N�H�O�\���W�R���E�H���D�F�K�L�H�Y�H�G�� 
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�W�K�H���3�U�R�G�X�F�W���Z�L�O�O���I�D�O�O���E�\�����������������L�I���W�K�H���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���I�D�O�O�V���E�\�����������������2�Q���W�K�H���E�D�V�L�V���R�I��
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The Offering Phases  

�,�Q�L�W�L�D�O���2�I�I�H�U���3�H�U�L�R�G�� 
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�3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U���R�Q���L�W�V���U�H�T�X�L�U�H�P�H�Q�W�V���L�I���W�K�H�\���Z�D�Q�W���D���3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U���W�R���V�X�E�V�F�U�L�E�H���I�R�U���8�Q�L�W�V���R�Q��
�W�K�H�L�U���E�H�K�D�O�I�� 

�$�I�W�H�U���/�L�V�W�L�Q�J 

�³�$�I�W�H�U���/�L�V�W�L�Q�J�´���F�R�P�P�H�Q�F�H�V���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H���D�Q�G���F�R�Q�W�L�Q�X�H�V���X�Q�W�L�O���W�K�H���7�U�X�V�W���L�V���W�H�U�P�L�Q�D�W�H�G�� 

�'�H�D�O�L�Q�J�V���L�Q���W�K�H���8�Q�L�W�V���R�Q���W�K�H���6�(�+�.���F�R�P�P�H�Q�F�H�G���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H�� 

�$�O�O���L�Q�Y�H�V�W�R�U�V���P�D�\���E�X�\���D�Q�G���V�H�O�O���8�Q�L�W�V���L�Q���W�K�H���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���R�Q���W�K�H���6�(�+�.���D�Q�G���3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V��
���I�R�U���W�K�H�P�V�H�O�Y�H�V���R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����P�D�\���D�S�S�O�\���I�R�U���F�U�H�D�W�L�R�Q���D�Q�G���U�H�G�H�P�S�W�L�R�Q���R�I���8�Q�L�W�V���L�Q���W�K�H���S�U�L�P�D�U�\��
�P�D�U�N�H�W���L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H�����I�U�R�P�������������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����W�R�������������S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q��
�H�D�F�K���'�H�D�O�L�Q�J���'�D�\���� 

�7�K�H�� �I�R�O�O�R�Z�L�Q�J�� �W�D�E�O�H�� �V�X�P�P�D�U�L�V�H�V�� �D�O�O�� �N�H�\�� �H�Y�H�Q�W�V�� �D�Q�G�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �H�[�S�H�F�W�H�G�� �W�L�P�H�W�D�E�O�H�� ���D�O�O��
�U�H�I�H�U�H�Q�F�H�V���W�R���W�L�P�H�V���D�U�H���W�R���+�R�Q�J���.�R�Q�J���W�L�P�H������ 



 
 
 

�,�Q�L�W�L�D�O���2�I�I�H�U���3�H�U�L�R�G���F�R�P�P�H�Q�F�H�V 
 

 

�x �3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���P�D�\���D�S�S�O�\���I�R�U��
�F�U�H�D�W�L�R�Q���I�R�U���W�K�H�P�V�H�O�Y�H�V���R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V��
�L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H�� �� 

 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q������ ���0�D�U�F�K��
�������� ���E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\���W�K�H��
�0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������D���P�������+�R�Q�J��
�.�R�Q�J���W�L�P�H�����R�Q���������$�S�U�L�O���������� 
 

�7�K�H���G�D�W�H���W�K�D�W���L�V���W�Z�R���%�X�V�L�Q�H�V�V���'�D�\�V���S�U�L�R�U���W�R���W�K�H��
�/�L�V�W�L�Q�J���'�D�W�H 

 

 

�x �/�D�W�H�V�W���W�L�P�H���I�R�U���&�U�H�D�W�L�R�Q���$�S�S�O�L�F�D�W�L�R�Q�V���E�\��
�3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���I�R�U���8�Q�L�W�V���W�R���E�H��
�D�Y�D�L�O�D�E�O�H���I�R�U���W�U�D�G�L�Q�J���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H 

 

�x �����������S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���������0�D�U�F�K��
�������� ���E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\���W�K�H��
�0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������S���P�������+�R�Q�J��
�.�R�Q�J���W�L�P�H�����R�Q���������$�S�U�L�O���������� 

�$�I�W�H�U���O�L�V�W�L�Q�J�����S�H�U�L�R�G���F�R�P�P�H�Q�F�H�V���R�Q���W�K�H���/�L�V�W�L�Q�J��
�'�D�W�H�� 

 

�x �$�O�O���L�Q�Y�H�V�W�R�U�V���P�D�\���V�W�D�U�W���W�U�D�G�L�Q�J���8�Q�L�W�V���R�Q���W�K�H��
�6�(�+�.���W�K�U�R�X�J�K���D�Q�\���G�H�V�L�J�Q�D�W�H�G���E�U�R�N�H�U�V����
�D�Q�G 
 

�x �3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���P�D�\���D�S�S�O�\���I�R�U��
�F�U�H�D�W�L�R�Q���D�Q�G���U�H�G�H�P�S�W�L�R�Q�����I�R�U���W�K�H�P�V�H�O�Y�H�V��
�R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H 

�x �&�R�P�P�H�Q�F�H���D�W�������������D���P�������+�R�Q�J���.�R�Q�J��
�W�L�P�H�����R�Q���������0�D�U�F�K���������������E�X�W���P�D�\���E�H��
�S�R�V�W�S�R�Q�H�G���E�\���W�K�H���0�D�Q�D�J�H�U���W�R���D���G�D�W�H���Q�R��
�O�D�W�H�U���W�K�D�Q���������$�S�U�L�O���������� 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����W�R��������������
�S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���H�D�F�K���'�H�D�O�L�Q�J��
�'�D�\�� 

 

 

�(�[�F�K�D�Q�J�H���/�L�V�W�L�Q�J���D�Q�G���7�U�D�G�L�Q�J�����6�H�F�R�Q�G�D�U�\���0�D�U�N�H�W�� 

Application has been made to the Listing Committee of the SEHK for the listing of, and permission 
to deal in the Units traded in USD and HKD. 

Units are neither listed nor dealt on any other stock exchange and no application for such listing or 
permission to deal is being sought as at the date of this Prospectus. Application may be made in 
the future for a listing of Units on one or more other st�R�F�N���H�[�F�K�D�Q�J�H�V�����,�Q�Y�H�V�W�R�U�V�¶���D�W�W�H�Q�W�L�R�Q���L�V���G�U�D�Z�Q��
�W�R�� �W�K�H�� �V�H�F�W�L�R�Q�� �H�Q�W�L�W�O�H�G�� �³�(�[�F�K�D�Q�J�H�� �/�L�V�W�L�Q�J�� �D�Q�G�� �7�U�D�G�L�Q�J�� ���6�H�F�R�Q�G�D�U�\�� �0�D�U�N�H�W���´�� �L�Q�� �3�D�U�W�� ���� �R�I�� �W�K�L�V��
Prospectus for further information. 

Dealings on the SEHK in Units traded in USD and HKD are expected to begin on 24 March 2025.  

Participating Dealers should note that they will not be able to sell or otherwise deal in the Units on 
the SEHK until dealings begin on the SEHK. 

Dual  Counter Trading  

The Manager has arranged for Units to be available for trading on the secondary market on the 
SEHK under a Dual Counter arrangement. Units are denominated in USD. Despite the Dual 
Counter arrangement, the creation of new Units and redemption of Units in the primary market are 
settled in USD only. The Product offers 2 trading counters on the SEHK (i.e. HKD counter and USD 
counter) to investors for secondary trading purposes. Units traded in HKD counter will be settled in 
HKD and Units traded in USD counter will be settled in USD. Apart from settlement in different 
currencies, the trading prices of Units in the 2 counters may be different. 

Units traded on both counters are of the same class and share the same ISIN, and all Unitholders 
of both counters are treated equally. The 2 counters will have different stock codes and different 



 
 
 

stock short names as follows: 

 �8�6�'���&�R�X�Q�W�H�U �+�.�'���&�R�X�Q�W�H�U 

�6�W�R�F�N���&�R�G�H ��������  ��������  

�6�K�R�U�W���6�W�R�F�N���1�D�P�H �; �/�� �&�6�2�3�%�5�.�%���8 �; �/�� �&�6�2�3�%�5�.�% 

�,�6�,�1���Q�X�P�E�H�U �+�.��������������������  

 

�1�R�U�P�D�O�O�\���� �L�Q�Y�H�V�W�R�U�V�� �F�D�Q�� �E�X�\�� �D�Q�G�� �V�H�O�O�� �8�Q�L�W�V�� �W�U�D�G�H�G�� �L�Q�� �W�K�H�� �V�D�P�H�� �F�R�X�Q�W�H�U�� �R�U�� �D�O�W�H�U�Q�D�W�L�Y�H�O�\���E�X�\�� �L�Q�� ����
�F�R�X�Q�W�H�U�� �D�Q�G�� �V�H�O�O�� �L�Q�� �W�K�H�� �R�W�K�H�U�� �F�R�X�Q�W�H�U�� �S�U�R�Y�L�G�H�G�� �W�K�H�L�U�� �E�U�R�N�H�U�V�� �S�U�R�Y�L�G�H�� �E�R�W�K���8�6�'���D�Q�G���+�.�'�� trading 
services at the same time. Inter-counter buy and sell is permissible even if the trades take place 
within the same trading day. However, investors should note that the trading price of Units traded 
in the �8�6�' counter and that of HKD counter may be different and may not always maintain a close 
relationship depending on factors such as market demand and supply and liquidity in each counter. 

More information with regard to the Dual Counter is available in the frequently asked questions in 
�U�H�V�S�H�F�W�� �R�I�� �W�K�H�� �'�X�D�O�� �&�R�X�Q�W�H�U�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H��
http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products�� 

Investors should consult their brokers if they have any questions concerning fees, timing, 
procedures and the operation of the Dual Counter, including inter-counter trading���� �,�Q�Y�H�V�W�R�U�V�¶��
�D�W�W�H�Q�W�L�R�Q���L�V���D�O�V�R���G�U�D�Z�Q���W�R���W�K�H���U�L�V�N���I�D�F�W�R�U���E�H�O�R�Z���H�Q�W�L�W�O�H�G���³�'�X�D�O���&�R�X�Q�W�H�U��Trading �5�L�V�N�V�´�� 

Distribution Policy  

The Manager intends to distribute income to Unitholders annually (in December) having regard to 
�W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���L�Q�F�R�P�H���D�I�W�H�U���I�H�H�V���D�Q�G���F�R�V�W�V��  

The Manager will also have the discretion to determine if and to what extent distributions (whether 
directly or effectively) will be paid out of capital of the Product. 

The Manager may, at its discretion, pay distributions out of capital. The Manager may also, at its 
discretion, pay distributions out of gross income while all or part of the fees and expenses of the 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of capital.  Investors should note that payments of distributions out of capital 
�R�U�� �H�I�I�H�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �F�D�S�L�W�D�O�� �D�P�R�X�Q�W�V�� �W�R�� �D�� �U�H�W�X�U�Q�� �R�U�� �Z�L�W�K�G�U�D�Z�D�O�� �R�I�� �S�D�U�W�� �R�I�� �D�Q�� �L�Q�Y�H�V�W�R�U�¶�V�� �R�U�L�J�L�Q�D�O��
investment or from any capital gains attributable to that original investment. Any distributions 
�L�Q�Y�R�O�Y�L�Q�J�� �S�D�\�P�H�Q�W�� �R�X�W�� �R�I�� �R�U�� �H�I�I�H�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�D�S�L�W�D�O�� �P�D�\�� �U�H�V�X�O�W�� �L�Q�� �D�Q�� �L�P�P�H�G�L�D�W�H��
reduction in the Net Asset Value per Unit and will reduce any capital appreciation for the Unitholders. 
There is no guarantee of any regular distribution. 

The composition of the distributions (i.e. the relative amounts paid out of net distributable income 
and capital) for the last 12 months are available by the Manager on request and also on the 
�0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H https://www.csopasset.com/en/products/hk-brk-2l (which has not been 
reviewed by the SFC).  

The distribution policy may be amended subject to the SFC�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O���D�Q�G���X�S�R�Q���J�L�Y�L�Q�J���Q�R�W��
�O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V���� 

Distributions (if declared) will be declared in the base currency of the Product (i.e. USD). The 
Manager will make an announcement prior to any distribution in respect of the relevant distribution 
amount in USD only. The details of the distribution declaration dates, distribution amounts and ex-
�G�L�Y�L�G�H�Q�G�� �S�D�\�P�H�Q�W�� �G�D�W�H�V�� �Z�L�O�O�� �E�H�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H 
https://www.csopasset.com/en/products/hk-brk-2l (which has not been reviewed by the SFC) and 
�R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H 

http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products
https://urldefense.com/v3/__https:/www.csopasset.com/en/products/hk-brk-2l__;!!CqcxuPVp!MOKVhOyu__A8TjxrGhV-06xIn9jM5gXFanFQDIevlH7F2IX8W8o8OUhWTmvwaAy0ngmXk1s_qJOCOasmYtGg$
https://urldefense.com/v3/__https:/www.csopasset.com/en/products/hk-brk-2l__;!!CqcxuPVp!MOKVhOyu__A8TjxrGhV-06xIn9jM5gXFanFQDIevlH7F2IX8W8o8OUhWTmvwaAy0ngmXk1s_qJOCOasmYtGg$


 
 
 

http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx (which 
has not been reviewed by the SFC).  

There can be no assurance that distributions will be paid.  

Each Unitholder will receive distributions in USD. Unitholders are advised to check with their 
brokers/intermediaries on the arrangements concerning distributions.  

Distribution payment rates in respect of Units will depend on factors beyond the control of the 
Manager or Trustee including, general economic conditions, and the financial position and dividend 
or distribution policies of the relevant underlying entities. There can be no assurance that such 
entities will declare or pay dividends or distributions. 

Fees and Expenses  

�0�D�Q�D�J�H�P�H�Q�W���)�H�H�� 

The Product pays a Management Fee as a single flat fee, currently at 1.6% per year of the Net 
�$�V�V�H�W���9�D�O�X�H���R�I�� �W�K�H���3�U�R�G�X�F�W���� �3�O�H�D�V�H���U�H�I�H�U���W�R���W�K�H���V�H�F�W�L�R�Q���³�)�H�H�V���D�Q�G���(�[�S�H�Q�V�H�V�´���D�V���W�R���W�K�H���I�H�H�V���D�Q�G��
charges included in the Management Fee. The Management Fee is calculated as at each Dealing 
Day and payable monthly in USD in arrears out of the Trust Fund. 

The Management Fee may be increased up to 3% per year of the Net Asset Value of the Product, 
�R�Q���R�Q�H���P�R�Q�W�K�¶�V���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�����R�U���V�X�F�K���V�K�R�U�W�H�U���S�H�U�L�R�G���D�V���D�S�S�U�R�Y�H�G���E�\���W�K�H���6�)�&�������,�Q���W�K�H���H�Y�H�Q�W��
that such fee is to be increased beyond this rate (which is the maximum rate set out in the Trust 
�'�H�H�G�������V�X�F�K���L�Q�F�U�H�D�V�H���Z�L�O�O���E�H���V�X�E�M�H�F�W���W�R���W�K�H���8�Q�L�W�K�R�O�G�H�U�V�¶���D�Q�G���W�K�H���6�)�&�¶�V���D�S�S�U�R�Y�D�O�� 

The Trustee fee is inclusive in the Management Fee.  

Swap fees  

�'�H�W�D�L�O�V���R�I���W�K�H���V�Z�D�S���I�H�H�V���D�Q�G���L�Q�G�L�U�H�F�W���F�R�V�W�V���D�U�H���V�H�W���R�X�W���L�Q���W�K�H���V�H�F�W�L�R�Q���³�6�Z�D�S���I�H�H�V�´���L�Q���W�K�L�V���$�S�S�H�Q�G�L�[. 

Risk Factors Specific to the Product  

In addition to the risk factors presented in Part 1 of this Prospectus, the risk factors set forth below 
are also specific risks, in the opinion of the Manager, considered to be relevant and presently 
applicable specifically to the Product. 

Single Stock Concentration Risk  

The Product is subject to concentration risk as a result of tracking the leveraged performance of 
the single Underlying Stock. The value of the Product may be more volatile than that of a fund 
having a more diverse portfolio of investments���G�X�H���W�R���W�K�H���Q�R�Q���G�L�Y�H�U�V�L�I�L�H�G���Q�D�W�X�U�H���R�I���L�Q�Y�H�V�W�L�Q�J���L�Q��
�W�K�H�� �V�L�Q�J�O�H���8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N. The value of the Product may be more susceptible to adverse 
conditions in respect of such particular Underlying Stock. 

Extreme Price Volatility Risk  

Prices of the Product may be more volatile than conventional ETFs because of the use of leverage 
and the daily rebalancing activities and the leverage effect. Furthermore, the Product is 
concentrated in a single Underlying Stock. Given its non-diversified and leveraged nature, the 
Product is subject to extreme price volatility and may become non-viable within a short period. You 
may lose a significant portion or all of your investment within one day. 

Under exceptional circumstances where the Product becomes non-viable, the Manager may use 
its discretion to deviate from the investment strategy or take defensive measures, which may 
include liquidating swap positions and suspending trading of the Product, in order to safeguard the 
interests of the product and its unitholders to prevent potential negative fund value and protect the 
interests of the investors. Such circumstances may arise if there are extreme intra-day price 



 
 
 

movements and the Manager will issue a notice to inform investors. Please note that the Manager 
may re-enter the swap contracts at the market closes on the same day depending on market 
condition.  

Risks associated with  the Underlying Stock - Berkshire Hathaway Inc Class B   

Risks specific to the Underlying Stock  

Berkshire Hathaway Inc. faces risks associated with: being a conglomerate; increasing regulatory 
challenges and oversights; geopolitical events that cause loses to its business and the value of 
securities it owns; dependence on a few key people for investment and capital allocation decisions; 
concentration of investments in equities; risks that may impact its insurance businesses, including 
epidemics, pandemics and other similar outbreaks, cybersecurity events, terrorism and 
underwriting losses; and regulatory changes that adversely impact operating results. 

Financials sector risk 

Berkshire Hathaway Inc. exposed to risks associated with the financials sector Performance of 
companies in the financials sector may be materially impacted by many factors, including but not 
limited to, government regulations, economic conditions, credit rating downgrades, changes in 
interest rates and decreased liquidity in credit markets. Profitability of these companies is largely 
dependent on the availability and cost of capital and can fluctuate significantly when interest rates 
change. Credit losses resulting from financial difficulties of borrowers also can negatively impact 
the sector. These companies are also subject to substantial government regulation and intervention, 
which may adversely impact the scope of their activities, the prices they can charge, the amount of 
capital they must maintain, and potentially, their size. Government regulation may change 
frequently and may have significant adverse consequences for financial companies, including 
effects that are not intended by such regulation. The impact of more stringent capital requirements, 
or recent or future regulation in various countries on any individual financial company or of the 
financials sector as a whole, cannot be predicted. The financials sector is also a target for cyber 
attacks and may experience technology malfunctions and disruptions, which have occurred more 
frequently in recent years. 

Large/mega-capitalisation company risk  

Berkshire Hathaway Inc. is a large/mega-capitalisation company that is relatively mature compared 
to smaller companies and therefore subject to slower growth during times of economic expansion. 
It may struggle with flexibility to respond quickly to disruptions and changes in trends. The high 
valuation of large/mega-capitalisation companies can make Berkshire Hathaway Inc. more 
susceptible to market corrections, downturns and changes in interest rates. Moreover, large/mega-
capitalisation companies typically have high price-to-earnings ratio than smaller capitalisation 
companies which can lead to overvaluation and may indicate there is less room for gains and even 
potential downward price adjustment. These companies usually exert market dominance and 
therefore frequently face regulatory pressures, in particular antitrust scrutiny. This leads to legal 
challenges and increased costs which may in turn affect profitability. 

Long Term Holding Risk  

The Product is not intended for holding longer than one day as the performance of the Product 
over a period longer than one day will very likely differ in amount and possibly direction from the 
leveraged performance of the Underlying Stock over that same period (e.g. the loss may be more 
than twice the fall in the price of the Underlying Stock). The effect of compounding becomes more 
�S�U�R�Q�R�X�Q�F�H�G�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �D�V�� �W�K�H��price of the Underlying Stock experiences 
�Y�R�O�D�W�L�O�L�W�\���� �7�K�H�� �G�H�Y�L�D�W�L�R�Q�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �I�U�R�P�� �W�K�H�� �O�H�Y�H�U�D�J�H�G�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�I�� �W�K�H��
Underlying Stock will increase, and the performance of the Product will generally be adversely 
affected with higher volatility of the price of the �8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N. As a result of Daily rebalancing, 
the volatility of the price of the Underlying Stock �D�Q�G�� �W�K�H�� �H�I�I�H�F�W�V�� �R�I�� �F�R�P�S�R�X�Q�G�L�Q�J�� �R�I�� �H�D�F�K�� �G�D�\�¶�V��
return over time, it is even possible that the Product will lose money over time while the Underlying 
Stock�¶�V���S�H�U�I�R�U�P�D�Q�F�H���L�Q�F�U�H�D�V�H�V���R�U���L�V���I�O�D�W���� 
 



 
 
 

Leverage Risk  

The Product will utilise leverage to achieve a Daily return equivalent to twice (2x) the return of the 
Underlying Stock. Both gains and losses will be magnified. The risk of loss resulting from an 
investment in the Product in certain circumstances including a bear market will be substantially 
more than a fund that does not employ leverage. 
 
Risk of Rebalancing Activities  

There is no assurance that the Product can rebalance their portfolio on a Daily basis to achieve 
their investment objectives. Market disruption, regulatory restrictions, counterparty capacity limits 
�R�U���H�[�W�U�H�P�H���P�D�U�N�H�W���Y�R�O�D�W�L�O�L�W�\���P�D�\���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���U�H�E�D�O�D�Q�F�H���L�W�V���S�R�U�W�I�R�O�L�R�� 
 
Liquidity Risk  

The rebalancing activities of the Product typically take place near �W�K�H�� �H�Q�G�� �R�I�� �W�U�D�G�L�Q�J���R�I�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W��to minimise tracking difference. As a result, the Product may be more exposed 
to the market conditions during a shorter interval and may be more subject to liquidity risk and the 
Swap Counterparty's capacity to execute may also be subject to liquidity risk. 
 
Intraday Investment Risk  
 
The Product is normally rebalanced at the end of �W�U�D�G�L�Q�J���R�I���W�K�H���X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W �R�Q���D���%�X�V�L�Q�H�V�V��
�'�D�\. As such, return for investors that invest for period less than a full Trading Day will generally be 
greater than or less than two times (2x) leveraged investment exposure to the Underlying Stock, 
depending upon the movement of the price of the Underlying Stock from the end of one Trading 
Day until the time of purchase. 
 
Portfolio Turnover Risk  
 
�'�D�L�O�\�� �U�H�E�D�O�D�Q�F�L�Q�J�� �R�I�� �3�U�R�G�X�F�W�¶�V�� �K�R�O�G�L�Q�J�V�� �F�D�X�V�H�V�� �D�� �K�L�J�K�H�U�� �O�H�Y�H�O�� �R�I�� �S�R�U�W�I�R�O�L�R�� �W�U�D�Q�V�D�F�W�L�R�Q�V�� �W�K�D�Q��
compared to the conventional �H�[�F�K�D�Q�J�H�� �W�U�D�G�H�G�� �I�X�Q�G�V. High levels of transactions increase 
brokerage and other transaction costs. 
 
Risks Associated with Investing in Swaps  

Limited Availability of Swaps Risk 

�7�K�H���0�D�Q�D�J�H�U�¶�V���D�E�L�O�L�W�\���W�R���P�D�Q�D�J�H���W�K�H��Product in accordance with its stated investment objective will 
depend upon the willingness and ability of potential Swap Counterparties to engage in Swaps with 
the Product linked to the performance of the Underlying Stock . A �6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R��
continue to enter into Swaps or other derivative transactions with the Product may be reduced or 
eliminated, which could have a material adverse effect on the Product. Furthermore, Swaps are of 
limited duration and there is no guarantee that Swaps entered into with a Swap Counterparty will 
continue indefinitely. Accordingly, the duration of a Swap depends on, among other factors, the 
ability of the Product to renew the expiration period of the relevant Swap at agreed upon terms. If 
the Product is unable to obtain sufficient exposure to �W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H��
of the Underlying Stock because of the limited availability of Swaps linked to t�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H��
�O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H��of the Underlying Stock, the Product could, among other alternatives, as a 
defensive measure, suspend creations until the Manager determines that the requisite swap 
exposure is obtainable. During the period that creations are suspended, the Product could trade at 
a significant premium or discount to the Net Asset Value and could experience substantial 
redemptions. To the extent that such events result in a termination event under �W�K�H���3�U�R�G�X�F�W�¶�V���6�Z�D�S�V����
the risks related to the limited availability of Swaps would be compounded and the Product may be 
adversely affected. 
 
Counterparty Risk  
 



 
 
 

Because a Swap is an obligation of the Swap Counterparty rather than a direct investment in the 
Underlying Stock, the Product may suffer losses potentially equal to, or greater than, the full value 
of the Swap if the Swap Counterparty fails to perform its obligations under the Swap as a result of 
bankruptcy or otherwise. Any loss would result in a reduction in the Net Asset Value of the Product 
�D�Q�G���Z�L�O�O���O�L�N�H�O�\���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�����7�K�H���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�D�V�V�R�F�L�D�W�H�G���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�V���H�[�S�H�F�W�H�G to be greater than that may be encountered 
by most other funds because the Product expects to use Swaps as the principal means to gain 
exposure to the Underlying Stock. Despite the counterparty risk management measures in place, 
�W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I�� �W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� �W�R���]�H�U�R���L�V���V�X�E�M�H�F�W���W�R��
settlement risks arising from settlement failures and market risks (including price movements prior 
t�R�� �W�K�H�� �U�H�T�X�L�U�H�G�� �F�D�V�K�� �S�D�\�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W������ �7�K�H�� �3�U�R�G�X�F�W�¶�V�� �Q�H�W��
exposure to each Swap Counterparty may exceed zero if any such risks eventuate. The extent of 
�W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�R�W�H�Q�W�L�D�O�� �O�R�V�V�� �D�U�L�V�L�Q�J�� �L�Q�� �W�K�L�V�� �U�H�J�D�U�G�� �L�V�� �O�L�N�H�O�\�� �W�R�� �E�H�� �W�K�H�� �D�P�R�X�Q�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Q�H�W��
counterparty exposure. 
 
�7�K�H���0�D�Q�D�J�H�U���Z�L�O�O���P�D�Q�D�J�H���W�K�H���3�U�R�G�X�F�W���W�R���H�Q�V�X�U�H���W�K�D�W���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W��
�D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���D�Q�G���E�H���P�D�L�Q�W�D�L�Q�H�G�����P�D�U�N�H�G��
�W�R���P�D�U�N�H�W���R�Q���D���G�D�L�O�\���E�D�V�L�V�����Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H���L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�H�[�S�R�V�X�U�H���D�W���W�K�H���H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\�����,�I���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H��
�3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I���D�Q�\���W�U�D�G�L�Q�J���G�D�\���7�����E�\���W�K�H���H�Q�G���R�I���W�K�D�W��
�W�U�D�G�L�Q�J���G�D�\���7���� �W�K�H���0�D�Q�D�J�H�U���Z�L�O�O���J�H�Q�H�U�D�O�O�\�� �U�H�T�X�L�U�H���W�K�D�W���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���G�H�O�L�Y�H�U���D�G�G�L�W�L�R�Q�D�O��
�F�R�O�O�D�W�H�U�D�O���D�V�V�H�W�V���W�R���P�D�N�H���X�S���I�R�U���W�K�H���G�L�I�I�H�U�H�Q�F�H���L�Q���Y�D�O�X�H�����Z�L�W�K���W�K�H���V�H�W�W�O�H�P�H�Q�W���R�I���V�X�F�K���G�H�O�L�Y�H�U�\���H�[�S�H�F�W�H�G��
�W�R�� �R�F�F�X�U�� �R�Q���R�U�� �E�H�I�R�U�H���W�U�D�G�L�Q�J�� �G�D�\�� �7�������� �'�H�V�S�L�W�H�� �W�K�H�� �F�R�X�Q�W�H�U�S�D�U�W�\�� �U�L�V�N�� �P�D�Q�D�J�H�P�H�Q�W�� �P�H�D�V�X�U�H�V�� �L�Q��
�S�O�D�F�H�����W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���]�H�U�R���L�V���V�X�E�M�H�F�W��
�W�R�� �V�H�W�W�O�H�P�H�Q�W�� �U�L�V�N�V�� �D�U�L�V�L�Q�J�� �I�U�R�P�� �V�H�W�W�O�H�P�H�Q�W�� �I�D�L�O�X�U�H�V�� �D�Q�G�� �P�D�U�N�H�W�� �U�L�V�N�V�� ���L�Q�F�O�X�G�L�Q�J�� �S�U�L�F�H�� �P�R�Y�H�P�H�Q�W�V��
�S�U�L�R�U���W�R���W�K�H���U�H�T�X�L�U�H�G���F�D�V�K���S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W�������$�Q�\���G�H�O�D�\���L�Q���W�K�H���F�D�V�K��
�S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W���S�U�L�R�U���W�R���W�K�H���H�Q�G���R�I���W�K�H���U�H�O�H�Y�D�Q�W���W�U�D�G�L�Q�J���G�D�\���7������
�P�D�\���F�D�X�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���E�H���O�D�U�J�H�U���W�K�D�Q���]�H�U�R���I�U�R�P���W�L�P�H���W�R���W�L�P�H����
�7�K�L�V���P�D�\���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V���I�R�U���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���H�Y�H�Q�W���R�I���W�K�H���L�Q�V�R�O�Y�H�Q�F�\���R�U���G�H�I�D�X�O�W���R�I���W�K�D�W��
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 
 
�(�D�U�O�\���7�H�U�P�L�Q�D�W�L�R�Q���R�I���6�Z�D�S�V���5�L�V�N 
 
In some circumstances, a Swap Counterparty can terminate the swap agreements early which may 
�D�G�Y�H�U�V�H�O�\���L�P�S�D�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�D�Q���D�O�V�R���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V��
�D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���D�Q�G���P�D�\���V�X�E�M�H�F�W���W�K�H���3�U�R�G�X�F�W���W�R���V�X�E�V�W�D�Q�W�L�D�O���O�R�V�V����Also, the 
Product may face an increase in the cost to enter into a similar swap agreement with additional 
Swap Counterparties.   
 
�+�L�J�K���6�Z�D�S���)�H�H�V���5�L�V�N 
 
The Product will bear the swap fees, which are subject to the discussion and consensus between 
the Manager and the Swap Counterparty based on the actual market circumstances on a case-by-
case basis. The current swap fees are a best estimate only and may deviate from the actual market 
conditions. The swap fees of the Product may be higher than that of other leveraged and inverse 
products tracking broad-based indices or commodities indices due to market condition, market 
sentiment on the Underlying Stock and changes in interest rates. This may have an adverse impact 
on the NAV and performance of the Product, and hence may result in higher tracking difference. In 
extreme market conditions and exceptional circumstances, the brokerage commission and the 
�6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �P�D�\�� �L�Q�F�U�H�D�V�H�� �V�L�J�Q�L�I�L�F�D�Q�W�O�\�� �D�Q�G�� �L�Q��
return increase the swap fees.      
 
Capacity Limit Risk 
 
The Swap Counterparties may also be subject to a capacity limit representing the commitment of 
the Swap Counterparty to conduct the Swap transactions to provide the required exposure to the 
Underlying Stock �I�R�U���W�K�H���3�U�R�G�X�F�W�����$�F�F�R�U�G�L�Q�J�O�\�����W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���W�K�H��Underlying Stock may 
be affected. Whilst the Manager does not anticipate that this will have any immediate effect on the 
Product, if any Swap Counterparty reaches its capacity limit or if the Net Asset Value of the Product 
grows significantly this may prevent creations of Units due to the inability of the Product to conduct 



 
 
 

Swap transactions. This may cause a divergence between the trading price of a Unit on the SEHK 
and the Net Asset Value per Unit. The investment exposure could also deviate from the target 
exposure which adds tracking error to the Product. 
 
Liquidity Risk 
 
Swaps may be subject to liquidity risk, which exists when a particular Swap is difficult to purchase 
or sell. If a Swap transaction is particularly large or if the relevant market is illiquid, it may not be 
possible to initiate a transaction or liquidate a position at an advantageous time or price, which may 
result in significant losses to the Product. In addition, a Swap may be subject to the �3�U�R�G�X�F�W�¶�V��
limitation on investments in illiquid Securities. Swaps may be subject to pricing risk, which exists 
when a particular Swap becomes extraordinarily expensive (or inexpensive) relative to historical 
prices or the prices of corresponding cash market instruments. The swaps market is largely 
unregulated. It is possible that developments in the swaps market, including potential government 
�U�H�J�X�O�D�W�L�R�Q���� �F�R�X�O�G�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �D�E�L�O�L�W�\�� �W�R�� �W�H�U�P�L�Q�D�W�H�� �H�[�L�V�W�L�Q�J�� �6�Z�D�S�V�� �R�U�� �W�R�� �U�H�D�O�L�V�H��
amounts to be received under such agreements. There is also no active market in derivative 
instruments and therefore investment in derivative instruments can be illiquid. In order to meet 
requests, the relevant Product relies upon the issuer of the derivative instruments to quote a market 
to unwind any part of the derivative instruments that will reflect the market liquidity conditions and 
the size of the transaction. 
 
Valuation Risk 
 
�7�K�H���3�U�R�G�X�F�W�¶�V���D�V�V�H�W�V�����L�Q���S�D�U�W�L�F�X�O�D�U���6�Z�D�S�V���H�Q�W�H�U�H�G���L�Q�W�R���E�\���W�K�H���3�U�R�G�X�F�W�����L�Q�Y�R�O�Y�H���G�H�U�L�Y�D�W�L�Y�H���W�H�F�K�Q�L�T�X�H�V��
that may be complex and specialised in nature. Valuations for such assets will only usually be 
available from a limited number of market professionals which frequently act as counterparties to 
the transactions to be valued. Such valuations are often subjective and there may be substantial 
differences between any available valuations. However the Manager will carry out an independent 
verification of this valu�D�W�L�R�Q���R�Q���D���G�D�L�O�\���E�D�V�L�V���D�V���G�H�V�F�U�L�E�H�G���X�Q�G�H�U���³�'�H�W�H�U�P�L�Q�D�W�L�R�Q���R�I���1�H�W���$�V�V�H�W���9�D�O�X�H�´��
section. 
 
Legal Risk 
 
The characterisation of a transaction or a party's legal capacity to enter into it could render the 
Swap unenforceable. The insolvency or bankruptcy of a counterparty may also affect the 
enforceability of contractual rights. 
 
Short Selling by Swap Counterparty Risk 
 
The Swap Counterparty to the Product may need to short sell the Underlying Stock for the purposes 
�R�I���K�H�G�J�L�Q�J�����0�D�Q�\���U�H�J�X�O�D�W�R�U�V���K�D�Y�H���E�D�Q�Q�H�G���³�Q�D�N�H�G�´���V�K�R�U�W���V�H�O�O�L�Q�J�����D���S�U�D�F�W�L�F�H���W�K�D�W���K�D�V���E�H�H�Q���S�U�R�K�L�E�L�W�H�G��
in Hong Kong since short selling was first introduced) or completely suspended short selling for 
certain stocks. Any such bans with the effect of prohibiting the short selling of the Underlying Stock 
�P�D�\���D�I�I�H�F�W���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R���K�H�G�J�H���L�W�V���S�R�V�L�W�L�R�Q���D�Q�G���P�D�\���W�U�L�J�J�H�U���D�Q���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q��
of the OTC Swap �7�U�D�Q�V�D�F�W�L�R�Q�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�R�X�O�G���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H��
its investment objective and subject the Product to substantial loss.  

Mandatory Measures imposed by Relevant Parties Risk 

�5�H�J�D�U�G�L�Q�J�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �6�Z�D�S�V���� �U�H�O�H�Y�D�Q�W�� �S�D�U�W�L�H�V�� ���V�X�F�K�� �D�V�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�L�H�V���� �S�D�U�W�L�F�L�S�D�W�L�Q�J��
dealers and stock exchanges) may impose certain mandatory measures for risk management 
purpose under extreme market circumstances. These measures may include early termination of 
the Swaps, no further Swap contracts signed and having limited or no access to exposure. In 
response to such mandatory measures, the Manager may have to take corresponding actions in 
�W�K�H�� �E�H�V�W�� �L�Q�W�H�U�H�V�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �8�Q�L�W�K�R�O�G�H�U�V�� �D�Q�G�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�R�Q�V�W�L�W�X�W�L�Y�H��
�G�R�F�X�P�H�Q�W�V�����L�Q�F�O�X�G�L�Q�J���V�X�V�S�H�Q�V�L�R�Q���R�I���F�U�H�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���X�Q�L�W�V���D�Q�G���R�U���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���W�U�D�G�L�Q�J����
implementing alternative investment and/or hedging strategies and termination of the Product. 
These corresponding actions may have an adverse impact on the operation, secondary market 
trading, ability to track the price of the Underlying Stock and the Net Asset Value of the Product. 
While the Manager will endeavour to provide advance notice to investors regarding these actions 



 
 
 

to the extent possible, such advance notice may not be possible in some circumstances.   

Leveraged Performance of Underlying Stock  
 
Investors in the Product should note that the objective and the risks inherent in the Product are not 
typically encountered in traditional �L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V �Z�K�L�F�K���W�U�D�F�N���W�K�H���³�O�R�Q�J�´���S�H�U�I�R�U�P�D�Q�F�H���U�D�W�K�H�U��
than leveraged performance of a single stock. Should the price of the Underlying Stock decrease, 
the use of a leverage factor of 2 in the Product will trigger an accelerated decrease in the value of 
�W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H���F�R�P�S�D�U�H�G���W�R���W�K�H��price of the Underlying Stock (which has a leverage 
factor of 1, i.e. no leverage). As such, Unitholders could, in certain circumstances including a bear 
market, face minimal or no returns, or may even suffer a complete loss, on such investments. The 
negative effect of compounding is more pronounced when combined with leverage and Daily 
rebalancing in volatile markets. 
 
The Product is designed as a trading tool for short-term market timing or hedging purposes, and is 
not intended for long term investment. It is only suitable for sophisticated trade-oriented investors 
who understand the potential consequences of seeking Daily leveraged results and the associated 
risks constantly monitor the performance of their holding on a daily basis.   
 
Path Dependency  
 
The objective of the Product is to �S�U�R�Y�L�G�H���L�Q�Y�H�V�W�P�H�Q�W���U�H�V�X�O�W�V���W�K�D�W�����E�H�I�R�U�H���I�H�H�V���D�Q�G���H�[�S�H�Q�V�H�V�����F�O�R�V�H�O�\��
�F�R�U�U�H�V�S�R�Q�G���W�R���W�Z�L�F�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N on a Daily basis only. Therefore the 
Product should not be equated with seeking a leveraged position for periods longer than a day. 
Investors in the Product should note that the point-to-point accumulated performance of the 
historical Daily leveraged performance of the Underlying Stock over a certain period may not be 
twice the point-to-point performance of the Underlying Stock over the same period of time due to 
�W�K�H�� �H�I�I�H�F�W�� �R�I�� �³�S�D�W�K�� �G�H�S�H�Q�G�H�Q�F�\�´�� �D�Q�G�� �F�R�P�S�R�X�Q�G�L�Q�J�� �R�I�� �W�K�H�� �'�D�L�O�\�� �U�H�W�X�U�Q�V�� �R�I�� �W�K�H��Underlying Stock. 
P�O�H�D�V�H���U�H�I�H�U���W�R���W�K�H���V�H�F�W�L�R�Q���³�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\�´���D�E�R�Y�H�� 
 
Investors should exercise caution when holding the Product for longer than the rebalancing interval, 
i.e. one Business Day. The performance of the Product, when held overnight, may deviate from the 
leveraged performance of the Underlying Stock. 
 
Investment in Other Funds Risk  

�$�V���S�D�U�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\�����W�K�H���0�D�Q�D�J�H�U���P�D�\���L�Q�Y�H�V�W���L�Q���R�W�K�H�U active or passive 
investment products. The Product will be exposed to the risk of investing in another management 
�F�R�P�S�D�Q�\�¶�V�� �I�X�Q�G�V�� �Z�L�W�K�� �D�O�O�� �W�K�H�� �U�H�O�D�W�H�G�� �U�L�V�N�V�� �Z�K�L�F�K�� �D�W�W�D�F�K�� �W�R��listed or unlisted funds generally. In 
particular, as an investor in such funds, the Product will ultimately bear the fees and expenses of 
the underlying funds including management fees charged by the underlying management 
company. These charges will be in addition to the fees payable by the Product to the Manager. 

If the Product invests in other active or passive investment products managed by the Manager or 
Connected Person of the Manager, all initial charges and redemption charges on these listed or 
unlisted funds must be waived, and the Manager must not obtain rebate of any fees or charges 
levied by these funds or any quantifiable monetary benefits in connection with investments in these 
funds. In addition, where an underlying fund is managed by the Manager, all management and 
performance fees charged by the underlying fund will be waived for the Product. In case any 
conflicts of interest may still arise out of such investments, the Manager will use its best endeavours 
to resolve it fairly. 

Short -term Fixed Income Securities (including money market instruments) Risks  
 
Short-term fixed income securities risk  
 
The Product may invest in fixed income securities which are short-term or with short-term remaining 
�P�D�W�X�U�L�W�L�H�V�����,�W���P�H�D�Q�V���W�K�H���W�X�U�Q�R�Y�H�U���U�D�W�H�V���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���P�D�\���E�H���U�H�O�D�W�L�Y�H�O�\���K�L�J�K���D�Q�G���W�K�H��
transaction costs incurred as a result of the purchase or sale of such securities may increase which 
in turn may have a negative impact on the net asset value of the Product. 



 
 
 

 
Credit risk  
 
The Product is exposed to the credit/insolvency risk of issuers/guarantors of the fixed income and 
debt securities in which the Product may invest.  
 
Interest rate risk  
 
�7�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�Q���I�L�[�H�G���L�Q�F�R�P�H���V�H�F�X�U�L�W�L�H�V���D�U�H���V�X�E�M�H�F�W���W�R���L�Q�W�H�U�H�V�W���U�D�W�H���U�L�V�N�����*�H�Q�H�U�D�O�O�\�����W�K�H��
prices of fixed income and debt securities rise when interest rates fall, whilst their prices fall when 
interest rates rise.  
 
Credit rating risk  
 
Credit ratings assigned by rating agencies are subject to limitations and do not guarantee the 
creditworthiness of the fixed income securities and/or the issuers/guarantors at all times. 
 
Credit rating downgrading risk  
 
In the event of a credit rating downgrading of the fixed income securities (or the issuers thereof) 
�K�H�O�G�� �E�\�� �W�K�H�� �3�U�R�G�X�F�W���� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Y�D�O�X�H�� �P�D�\�� �E�H�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�H�G�� �D�Q�G�� �L�Q�Y�H�V�W�R�U�V�� �P�D�\�� �V�X�I�I�H�U�� �D��
substantial loss as a result. The Manager may or may not be able to dispose of the fixed income 
instruments that are being downgraded. 
 
Sovereign debt risks  
 
Investment in sovereign debt obligations issued or guaranteed by governments may be exposed to 
political, social and economic risks. In adverse situations, the sovereign issuers/guarantors may 
not be able or willing to repay the principal and/or interest when due or may request the Product to 
participate in restructuring such debts. The Product may suffer significant losses when there is a 
default of sovereign debt issuers/guarantors.  
 
Passive Investments Risk  

�7�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���³�D�F�W�L�Y�H�O�\���P�D�Q�D�J�H�G�´���D�Q�G�����X�Q�G�H�U���Q�R�U�P�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V�����W�K�H���0�D�Q�D�J�H�U���Z�L�O�O��
not adopt any temporary defensive position when the price of the Underlying Stock moves in an 
unfavourable direction. In such circumstances, Units of the Product will also decrease in value. 
Under extreme market circumstances, the Manager will adopt temporary defensive position for 
protection of the Product.  

Trading Difference Risks  

Premiums or discounts to the Net Asset Value may arise when the Product and its Underlying Stock 
trade on exchanges that are in different time zones. As the exchange of the Underlying Stock may 
be open when the Units are not priced, the value of the Produc�W�¶�V���S�R�U�W�I�R�O�L�R���P�D�\���F�K�D�Q�J�H���R�Q���G�D�\�V��
when investors will not be able to purchase or sell Units. On the other hand, if the exchange of the 
Underlying Stock is closed while the SEHK is open, this may affect the level of premium or discount 
of the trading price of the Product to its Net Asset Value. Volatility on the SEHK, as well as supply 
and demand for Units traded on the SEHK, may lead to the Units of the relevant Product trading at 
a premium or discount to the Net Asset Value. In case the trading of the Underlying Stock is 
suspended, the Product may encounter a higher level of premium or discount of the trading price 
of the Product to its Net Asset Value. The trading price of the Units may deviate significantly from 
Net Asset Value, particularly during volatile market conditions. 

Distributions Out Of or Effectively Out Of Capital Risk    

The Manager may, at its discretion make distributions out of capital. The Manager may also, at its 
discretion, make distributions out of gross income while all or part of the fees and expenses of a 



 
 
 

Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of the capital. Payment of distributions out of capital or effectively out of capital 
�D�P�R�X�Q�W�V���W�R���D���U�H�W�X�U�Q���R�U���Z�L�W�K�G�U�D�Z�D�O���R�I�� �S�D�U�W���R�I�� �D�Q���L�Q�Y�H�V�W�R�U�¶�V���R�U�L�J�L�Q�D�O���L�Q�Y�H�V�W�P�H�Q�W���R�U���I�U�R�P���D�Q�\���F�D�S�L�W�D�O��
gains attributable to that original investment. Any distributions involving payment of distributions out 
�R�I���R�U���H�I�I�H�F�W�L�Y�H�O�\���R�X�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���F�D�S�L�W�D�O���P�D�\���U�H�V�X�O�W���L�Q���D�Q���L�P�P�H�G�L�D�W�H���U�H�G�X�F�W�L�R�Q���R�I���W�K�H���1�H�W���$�V�V�H�W��
�9�D�O�X�H���S�H�U���8�Q�L�W�����7�K�H���0�D�Q�D�J�H�U���P�D�\���D�P�H�Q�G���L�W�V���G�L�V�W�U�L�E�X�W�L�R�Q���S�R�O�L�F�\���V�X�E�M�H�F�W���W�R���W�K�H���6�)�&�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O��
�D�Q�G���E�\���J�L�Y�L�Q�J���Q�R�W���O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���Wo Unitholders. 

Proprietary Investment / Seed Money Risk  

The assets under management at any time during the life of the Product may include proprietary 
�P�R�Q�H�\�����R�U���³�V�H�H�G���P�R�Q�H�\�´�����L�Q�Y�H�V�W�H�G���E�\���R�Q�H���R�U���P�R�U�H���L�Q�W�H�U�H�V�W�H�G���S�D�U�W�L�H�V�����V�X�F�K���D�V���S�D�U�W�L�F�L�S�D�W�L�Q�J���G�H�D�O�H�U�V����
and such investment may constitute a significant portion of such assets under management. 
Investors should be aware that such an interested party may (i) hedge any of its investments in 
whole or part, thereby reducing or removing its exposure to the performance of the Product; and (ii) 
redeem its investment in the Product at any time, without notice to Unitholders. Such an interested 
party is under no obligation to take the interests of other Unitholders into account when making its 
investment decisions. There is no assurance that any such monies will continue to be invested in 
the Product by an interested party for any particular length of time. As many of the expenses of the 
Product are fixed, a higher amount of assets under management may reduce the expenses of the 
Product per Unit and a lower amount of assets under management may increase the expenses of 
the Product per Unit. As with any other redemption representing a material portion of the Product's 
assets under management, a significant redemption of any such proprietary investment may affect 
the management and/or performance of the Product and may, in certain circumstances (i) cause 
�U�H�P�D�L�Q�L�Q�J�� �L�Q�Y�H�V�W�R�U�V�¶�� �K�R�O�G�L�Q�J�V�� �W�R�� �U�H�S�U�H�V�H�Q�W�� �D�� �K�L�J�K�H�U�� �S�H�U�F�H�Q�W�D�J�H�� �R�I�� �W�K�H�� �1�H�W�� �$�V�V�H�W�� �9�D�O�X�H�� �R�I�� �W�K�H��
Product, (ii) cause other investors in the Product to redeem their investment, and/or (iii) lead the 
Manager, with the consultation of the Trustee, to determine that the Product, has become 
unmanageable and to consider taking exceptional measures, such as terminating the Product, in 
�D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �7�U�X�V�W�� �'�H�H�G���� �L�Q�� �Z�K�L�F�K�� �F�D�V�H�� �8�Q�L�W�K�R�O�G�H�U�V�¶�� �L�Qvestments would be redeemed in 
their entirety. 

Dual  Counter Trading R isks  

Dual Counter risk 

Investors without USD accounts may buy and sell HKD traded Units only. Such investors will not 
be able to buy or sell USD traded Units and should note that distributions are made in USD only. 

Inter-counter trading risk 

Although an investor may buy from one counter and sell the same on the other counter in the same 
day, it is possible that some brokers/intermediaries and Participants may not be familiar with and 
may not be able to (i) buy Units in one counter and to sell Units in the other, or (ii) trade Units in the 
USD counter and the HKD counter at the same time. In such case (i) to (ii), another broker, 
intermediary or Participant may need to be used. This may inhibit or delay dealing in the USD traded 
Units and HKD traded Units and may mean investors may only be able to trade their Units in one 
currency. Investors are recommended to check the readiness of their brokers/intermediaries in 
respect of the Dual Counter trading and inter-counter trading. 

Investors should therefore consult their brokers/intermediaries on the services that the 
brokers/intermediaries may provide in this regard along with the associated risks and fees. In 
particular, some brokers/intermediaries may not have in place systems and controls to facilitate 
inter-counter trading and/or inter-counter day trades. 

Difference in trading prices risk  

There is a risk that due to different factors such as market liquidity, market supply and demand in 



 
 
 

the respective counters and the exchange rate among USD and HKD, the market price on the 
SEHK of Units traded in USD may deviate significantly from the market price on the SEHK of Units 
traded in HKD. The trading price of USD traded Units or HKD traded Units is determined by market 
forces and so will not be the same as the trading price of Units multiplied by the prevailing rate of 
foreign exchange. Accordingly, when selling Units traded in USD or buying Units traded in USD, an 
investor may receive less or pay more than the equivalent amount in HKD if the trade of the relevant 
Units is in HKD and vice versa. There can be no assurance that the price of Units in each counter 
will be equivalent. 

Currency exchange risk  

Investors who bought Units on the HKD counter may be subject to currency exchange risk as the 
assets of the Product are denominated in USD and the Net Asset Value of the Product will be 
calculated in USD. 

USD Distributions Risk   

Investors should note that where a Unitholder holds Units traded under the HKD counter, the 
relevant Unitholder will only receive distributions in USD and not HKD. In the event the relevant 
Unitholder has no USD account, the Unitholder may have to bear the fees and charges associated 
with the conversion of such dividend from USD into HKD or any other currency. Unitholders are 
advised to check with their brokers concerning arrangements for distributions. 

Appendix dated 10 June 2026  
 
 
 
 



APPENDIX 21: CSOP SAMSUNG ELECTRONICS DAILY (2X) LEVERAGED PRODUCT  

 
Key Information  

Set out below is a summary of key information in respect of the CSOP Samsung Electronics Daily 
(2x) Leveraged Product ���W�K�H�� �³�3�U�R�G�X�F�W�´���� �Z�K�L�F�K�� �V�K�R�X�O�G�� �E�H�� �U�H�D�G�� �W�R�J�H�W�K�H�U�� �Z�L�W�K�� �W�K�H�� �I�X�O�O�� �W�H�[�W�� �R�I�� �W�K�L�V��
Appendix and the Prospectus. 

Investment Objective  

To provide investment results that, before fees and 

expenses, closely correspond to twice (2x) the Daily 

performance of the common stock of Samsung 

Electronics Co Ltd (KRX: 005930). 

Underlying Stock  Samsung Electronics Co Ltd (KRX: 005930) 

Initial Offer Period  

9:00 a.m. (Hong Kong time) of 14 May 2025 to 4:30 

p.m. (Hong Kong time) of 15 May 2025, or such other 

date as the Manager may determine  

Initial Issue Date  
16 May 2025, or such other date as the Manager may 

determine  

Issue Price during the Initial 

Offer Period  
USD1 

Listing Date (SEHK)  
Expected to be 19 May 2025, but may be postponed by 

the Manager to a date no later than 25 June 2025  

Exchange Listing  SEHK �± Main Board 

Stock Code  
USD Counter: 9747 

HKD Counter: 7747 

Short Stock Name  
USD Counter: XL2CSOPSMSN-U 

HKD Counter: XL2CSOPSMSN 

Trading Board Lot Size  
USD Counter: 100 Units 

HKD Counter: 100 Units  

Base Currency  USD 

Trading Currenc ies  
USD Counter: US Dollars (USD) 

HKD Counter: Hong Kong Dollars (HKD) 

Distribution Policy  
The Manager intends to distribute income to 
Unitholders annually (in December) having regard to 
the Product�¶s net income after fees and costs.  



Further, the Manager may, at its discretion, pay 
distributions out of capital or out of gross income while 
all or part of the fees and expenses are charged to 
capital, resulting in an increase in distributable income 
for the payment of distributions and therefore, 
distributions may be paid effectively out of capital. 
There is no guarantee of any regular distribution. 

All Units will receive distributions in the base currency 
(USD) only. 

Creation/Redemption Policy  Cash (USD) only 

Application Unit Size (only by or 

through Participating Dealers)  
Minimum 500,000 Units (or multiples thereof) 

Dealing Deadline  

2:00 p.m. (Hong Kong time) on the relevant Dealing 

Day, or such other time as the Manager (with the 

approval of the Trustee) may determine  

Management Fee  Currently 1.6% per year of the Net Asset Value  

Financial Year End  

31 December (The first financial year-end of the Product 

will be 31 December 2025. The first audited accounts 

and the first semi-annual unaudited interim reports of the 

Product will be for the period ending 31 December 2025 

and 30 June 2026 respectively.)  

Website  https://www.csopasset.com/en/products/hk-smsn-2l  

 
What is the Investment Objective?  

The investment objective of the Product is to provide investment results that, before fees and 
expenses, closely correspond to twice (2x) the Daily performance of the common stock of 
Samsung Electronics Co Ltd (KRX: 005930) ���W�K�H�� �³Underlying Stock �´��. The Product does not 
seek to achieve its stated investment objective over a period of time greater than one day . 

What is the Investment Strategy?   

The Product seeks to achieve its investment objective by primarily using a Swap-based synthetic 
replication strategy as discussed below. 

The investment strategy of the Product is subject to the investment and borrowing restrictions set 
out in Part 1 of this Prospectus. 

�6�Z�D�S���E�D�V�H�G���V�\�Q�W�K�H�W�L�F���U�H�S�O�L�F�D�W�L�R�Q���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\ 

�6�\�Q�W�K�H�W�L�F���5�H�S�O�L�F�D�W�L�R�Q���X�V�L�Q�J���6�Z�D�S 

The Product will enter into more than one partially-funded Swaps (which are over-the counter 
financial derivative instruments entered into with more than one Swap Counterparties) whereby the 
Product will provide a portion of the net proceeds from subscription from the issue of the Units as 
�L�Q�L�W�L�D�O���P�D�U�J�L�Q�����³Initial Amount �´�����W�R���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�L�H�V�� �� �Z�K�L�F�K���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q��
appointed by the Trustee in segregated accounts and will only be transferred to the Swap 

 

https://www.csopasset.com/en/products/hk-smsn-2l


Counterparties when the Product defaults and in return the Swap Counterparties will provide the 
Product with an exposure to the Underlying Stock (net of transaction costs). 

Initial Amount 

No more than 80% of the Net Asset Value of the Product from time to time will be used as Initial 
Amount by way of cash and listed units of money market funds authorised by the SFC to acquire 
the Swaps. 

�8�Q�G�H�U�� �H�[�F�H�S�W�L�R�Q�D�O�� �F�L�U�F�X�P�V�W�D�Q�F�H�V�� ���H���J���� �L�Q�F�U�H�D�V�H�G��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\�� �L�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �W�X�U�E�X�O�H�Q�F�H������ �W�K�H��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �P�D�\�� �L�Q�F�U�H�D�V�H��
�V�X�E�V�W�D�Q�W�L�D�O�O�\���� �7�K�H�� �,�Q�L�W�L�D�O���$�P�R�X�Q�W�� �Z�L�O�O�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�X�V�W�R�G�L�D�Q�� �D�S�S�R�L�Q�W�H�G�� �E�\�� �W�K�H��
�7�U�X�V�W�H�H�� �Z�K�R�� �Z�L�O�O�� �K�R�O�G�� �W�K�H�� �D�P�R�X�Q�W�� �I�R�U�� �W�K�H�� �3�U�R�G�X�F�W�� �L�Q�� �G�H�V�L�J�Q�D�W�H�G�� �D�F�F�R�X�Q�W�V���� �D�Q�G�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���K�D�Y�H���D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���R�Y�H�U���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W�����D�Q�G���W�K�H���U�H�O�H�Y�D�Q�W���D�F�F�R�X�Q�W�V�����X�S�R�Q��
�V�X�F�K���W�U�D�Q�V�I�H�U�����7�K�H�U�H���L�V���Q�R���W�U�D�Q�V�I�H�U���R�I���O�H�J�D�O���W�L�W�O�H�����D�Q�G���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�P�D�L�Q�V���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�����E�X�W��
�D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���Z�L�O�O���E�H���F�U�H�D�W�H�G���W�K�H�U�H�X�S�R�Q���L�Q���I�D�Y�R�X�U���R�I���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���� 

�2�W�K�H�U���L�Q�Y�H�V�W�P�H�Q�W�V 

�'�H�S�H�Q�G�L�Q�J���R�Q���P�D�U�N�H�W���F�R�Q�G�L�W�L�R�Q�V���D�Q�G���V�Z�D�S���F�D�S�D�F�L�W�\���F�R�Q�V�W�U�D�L�Q�W�V�����L�Q���D�G�G�L�W�L�R�Q���W�R���V�Z�D�S�V�����W�K�H���3�U�R�G�X�F�W��
�P�D�\���D�O�V�R���L�Q�Y�H�V�W���X�S���W�R������ �����R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����D�V���R�S�W�L�R�Q���S�U�H�P�L�X�P�����L�Q���R�S�W�L�R�Q�V���D�V���D�Q���D�G�G�L�W�L�R�Q�D�O��
�P�H�D�Q�V���W�R���R�E�W�D�L�Q���W�K�H���O�H�Y�H�U�D�J�H�G���H�[�S�R�V�X�U�H���W�R���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����7�K�H���0�D�Q�D�J�H�U���H�[�S�H�F�W�V���W�K�H���X�V�H���R�I��
�R�S�W�L�R�Q�V���W�R���E�H���F�R�Q�W�U�R�O�O�H�G���D�W���D�U�R�X�Q�G�����������R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����D�V���R�S�W�L�R�Q���S�U�H�P�L�X�P�������7�K�H���D�O�O�R�F�D�W�L�R�Q��
�P�D�\���E�H���L�Q�F�U�H�D�V�H�G���X�S���W�R�����������R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H���X�Q�G�H�U���H�[�F�H�S�W�L�R�Q�D�O���F�L�U�F�X�P�V�W�D�Q�F�H�V���R�U���L�Q���H�[�W�U�H�P�H��
�P�D�U�N�H�W���W�X�U�E�X�O�H�Q�F�H�����W�D�N�L�Q�J���L�Q�W�R���D�F�F�R�X�Q�W���W�K�H���R�Y�H�U�D�O�O���I�H�H���O�H�Y�H�O���R�I���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���E�H�V�W���L�Q�W�H�U�H�V�W�V���R�I��
�L�Q�Y�H�V�W�R�U�V�����)�R�U���W�K�H���D�Y�R�L�G�D�Q�F�H���R�I���G�R�X�E�W�����W�K�H���3�U�R�G�X�F�W���S�U�L�R�U�L�W�L�V�H�V���W�K�H���X�V�H���R�I���V�Z�D�S�V���D�Q�G���S�U�L�P�D�U�L�O�\���X�V�H�V��
�V�Z�D�S�V���I�R�U���H�[�S�R�V�X�U�H���W�R���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����D�Q�G���X�V�H�V���R�S�W�L�R�Q�V���D�V���D�Q���D�G�G�L�W�L�R�Q�D�O���P�H�D�Q�V���I�R�U���I�O�H�[�L�E�L�O�L�W�\�� 

�1�R�W���O�H�V�V���W�K�D�Q������ �����R�I���W�K�H���1�H�W���$�V�V�H�W���9�D�O�X�H�����W�K�L�V���S�H�U�F�H�Q�W�D�J�H���P�D�\���E�H���U�H�G�X�F�H�G���S�U�R�S�R�U�W�L�R�Q�D�W�H�O�\���X�Q�G�H�U��
�H�[�F�H�S�W�L�R�Q�D�O���F�L�U�F�X�P�V�W�D�Q�F�H�V���Z�K�H�U�H���W�K�H�U�H���L�V���D���K�L�J�K�H�U���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�T�X�L�U�H�P�H�Q�W�����D�V���G�H�V�F�U�L�E�H�G���D�E�R�Y�H����
�Z�L�O�O���E�H���L�Q�Y�H�V�W�H�G���L�Q���F�D�V�K�����+�.�'���R�U���8�6�'�����D�Q�G���R�W�K�H�U���+�.�'���R�U���8�6�'���G�H�Q�R�P�L�Q�D�W�H�G���L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V����
�V�X�F�K���D�V���G�H�S�R�V�L�W�V���Z�L�W�K���E�D�Q�N�V���L�Q���+�R�Q�J���.�R�Q�J���D�Q�G���+�.�'���R�U���8�6�'���G�H�Q�R�P�L�Q�D�W�H�G���V�K�R�U�W���W�H�U�P�����L���H�����P�D�W�X�U�L�W�\��
�O�H�V�V�� �W�K�D�Q�� ���� �\�H�D�U�V���� �L�Q�Y�H�V�W�P�H�Q�W���J�U�D�G�H�� �E�R�Q�G�V�� �D�Q�G�� �P�R�Q�H�\�� �P�D�U�N�H�W�� �I�X�Q�G�V�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H��
�U�H�T�X�L�U�H�P�H�Q�W�V�� �R�I�� �W�K�H�� �&�R�G�H���� �<�L�H�O�G�� �L�Q�� �+�.�'�� �R�U�� �8�6�'�����D�V�� �W�K�H�� �F�D�V�H�� �P�D�\�� �E�H���� �I�U�R�P�� �V�X�F�K�� �F�D�V�K�� �D�Q�G��
�L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V���Z�L�O�O���E�H���X�V�H�G���W�R���P�H�H�W���W�K�H���3�U�R�G�X�F�W�¶�V���I�H�H�V���D�Q�G���H�[�S�H�Q�V�H�V���D�Q�G���D�I�W�H�U���G�H�G�X�F�W�L�R�Q���R�I��
�V�X�F�K�� �I�H�H�V�� �D�Q�G�� �H�[�S�H�Q�V�H�V���� �W�K�H�� �U�H�P�D�L�Q�G�H�U�� �Z�L�O�O�� �E�H�� �G�L�V�W�U�L�E�X�W�H�G�� �E�\�� �W�K�H�� �0�D�Q�D�J�H�U�� �W�R�� �W�K�H�� �8�Q�L�W�K�R�O�G�H�U�V�� �L�Q��
�8�6�'���� 

�,�Q���F�D�V�H�V���Z�K�H�U�H���W�K�H���V�Z�D�S���R�U���R�S�W�L�R�Q���F�D�S�D�F�L�W�\���L�V���W�L�J�K�W���R�U���K�D�V���D�O�U�H�D�G�\���U�H�D�F�K�H�G���W�K�H���F�D�S�D�F�L�W�\���O�L�P�L�W���W�K�D�W��
�W�K�H���3�U�R�G�X�F�W���F�D�Q���X�W�L�O�L�V�H�����Q�R���P�R�U�H���W�K�D�Q�����������R�I���W�K�H���1�H�W���$�V�V�H�W���9�D�O�X�H���P�D�\���E�H���L�Q�Y�H�V�W�H�G���L�Q���W�K�H���8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N���R�I���W�K�H���3�U�R�G�X�F�W�����7�K�L�V���P�D�\���L�Q�Y�R�O�Y�H���E�R�U�U�R�Z�L�Q�J���R�I���X�S���W�R�����������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H�� 

No more than 10% of the Net Asset Value may be invested in collective investment schemes which 
may be eligible or non-eligible schemes (as defined by the SFC), or authorised or not authorised 
by the SFC in accordance with all the applicable requirements of the Code. For the avoidance of 
�G�R�X�E�W�����W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���L�Q���W�K�H���P�R�Q�H�\���P�D�U�N�H�W���I�X�Q�G�V���P�H�Q�W�L�R�Q�H�G���L�Q���W�K�H���S�U�H�F�H�G�L�Q�J���S�D�U�D�J�U�D�S�K��
is not subject to this limit. Any investment in ETFs will be considered and treated as collective 
investment schemes for the purposes of and subject to the requirements in 7.11A and 7.11B of the 
Code.  

All investments of the Product other than Swaps and Options will comply with 7.36 to 7.38 of the 
Code. The Manager has no current intention to enter into any securities lending, repurchase and 
reverse repurchase or similar transaction in respect of the Product. 

Collateral 

Counterparty Exposure 



Collateral arrangements will be taken in relation to these derivative transactions with a view that 
the percentage of the counterparty risk exposure (expressed as a percentage of net assets) is 
reduced to zero. 
 
To collateralise the mark-to-market exposure under the relevant Swap, additional amounts will 
be transferred as variation margin (either by the Product to the Swap Counterparty or vice versa) 
on each business day during the Swap transaction.  Such variation margin will be transferred by 
way of title transfer, or by way of a security interest with a right of use (analogous to title transfer) 
granted thereon. During this process, the Manager will manage the Product to ensure that the 
collateral held by the Pr�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\��
risk exposure and be maintained, marked-to-market on a daily basis, with a view to ensuring that 
there is no uncollateralised counterparty risk exposure at the end of a trading day (subject to 
intra-day price movements, market risk and settlement risk etc.). If the collateral held by the 
�3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I��
any trading day T, by the end of that trading day T, the Manager will generally require that each 
Swap Counterparty deliver additional collateral assets (i.e. variation margin) to make up for the 
difference in value, with the settlement of such delivery expected to occur on or before trading 
day T+2. 
 
Each Swap Counterparty will deliver collateral with a view to reduce the net exposure of the 
Product to each counterparty to 0% (zero per cent), although a minimum transfer amount of up 
to USD250,000 (or currency equivalent) will be applicable. 
 
Diagrammatic Illustration of Synthetic Replication Strategy 
 
Please see below a diagram illustrating the operation of the swap-based synthetic replication 
investment strategy above: 
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���7�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���V�X�E�M�H�F�W���W�R���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W�� 

The Product will maintain full collateralisation and there should be no net exposure to any single 
counterparty of over-the-counter financial derivative instruments. 
 
Swap Transaction 
 
Each Swap is documented by a confirmation which supplements, forms part of and is governed 
by a 2002 ISDA Master Agreement with schedule thereto (together with an ISDA Credit Support 
Annex and/or ISDA Credit Support Deed in respect thereof), in each case, entered into by the 

�6�Z�D�S�� 

�� 

�&�X�V�W�R�G�L�D�Q���K�R�O�G�V���W�K�H��
�F�R�O�O�D�W�H�U�D�O���R�Q���E�H�K�D�O�I���R�I��

�W�K�H���3�U�R�G�X�F�W�
 

�� 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\ �3�U�R�G�X�F�W 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���S�U�R�Y�L�G�H�V���W�R���3�U�R�G�X�F�W���D�Q���H�[�S�R�V�X�U�H��

�W�R���W�Z�L�F�H�������[�����W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J��

�6�W�R�F�N�����Q�H�W���R�I���W�U�D�Q�V�D�F�W�L�R�Q���F�R�V�W�V�� 
 

�7�K�H�� �3�U�R�G�X�F�W�� �S�U�R�Y�L�G�H�V�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�H��

�,�Q�L�W�L�D�O�� �$�P�R�X�Q�W�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��

�D�S�S�R�L�Q�W�H�G���E�\���W�K�H���7�U�X�V�W�H�H���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���D�Q�G��

�Z�L�O�O�� �R�Q�O�\�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\��

�Z�K�H�Q���W�K�H���3�U�R�G�X�F�W���G�H�I�D�X�O�W�V 

�� 
�(�D�F�K���S�D�U�W�\���S�U�R�F�X�U�H�V���F�R�O�O�D�W�H�U�D�O�����L���H�����Y�D�U�L�D�W�L�R�Q���P�D�U�J�L�Q�����W�R���E�H��

�G�H�O�L�Y�H�U�H�G���W�R���W�K�H���R�W�K�H�U���S�D�U�W�\���Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H��

�L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���P�D�U�N���W�R���P�D�U�N�H�W���U�L�V�N���H�[�S�R�V�X�U�H���D�W���W�K�H��

�H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\ 



Trustee on behalf of the Product and the Swap Counterparty. ISDA documentation is published 
by the International Swaps and Derivatives Association, Inc. 
 
Prior to commencing any transaction with a Swap Counterparty under a Swap, the Manager has 
obtained (if such Swap Counterparty is an existing swap counterparty) or will obtain (if such Swap 
Counterparty is a new swap counterparty) legal opinions or such other confirmations or 
assurances from the Swap Counterparties reasonably acceptable to the Product, confirming that 
(a) such Swap Counterparty has the capacity and authority to enter into the relevant Swap and 
(b) the obligations expressed to be assumed by such Swap Counterparty under the relevant Swap 
constitute legal, valid, binding obligations of the Swap Counterparty enforceable against it in 
accordance with their terms. The enforceability of the termination, bilateral close-out netting and 
multibranch netting provisions in the 2002 ISDA Master Agreement in the relevant jurisdictions in 
which enforcement action may be brought is covered by standard netting opinions commissioned 
�E�\���,�6�'�$�����,�Q���U�H�V�S�H�F�W���R�I���H�D�F�K���6�Z�D�S�����Q�R�Q�H���R�I���W�K�H���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U���W�K�H���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´��
contained in the 2002 ISDA Master Agreement has been disapplied in respect of the relevant 
Swap Counterparty (although some of them have been amended to reflect the nature of the Swap 
�&�R�X�Q�W�H�U�S�D�U�W�\�����W�K�H���7�U�X�V�W�H�H���D�Q�G���W�K�H���3�U�R�G�X�F�W���D�Q�G���F�H�U�W�D�L�Q���³�$�G�G�L�W�L�R�Q�D�O���7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´���K�D�Y�H���D�O�V�R��
been inserted in respect of the Trustee and the Product). The Trustee (on behalf of the Product) 
�K�D�V���W�K�H���U�L�J�K�W�����L�Q���W�K�H���H�Y�H�Q�W���R�I���L�Q�V�R�O�Y�H�Q�F�\���R�U���W�K�H���R�F�F�X�U�U�H�Q�F�H���R�I���F�H�U�W�D�L�Q���R�W�K�H�U���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U��
�³�7�H�U�P�L�Q�D�W�L�R�Q�� �(�Y�H�Q�W�V�´�� �R�I�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�D�W�� �D�U�H�� �F�R�Q�W�L�Q�X�L�Q�J�� �D�W�� �W�K�H�� �U�H�O�H�Y�D�Q�W�� �W�L�P�H���� �W�R��
terminate the Swap on behalf of the Product at any time (such termination may take effect 
immediately) and without any approval from the Swap Counterparty. 
 
The actual termination events vary according to the negotiation between the Manager and each 
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����7�K�H���I�R�O�O�R�Z�L�Q�J�V���D�U�H���V�R�P�H���H�[�D�P�S�O�H�V���R�I���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´�� 

 
(a) decline in the Net Asset Value of the Product to a prescribed triggering level;  

  
(b) illegality of other similar events which affects the ability of the Swap Counterparty or the 

Product to perform its obligations under the Swap agreement; 
 

(c) change of Manager or Trustee; and 
 

(d) termination of the Product.  
 
Criteria for Selection of Swap Counterparty �D�Q�G���2�S�W�L�R�Q���&�R�X�Q�W�H�U�S�D�U�W�\�����³�'�H�U�L�Y�D�W�L�Y�H���&�R�X�Q�W�H�U�S�D�U�W�\�´��  
 
In selecting a Derivative Counterparty (or a replacement Derivative Counterparty), the Manager 
will have regard to a number of criteria, including but not limited to the fact that the prospective 
Derivative Counterparty or its guarantor is a substantial financial institution (as defined under the 
Code) subject to an on-going prudential and regulatory supervision,��or such other entity 
acceptable to the SFC under the Code. The Manager may also impose such other selection 
criteria as it considers appropriate. A Derivative Counterparty must be independent of the 
Manager.  
 
As at the date of this Prospectus, the Derivative Counterparties to the Product and their 
guarantors (where relevant) are:  
 
Swap Counterparty  Place of incorporation of 

the Swap Counterparty  
�6�W�D�Q�G�D�U�G�� �	�� �3�R�R�U�¶�V�� �F�U�H�G�L�W��
rating  

J.P.Morgan Securities PLC United Kingdom �$�$�� 

Nomura Singapore Limited Singapore A- 



BNP Paribas SA France A+ 

Goldman Sachs United Kingdom A+ 

UBS AG Switzerland A- 

 
The Manager will publish, inter alia, the latest list of the identity of the Derivative Counterparty of 
�W�K�H�� �3�U�R�G�X�F�W���� �D�V�� �Z�H�O�O�� �D�V�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �J�U�R�V�V�� �D�Q�G�� �Q�H�W�� �H�[�S�R�V�X�U�H�� �W�R�� �H�D�F�K�� �V�X�F�K��Derivative 
�&�R�X�Q�W�H�U�S�D�U�W�\���� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H�� �D�W��https://www.csopasset.com/en/products/hk-smsn-2l 
(which has not been reviewed by the SFC). 

Collateral Arrangements 

The Manager seeks the provision of collateral to mitigate potential counterparty risks, with a view 
to ensuring that there is no uncollateralized counterparty risk exposure subject to the minimum 
�W�U�D�Q�V�I�H�U���D�P�R�X�Q�W�V���G�H�V�F�U�L�E�H�G���L�Q���W�K�H���V�H�F�W�L�R�Q���K�H�D�G�H�G���³�&�R�X�Q�W�H�U�S�D�U�W�\���(�[�S�R�V�X�U�H�´���D�E�R�Y�H�����7�K�H���F�R�O�O�D�W�H�U�D�O��
�K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���V�K�R�X�O�G���U�H�S�U�H�V�H�Q�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
exposure towards the Derivative Counterparties, with the value of the collateral marked to market 
by the end of each trading day. Where collateral taken is in the nature of cash and/or government 
bonds, the market value of such cash and/or government bond collateral should represent at least 
100% of the related gross counterparty risk exposure towards the Derivative Counterparties.  
 
Collateral may take such form as the Manager considers appropriate, and currently it is in the 
form of bonds and/or cash. If a Derivative Counterparty becomes insolvent, or if a Derivative 
Counterparty fails to pay any sum payable under the Swap��or the Option when due and after a 
demand has been made, or if other events of default specified in the relevant swap agreement or 
the option contract occur, the Product, subject to the terms of the swap agreement��or the option 
contract, shall be entitled to enforce the relevant collateral and obtain full title thereof. In such 
�L�Q�V�W�D�Q�F�H�V���� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �R�E�O�L�J�D�W�L�R�Q�V�� �W�R���U�H�W�X�U�Q�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �Z�L�O�O���E�H�� �R�I�I�V�H�W�� �D�J�D�L�Q�V�W�� �W�K�H��Derivative 
�&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���R�E�O�L�J�D�W�L�R�Q���W�R���S�D�\���X�Q�G�H�U���W�K�H���V�Z�D�S���D�J�U�H�H�P�H�Q�W��or the option contract.  
 
The Manager has adopted measures to monitor the eligibility criteria and valuation of collateral 
provided to the Product on an ongoing basis.  
 
Collaterals taken by the Product shall comply with all applicable requirements under the Code, 
including Chapter 8.8(e) of the Code as supplemented by such other guidance from the SFC from 
time to time.  
 
The following criteria will be observed when accepting assets as collaterals for the Product: 
liquidity, daily valuation, credit quality, price volatility, diversification, correlation, management of 
operational and legal risks, enforceability, not being availability for secondary recourse and 
involving no structured product. Only cash collateral will be reinvested in accordance with the 
collateral policy set out in Part 1 of this Prospectus.   
 
The details of the collateral requirements required under the Code and the collateral policy of the 
Trust and the Product are set out in Part 1 of this Prospectus. 
 
Collateral provided to the Product must be held by the Trustee or any custodian duly appointed 
by the Trustee.  
 
�'�H�W�D�L�O�V�� �R�I�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �P�D�Q�D�J�H�P�H�Q�W�� �S�R�O�L�F�\�� �F�D�Q�� �E�H�� �I�R�X�Q�G�� �D�W�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H���D�W��
�K�W�W�S�V�������Z�Z�Z���F�V�R�S�D�V�V�H�W���F�R�P���H�Q���S�U�R�G�X�F�W�V���K�N���V�P�V�Q�����O�����Z�K�L�F�K���K�D�V���Q�R�W���E�H�H�Q���U�H�Y�L�H�Z�H�G���E�\���W�K�H���6�)�&��.  
 
�7�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���G�H�U�L�Y�D�W�L�Y�H���H�[�S�R�V�X�U�H���P�D�\���E�H���P�R�U�H���W�K�D�Q�������������R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H�� 

https://www.csopasset.com/en/products/hk-smsn-2l
https://www.csopasset.com/en/products/hk-smsn-2l


The Product's net derivative exposure to financial derivative instruments will not exceed 202% of 
its Net Asset Value (i) at the time of Daily rebalancing of the Product, (ii) between Daily rebalancing, 
unless due to market movements. 

Option Transactions 

The Product may engage in option transactions (only call option buyer in respect of the Product), 
which are financial derivative instruments that provide the Product with the right to buy an 
underlying asset at a predetermined price on or before a specified future date. These transactions 
may be conducted either through listed options on regulated exchanges or OTC options negotiated 
directly with financial institutions (the "Option Counterparties "). 

Listed options are standardized contracts with terms set by the exchange, offering greater liquidity 
and transparency, with the exchange's clearinghouse acting as the central counterparty. In contrast, 
OTC options are customized agreements tailored to the Product's specific needs regarding strike 
price, expiry, or underlying asset, and are directly negotiated with one or more Option 
Counterparties through any form or terms of the contract that are mutually agreed. The Product will 
provide an initial margin or premium, as applicable, which will be held in segregated accounts by 
the Custodian. This collateral may be transferred to the Option Counterparty only upon the 
occurrence of specified events, such as a default by the Product under the terms of the option 
agreement. In return for providing this option exposure, the Option Counterparties are entitled to 
the premium paid by the Product. The primary purpose of entering into such option transactions is 
to gain or enhance the Product's targeted exposure to the Underlying Stock. 

Costs from Swaps and Options 

�7�K�H���3�U�R�G�X�F�W���Z�L�O�O���E�H�D�U���W�K�H���F�R�V�W�V���I�U�R�P���6�Z�D�S�V���D�Q�G���2�S�W�L�R�Q�V���� �� 

�7�K�H���V�Z�D�S���I�H�H�V���L�Q�F�O�X�G�H���D�O�O���F�R�V�W�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���6�Z�D�S���W�U�D�Q�V�D�F�W�L�R�Q�V���D�Q�G���D�U�H���V�X�E�M�H�F�W���W�R���W�K�H���G�L�V�F�X�V�V�L�R�Q��
�D�Q�G�� �F�R�Q�V�H�Q�V�X�V�� �E�H�W�Z�H�H�Q�� �W�K�H�� �0�D�Q�D�J�H�U�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �E�D�V�H�G�� �R�Q�� �W�K�H�� �D�F�W�X�D�O�� �P�D�U�N�H�W��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���R�Q���D���F�D�V�H���E�\���F�D�V�H���E�D�V�L�V�����7�K�H���V�Z�D�S���I�H�H�V���U�H�S�U�H�V�H�Q�W���D���Y�D�U�L�D�E�O�H���V�S�U�H�D�G�����Z�K�L�F�K���F�D�Q���E�H��
�S�R�V�L�W�L�Y�H���R�U���Q�H�J�D�W�L�Y�H�����S�O�X�V���6�R�X�W�K���.�R�U�H�D�Q���%�D�V�H���5�D�W�H���'�D�L�O�\1�����³�.�2�&�5�' �´�����Z�K�L�F�K���U�H�I�O�H�F�W�V���W�K�H���E�U�R�N�H�U�D�J�H��
�F�R�P�P�L�V�V�L�R�Q�� �D�Q�G���W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �L�Q�� �R�U�G�H�U�� �W�R��
�S�U�R�Y�L�G�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���W�Z�R���W�L�P�H�V���O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���� 

�,�I���W�K�H���V�Z�D�S���I�H�H�����.�2�&�5�' ���S�O�X�V���V�S�U�H�D�G�����L�V���D���S�R�V�L�W�L�Y�H���I�L�J�X�U�H�����W�K�H�Q���L�W���Z�L�O�O���E�H���E�R�U�Q�H���E�\���W�K�H���3�U�R�G�X�F�W���D�Q�G��
�P�D�\���K�D�Y�H���D�Q���D�G�Y�H�U�V�H���L�P�S�D�F�W���R�Q���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H���D�Q�G���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����D�Q�G���P�D�\��
�U�H�V�X�O�W���L�Q���D���Q�H�J�D�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���W�U�D�F�N�L�Q�J���G�L�I�I�H�U�H�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����2�Q���W�K�H���F�R�Q�W�U�D�U�\�����L�I���W�K�H���V�Z�D�S��
�I�H�H�����.�2�&�5�' ���S�O�X�V���V�S�U�H�D�G�����L�V���D���Q�H�J�D�W�L�Y�H���I�L�J�X�U�H�����W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���S�D�\���W�K�H���V�Z�D�S���I�H�H���W�R���W�K�H��
�3�U�R�G�X�F�W���D�Q�G���P�D�\���O�H�D�G���W�R���D���S�R�V�L�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���W�U�D�F�N�L�Q�J���G�L�I�I�H�U�H�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����F�X�U�U�H�Q�W�O�\���W�K�H��
�V�Z�D�S���I�H�H�V���D�U�H���H�[�S�H�F�W�H�G���W�R���U�D�Q�J�H���I�U�R�P���������������W�R������ ���������� �S�H�U���D�Q�Q�X�P���R�I���W�K�H���6�Z�D�S���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W����
�L���H�����I�U�R�P�������������� �W�R���������������� �S�H�U���D�Q�Q�X�P���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����7�K�L�V���L�V���D���E�H�V�W���H�V�W�L�P�D�W�H���R�Q�O�\��
�D�Q�G���P�D�\���G�H�Y�L�D�W�H���I�U�R�P���W�K�H���D�F�W�X�D�O���P�D�U�N�H�W���F�R�Q�G�L�W�L�R�Q�V�������,�Q���H�[�W�U�H�P�H���P�D�U�N�H�W���F�R�Q�G�L�W�L�R�Q�V���D�Q�G���H�[�F�H�S�W�L�R�Q�D�O��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���� �W�K�H�� �E�U�R�N�H�U�D�J�H�� �F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J���W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���K�H�G�J�H���P�D�\���L�Q�F�U�H�D�V�H���V�L�J�Q�L�I�L�F�D�Q�W�O�\���D�Q�G���L�Q���U�H�W�X�U�Q���L�Q�F�U�H�D�V�H���W�K�H���V�Z�D�S���I�H�H�V�����:�K�H�Q���W�K�H���D�F�W�X�D�O��
�V�Z�D�S�� �I�H�H�� �O�H�Y�H�O�� �H�[�F�H�H�G�V�� �W�K�H�� �G�L�V�F�O�R�V�H�G�� �O�H�Y�H�O���� �W�K�H�� �0�D�Q�D�J�H�U�� �Z�L�O�O�� �L�V�V�X�H�� �Q�R�W�L�F�H�� �W�R�� �W�K�H�� �L�Q�Y�H�V�W�R�U�V�����7�K�H��

 
1 The Bank of Korea Base Rate is the reference policy rate applied in transactions between the Bank of 
Korea and financial institutions, such as repurchase agreements (RPs) and the Bank's liquidity adjustment 
deposits and loans. It is called the Base Rate for short. 
 
The Bank of Korea uses the Base Rate as a fixed bid rate for its sales of 7-day RPs and as the minimum bid 
rate for its purchases of 7-day RPs. The interest rate for liquidity adjustment deposits is 50bp below the Base 
Rate, with a minimum of 0%. For liquidity adjustment loans. the interest rate is 50bp above the Base Rate, 
and if the Base Rate is less than 0.5%, it will be twice the Base Rate. 
 
The Monetary Policy Board of the Bank of Korea meets eight times per year to determine the Base Rate, 
taking into overall consideration the price movements, domestic and overseas economic and financial market 
conditions and so on. The Base Rate has a prompt impact on the call rate, i.e. overnight inter-bank lending 
rate, and this leads to changes in short- and long-term market rates and deposit and loan rates, thus ultimately 
influencing activities in the real economy. 
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The costs from swaps and options are expected to: 

�‡ range from 2.75% to 11.00% per annum of the swap and option notional amount, i.e. from 
5.50% to 22�����������S�H�U���D�Q�Q�X�P���R�I���W�K�H���3�U�R�G�X�F�W�¶�V��Net Asset Value�� with the expected use of 
options at �D�U�R�X�Q�G�����������R�I���W�K�H���3�U�R�G�X�F�W�¶�V��Net Asset Value; 

�‡ range from 3.20% to 17.60% per annum of the swap and option notional amount, i.e. from 
6.40% to 35.20���� �S�H�U�� �D�Q�Q�X�P�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V��Net Asset Value, under exceptional 
circumstances or in extreme market turbulence where the Product invests up to 40% of 
its Net Asset Value in options.  

This is a best estimate only and may deviate from the actual market conditions. In extreme market 
conditions and exceptional circumstances, the costs of portfolio construction may increase 
significantly and in return increase the costs from swaps and options. When the actual costs from 
swaps and options exceeds the disclosed level, the Manager will issue notice to the investors.  

The Manager will disclose the swap fees and costs from options in the semi-annual and annual 
financial reports of the Product. 

The swap fees and costs from options will be borne by the Product and hence may have an 
adverse impact on the Net Asset Value and the performance of the Product, and may result in 
higher tracking error.  

Daily rebalancing of the Product  

The Product will rebalance its position on a day when the SEHK and the Korea Exchange are open 
for normal trading (i.e. a Business Day*). At or around the close of trading of the Korea Exchange 
on each Business Day, the Product will seek to rebalance its portfolio, by increasing exposure in 
response to the Underlying Stock�¶�V��two times Daily gains or reducing exposure in response to the 
Underlying Stock�¶�V��two times Daily losses, so that its Daily leveraged exposure ratio to the 
Underlying Stock �L�V���F�R�Q�V�L�V�W�H�Q�W���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�� 

The table below illustrates how the Product as a leveraged product will rebalance its position 
following the movement of the price of the Underlying Stock by the end of trading of the relevant 
markets. Assuming that the initial Net Asset Value of the Product is 100 on day 0, the Product will 
need to have an exposure of 200 to meet the objective of the Product. If the price of the Underlying 
Stock increases by 10% during the day, the Net Asset Value of the Product would have increased 
to 120, making the exposure of the Product 220. As the Product needs an exposure of 240, which 
is 2x the �3�U�R�G�X�F�W�¶s Net Asset Value at closing, the Product will need to rebalance its position by an 
additional 20. Day 1 illustrates the rebalancing requirements if the price of the Underlying Stock 
falls by 5% on the subsequent day.   

 �&�D�O�F�X�O�D�W�L�R�Q �'�D�\���� �'�D�\���� �'�D�\���� 

(a) Initial Product NAV   100 120 108 

(b) Initial exposure (b) = (a) × 2  200 240 216 

(c) Daily change of price of Underlying 
Stock (%)   10% -5% 5% 

(d) Profit / loss on exposure (d) = (b) × (c)  20 -12 10.8 

 
* Circumstances (as the case may be and as applicable) such as, but not limited to, trading halts due to stock 
price limits, market circuit breakers, unforeseen incidents, or other disruptions may impede normal trading 
activities. On such occasions, the day may not qualify as a Business Day, unless otherwise agreed by the 
Manager and the Trustee. There may be no rebalancing for the day which may not qualify as a Business Day. 



(e) Closing Product NAV (e) = (a) + (d) 120 108 118.8 

(f) Exposure (f) = (b) × (1+(c))  220 228 226.8 

(g) Target exposure to maintain 

leverage ratio (g) = (e) × 2  240 216 237.6 

(h) Required rebalancing amounts (h) = (g) - (f) 20 -12 10.8 

The above figures are calculated before fees and expenses. 

Overview of Korea n Capital  Market  

The Korea Exchange (KRX) was established in 2005 through the merger of the Korea Stock 
Exchange (founded in 1956), the KOSDAQ Market (launched in 1996 for tech and venture firms), 
and the Korea Futures Exchange. The KRX operates three equity market segments, namely the 
KOSPI Market, the KOSDAQ Market and the KONEX Market. The KOSPI Market serves as the 
main board and is largely comprised of large-cap and blue-chip companies. The KOSDAQ Market 
focuses mainly on startup companies as well as SMEs in such tech-savvy area as IT (information 
technology), BT (bio technology) and CT (culture technology). The KONEX Market is a new market 
established in 2013 for small- and medium-sized enterprises exclusively in order to form the basis 
of creative economy by reinforcing support through the capital market for SMEs at the early stage. 
As of 8 April 2026, there are 2,769 listed companies across the equity markets in the KRX, with a 
total market capitalisation of KRW 5,444 trillion. 

The key trading information of the Korean stock market are as follows: 

Key indexes  KOSPI / KOSPI 200 / KOSDAQ 

Trading hours  

(Korea Standard 

Time)  

Pre-hours session: 0800-0900 (0700-0800 Hong Kong time) 

Regular trading session: 0900-1530 (0800-1430 Hong Kong time) 

After-hours session: 1540-1800 (1440-1700 Hong Kong time) 

Trading lot size  1 share 

Settlement  T+2 

Daily price limit  

For the KOSPI and the KOSDAQ Markets: +/-30% 

For the KONEX Market: +/-15% 

The daily price limits apply to an individual security based on the closing 

price of the security on the previous day. Once the daily price limit is 

reached, no trades can be executed outside the aforementioned ranges 

for the remainder of the trading session. For the avoidance of doubt, 

trading can continue to take place within ranges, including at the limit 

price itself. 

Circuit breakers  

The 3 phases of circuit breakers in the KOSPI and the KOSDAQ Markets 

are below: 

�x Phase 1: If the index (KOSPI or KOSDAQ Index) decreases by 

8% or more from the previous day's closing price for one minute, 

the trading of the market will be suspended for 20 minutes. 

�x Phase 2: If the index (KOSPI or KOSDAQ Index) decreases by 

15% or more from the previous day's closing price for one minute 

and the index decreases by an additional 1% from the time the 



first set of circuit breaker is exercised. The trading of the market 

will be suspended for 20 minutes. 

�x Phase 3: If the index (KOSPI or KOSDAQ Index) decreases by 

20% or more from the previous day's closing price for one minute 

and the index decreases by an additional 1% from the time the 

second set of circuit breaker is exercised. The trading of the 

market will be suspended for the remainder of the day with no off-

market trading. 

The implementation of each phase of circuit breakers is limited to one 

time in one day. Phases 1 and 2 are not triggered during 40 minutes 

before the market closing whereas phase 3 is triggered during that time 

period. 

Volatility 

interruption  

When the price changes by 10% or more from the previous single price 

execution (static VI), or the newly executed price is +/-2~6%* than the 

previously latest executed price (dynamic VI), a two-minute cooling 

period (periodic call auction for 2 minutes) will be triggered.  
�1�R�W�H�� 
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For more information, please refer to the �.�5�;�¶�V��website: https://global.krx.co.kr/main/main.jsp 
(which has not been reviewed by the SFC). 

Underlying Stock  

Samsung Electronics Co Ltd is a company that manufactures consumer and industrial electronics, 
including mobile phones, watches, personal computer, home appliances, display products and 
Internet of Things (IoT). Samsung Electronics Co Ltd also operates a foundry business and 
manufactures semiconductors. Samsung Electronics Co Ltd is listed on the Korea Exchange, a 
stock exchange based in the Korea. 

Borrowing policy and restriction  

Borrowing against the assets of the Product is allowed up to a maximum of 10% of its latest 
available Net Asset Value, only on a temporary basis for the purposes of meeting redemption 
requests or defraying operating expenses.  

Comparison between the performance of the Underlying Stock and the leveraged 
performance of the Underlying Stock for a period longer than one day (i.e. comparison of 
the point -to-point performance)   
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compounding of the Daily returns of the Underlying Stock, the performance of the Underlying Stock 
multiplied by two (and as a result the performance of the Product before deduction of fees and 
expenses) for periods longer than a single day, especially in periods of market volatility which has 
a negative impact on the accumulative return of the Product, may not be twice the return of the 
Underlying Stock and may be completely uncorrelated to the extent of change of the price of the 
Underlying Stock over the same period. 
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https://www.csopasset.com/en/products/hk-smsn-2l (which has not been reviewed by the SFC), 
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launch of the Product.  
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As explained above, the Product tracks the leveraged performance of the �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N, if 
observed on a Daily basis. However, due to path dependency of the performance of the Underlying 
Stock and the Daily leveraged performance of the Underlying Stock, when comparing the 
performance of the Underlying Stock and the leveraged performance of the Underlying Stock for a 
period longer than one day (i.e. comparison of the point-to-point performance), the historical 
leveraged performance of the Underlying Stock will not be equal to the simple leveraged 
performance of the Underlying Stock over the same period of time. 
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�x �3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���P�D�\���D�S�S�O�\���I�R�U��
�F�U�H�D�W�L�R�Q���I�R�U���W�K�H�P�V�H�O�Y�H�V���R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V��
�L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H�� �� 

 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���������0�D�\��
�������� ���E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\���W�K�H��
�0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������D���P�������+�R�Q�J��
�.�R�Q�J���W�L�P�H�����R�Q���������-�X�Q�H���������� 
 

�7�K�H���G�D�W�H���W�K�D�W���L�V���W�Z�R���%�X�V�L�Q�H�V�V���'�D�\�V���S�U�L�R�U���W�R���W�K�H��
�/�L�V�W�L�Q�J���'�D�W�H 

 

 

�x �/�D�W�H�V�W���W�L�P�H���I�R�U���&�U�H�D�W�L�R�Q���$�S�S�O�L�F�D�W�L�R�Q�V���E�\��
�3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���I�R�U���8�Q�L�W�V���W�R���E�H��
�D�Y�D�L�O�D�E�O�H���I�R�U���W�U�D�G�L�Q�J���R�Q���W�K�H���/�L�V�W�L�Q�J���'�D�W�H 

 

�x �����������S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���������0�D�\��
�������� ���E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\���W�K�H��
�0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������S���P�������+�R�Q�J��
�.�R�Q�J���W�L�P�H�����R�Q���������-�X�Q�H���������� 

�$�I�W�H�U���O�L�V�W�L�Q�J�����S�H�U�L�R�G���F�R�P�P�H�Q�F�H�V���R�Q���W�K�H���/�L�V�W�L�Q�J��
�'�D�W�H�� 

 

�x �$�O�O���L�Q�Y�H�V�W�R�U�V���P�D�\���V�W�D�U�W���W�U�D�G�L�Q�J���8�Q�L�W�V���R�Q���W�K�H��
�6�(�+�.���W�K�U�R�X�J�K���D�Q�\���G�H�V�L�J�Q�D�W�H�G���E�U�R�N�H�U�V����
�D�Q�G 
 

�x �3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���P�D�\���D�S�S�O�\���I�R�U��
�F�U�H�D�W�L�R�Q���D�Q�G���U�H�G�H�P�S�W�L�R�Q�����I�R�U���W�K�H�P�V�H�O�Y�H�V��
�R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H 

�x �&�R�P�P�H�Q�F�H���D�W�������������D���P�������+�R�Q�J���.�R�Q�J��
�W�L�P�H�����R�Q���������0�D�\���������������E�X�W���P�D�\���E�H��
�S�R�V�W�S�R�Q�H�G���E�\���W�K�H���0�D�Q�D�J�H�U���W�R���D���G�D�W�H���Q�R��
�O�D�W�H�U���W�K�D�Q���������-�X�Q�H���������� 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����W�R�������������S���P����
���+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���H�D�F�K���'�H�D�O�L�Q�J���'�D�\�� 

 

 

�(�[�F�K�D�Q�J�H���/�L�V�W�L�Q�J���D�Q�G���7�U�D�G�L�Q�J�����6�H�F�R�Q�G�D�U�\���0�D�U�N�H�W�� 

Application has been made to the Listing Committee of the SEHK for the listing of, and permission 
to deal in the Units traded in USD and HKD. 

Units are neither listed nor dealt on any other stock exchange and no application for such listing or 
permission to deal is being sought as at the date of this Prospectus. Application may be made in 
the future for a listing of Units on one or more other st�R�F�N���H�[�F�K�D�Q�J�H�V�����,�Q�Y�H�V�W�R�U�V�¶���D�W�W�H�Q�W�L�R�Q���L�V���G�U�D�Z�Q��
�W�R�� �W�K�H�� �V�H�F�W�L�R�Q�� �H�Q�W�L�W�O�H�G�� �³�(�[�F�K�D�Q�J�H�� �/�L�V�W�L�Q�J�� �D�Q�G�� �7�U�D�G�L�Q�J�� ���6�H�F�R�Q�G�D�U�\�� �0�D�U�N�H�W���´�� �L�Q�� �3�D�U�W�� ���� �R�I�� �W�K�L�V��
Prospectus for further information. 

Dealings on the SEHK in Units traded in USD and HKD are expected to begin on 19 May 2025.  

Participating Dealers should note that they will not be able to sell or otherwise deal in the Units on 
the SEHK until dealings begin on the SEHK. 

Dual  Counter Trading  

The Manager has arranged for Units to be available for trading on the secondary market on the 
SEHK under a Dual Counter arrangement. Units are denominated in USD. Despite the Dual 
Counter arrangement, the creation of new Units and redemption of Units in the primary market are 
settled in USD only. The Product offers 2 trading counters on the SEHK (i.e. HKD counter and USD 
counter) to investors for secondary trading purposes. Units traded in HKD counter will be settled in 
HKD and Units traded in USD counter will be settled in USD. Apart from settlement in different 
currencies, the trading prices of Units in the 2 counters may be different. 

Units traded on both counters are of the same class and share the same ISIN, and all Unitholders 
of both counters are treated equally. The 2 counters will have different stock codes and different 
stock short names as follows: 



 �8�6�'���&�R�X�Q�W�H�U �+�.�'���&�R�X�Q�W�H�U 

�6�W�R�F�N���&�R�G�H ��������  ��������  

�6�K�R�U�W���6�W�R�F�N���1�D�P�H �;�/�� �&�6�2�3�6�0�6�1���8 �;�/�� �&�6�2�3�6�0�6�1�� 

�,�6�,�1���Q�X�P�E�H�U �+�.��������������������  

 

�1�R�U�P�D�O�O�\���� �L�Q�Y�H�V�W�R�U�V�� �F�D�Q�� �E�X�\�� �D�Q�G�� �V�H�O�O�� �8�Q�L�W�V�� �W�U�D�G�H�G�� �L�Q�� �W�K�H�� �V�D�P�H�� �F�R�X�Q�W�H�U�� �R�U�� �D�O�W�H�U�Q�D�W�L�Y�H�O�\���E�X�\�� �L�Q�� ����
�F�R�X�Q�W�H�U�� �D�Q�G�� �V�H�O�O�� �L�Q�� �W�K�H�� �R�W�K�H�U�� �F�R�X�Q�W�H�U�� �S�U�R�Y�L�G�H�G�� �W�K�H�L�U�� �E�U�R�N�H�U�V�� �S�U�R�Y�L�G�H�� �E�R�W�K���8�6�'���D�Q�G���+�.�' ��trading 
services at the same time. Inter-counter buy and sell is permissible even if the trades take place 
within the same trading day. However, investors should note that the trading price of Units traded 
in the �8�6�' counter and that of HKD counter may be different and may not always maintain a close 
relationship depending on factors such as market demand and supply and liquidity in each counter. 

More information with regard to the Dual Counter is available in the frequently asked questions in 
�U�H�V�S�H�F�W�� �R�I�� �W�K�H�� �'�X�D�O�� �&�R�X�Q�W�H�U�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H��
http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products�� 

Investors should consult their brokers if they have any questions concerning fees, timing, 
procedures and the operation of the Dual Counter, including inter-counter trading���� �,�Q�Y�H�V�W�R�U�V�¶��
�D�W�W�H�Q�W�L�R�Q���L�V���D�O�V�R���G�U�D�Z�Q���W�R���W�K�H���U�L�V�N���I�D�F�W�R�U���E�H�O�R�Z���H�Q�W�L�W�O�H�G���³�'�X�D�O���&�R�X�Q�W�H�U��Trading �5�L�V�N�V�´�� 

Distribution Policy  

The Manager intends to distribute income to Unitholders annually (in December) having regard to 
�W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���L�Q�F�R�P�H��after fees and costs.  

The Manager will also have the discretion to determine if and to what extent distributions (whether 
directly or effectively) will be paid out of capital of the Product. 

The Manager may, at its discretion, pay distributions out of capital. The Manager may also, at its 
discretion, pay distributions out of gross income while all or part of the fees and expenses of the 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of capital.  Investors should note that payments of distributions out of capital 
or effe�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �F�D�S�L�W�D�O�� �D�P�R�X�Q�W�V�� �W�R�� �D�� �U�H�W�X�U�Q�� �R�U�� �Z�L�W�K�G�U�D�Z�D�O�� �R�I�� �S�D�U�W�� �R�I�� �D�Q�� �L�Q�Y�H�V�W�R�U�¶�V�� �R�U�L�J�L�Q�D�O��
investment or from any capital gains attributable to that original investment. Any distributions 
involving pa�\�P�H�Q�W�� �R�X�W�� �R�I�� �R�U�� �H�I�I�H�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�D�S�L�W�D�O�� �P�D�\�� �U�H�V�X�O�W�� �L�Q�� �D�Q�� �L�P�P�H�G�L�D�W�H��
reduction in the Net Asset Value per Unit and will reduce any capital appreciation for the Unitholders. 
There is no guarantee of any regular distribution. 

The composition of the distributions (i.e. the relative amounts paid out of net distributable income 
and capital) for the last 12 months are available by the Manager on request and also on the 
�0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H https://www.csopasset.com/en/products/hk-smsn-2l (which has not been 
reviewed by the SFC).  

The distribution policy may be amended subject to the SFC�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O���D�Q�G���X�S�R�Q���J�L�Y�L�Q�J���Q�R�W��
�O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V���� 

Distributions (if declared) will be declared in the base currency of the Product (i.e. USD). The 
Manager will make an announcement prior to any distribution in respect of the relevant distribution 
amount in USD only. The details of the distribution declaration dates, distribution amounts and ex-
�G�L�Y�L�G�H�Q�G�� �S�D�\�P�H�Q�W�� �G�D�W�H�V�� �Z�L�O�O�� �E�H�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H 
https://www.csopasset.com/en/products/hk-smsn-2l (which has not been reviewed by the SFC) and 
�R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H 
http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx (which 
has not been reviewed by the SFC).  

http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products
https://www.csopasset.com/en/products/hk-smsn-2l
https://www.csopasset.com/en/products/hk-smsn-2l
http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx


There can be no assurance that distributions will be paid.  

Each Unitholder will receive distributions in USD. Unitholders are advised to check with their 
brokers/intermediaries on the arrangements concerning distributions.  

Distribution payment rates in respect of Units will depend on factors beyond the control of the 
Manager or Trustee including, general economic conditions, and the financial position and dividend 
or distribution policies of the relevant underlying entities. There can be no assurance that such 
entities will declare or pay dividends or distributions. 

Fees and Expenses  

�0�D�Q�D�J�H�P�H�Q�W���)�H�H�� 

The Product pays a Management Fee as a single flat fee, currently at 1.6% per year of the Net 
�$�V�V�H�W���9�D�O�X�H���R�I�� �W�K�H���3�U�R�G�X�F�W���� �3�O�H�D�V�H���U�H�I�H�U���W�R���W�K�H���V�H�F�W�L�R�Q���³�)�H�H�V���D�Q�G���(�[�S�H�Q�V�H�V�´���D�V���W�R���W�K�H fees and 
charges included in the Management Fee. The Management Fee is calculated as at each Dealing 
Day and payable monthly in USD in arrears out of the Trust Fund. 

The Management Fee may be increased up to 3% per year of the Net Asset Value of the Product, 
�R�Q���R�Q�H���P�R�Q�W�K�¶�V���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�����R�U���V�X�F�K���V�K�R�U�W�H�U���S�H�U�L�R�G���D�V���D�S�S�U�R�Y�H�G���E�\���W�K�H���6�)�&�������,�Q���W�K�H���H�Y�H�Q�W��
that such fee is to be increased beyond this rate (which is the maximum rate set out in the Trust 
�'�H�H�G�������V�X�F�K���L�Q�F�U�H�D�V�H���Z�L�O�O���E�H���V�X�E�M�H�F�W���W�R���W�K�H���8�Q�L�W�K�R�O�G�H�U�V�¶���D�Q�G���W�K�H���6�)�&�¶�V���D�S�S�U�R�Y�D�O�� 

The Trustee fee is inclusive in the Management Fee.  

Swap fees  

�'�H�W�D�L�O�V���R�I���W�K�H���V�Z�D�S���I�H�H�V���D�Q�G���L�Q�G�L�U�H�F�W���F�R�V�W�V���D�U�H���V�H�W���R�X�W���L�Q���W�K�H���V�H�F�W�L�R�Q���³�6�Z�D�S���I�H�H�V�´���L�Q���W�K�L�V���$�S�S�H�Q�G�L�[. 

Risk Factors Specific to the Product  

In addition to the risk factors presented in Part 1 of this Prospectus, the risk factors set forth below 
are also specific risks, in the opinion of the Manager, considered to be relevant and presently 
applicable specifically to the Product. 

�5�L�V�N�V���$�V�V�R�F�L�D�W�H�G���Z�L�W�K���,�Q�Y�H�V�W�L�Q�J���L�Q���)�L�Q�D�Q�F�L�D�O���'�H�U�L�Y�D�W�L�Y�H���,�Q�V�W�U�X�P�H�Q�W�V�����W�K�H���³�)�'�,�V�´�� 

The risks associated with the use of FDIs are different from, or possibly greater than, the risks 
associated with investing directly in Securities and other traditional investments. Generally, a 
derivative is a financial contract the value of which depends upon, or is derived from, the value of 
an underlying asset, reference rate or index, and may relate to stocks, bonds, interest rates, 
currencies or currency exchange rates, commodities, and related indices. Any Product investing in 
FDIs may utilise both exchange-traded and over-the-counter derivatives. Compared to equity 
securities, FDIs can be more sensitive to changes in market prices of the underlying assets and 
thus market prices of FDIs may fall in value as rapidly as they may rise. Investors investing in such 
Products are exposed to a higher degree of fluctuation in value than a Product which does not 
invest in FDIs. Transactions in over-the-counter FDIs may involve additional risk such as the risk 
that a counterparty defaults as there is no regulated market for such FDIs. Investing in FDIs also 
involves other types of risks including, but not limited to, the risk of adopting different valuation 
methodologies and imperfect correlation between the FDI and its underlying securities, rates and 
indices. Risks associated with FDIs also include counterparty/credit risk, liquidity risk, valuation risk, 
volatility risk and over-the-counter transaction risk. The leverage element/component of a FDI can 
result in a loss significantly greater than the amount invested in the FDI by a Product. Exposure to 
FDIs may lead to a high risk of significant loss by a Product. There is no assurance that any 
derivative strategy used by a Product will succeed. 

 



Single Stock C oncentration Risk  

The Product is subject to concentration risk as a result of tracking the leveraged performance of 
the single Underlying Stock. The value of the Product may be more volatile than that of a fund 
having a more diverse portfolio of investments due to the non-diversified nature of investing in the 
single Underlying Stock. The value of the Product may be more susceptible to adverse conditions 
in respect of such particular Underlying Stock. 

Extreme Price Volatility Risk  

Prices of the Product may be more volatile than conventional ETFs because of the use of leverage 
and the daily rebalancing activities and the leverage effect. Furthermore, the Product is 
concentrated in a single Underlying Stock. Given its non-diversified and leveraged nature, the 
Product is subject to extreme price volatility and may become non-viable within a short period. You 
may lose a significant portion or all of your investment within one day. 

Under exceptional circumstances where the Product is at significant risk of becoming non-viable, 
the Manager may use its discretion to deviate from the investment strategy or take defensive 
measures, which may include (i) liquidating swap positions and re-entering the swap contracts at 
the market close on the same Business Day depending on market condition; (ii) activating a stop 
loss mechanism for swap positions; and (iii) suspending trading of the Product, in order to safeguard 
the interests of the Product and its Unitholders to prevent potential negative fund value and protect 
the interests of the investors. Such circumstances may arise if there are extreme price movements 
of the Underlying Stock and the Manager will issue a notice to inform investors. 

Regarding the stop loss mechanism, the Manager has pre-agreed with each Swap Counterparty in 
the contractual terms set out in the agreements a mechanism that aims to limit the downside of the 
relevant swap positions so that such positions retain at least ���������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�$�9���R�I���W�K�H���O�D�V�W��
Business Day (before any fees and costs, including but not limited to swap fee and unwinding fee) 
for each dealing day should the Underlying Stock experience extreme price movements. For the 
avoidance of doubt, this mechanism applies solely at the level of the relevant swap positions and 
�G�R�H�V�� �Q�R�W�� �F�R�Q�V�W�L�W�X�W�H���� �Q�R�U�� �V�K�R�X�O�G�� �L�W�� �E�H�� �F�R�Q�V�W�U�X�H�G�� �D�V���� �D�� �I�O�R�R�U�� �R�U�� �J�X�D�U�D�Q�W�H�H�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �R�Y�H�U�D�O�O��
portfolio or its NAV. If that eventuates, the indicative NAV of the Product will reflect the impact of 
the stop loss mechanism in respect of the swap positions, among other factors. However, the NAV 
�R�U���L�Q�G�L�F�D�W�L�Y�H���1�$�9���R�I���W�K�H���3�U�R�G�X�F�W���P�D�\���Q�R�W���Q�H�F�H�V�V�D�U�L�O�\���E�H���P�D�L�Q�W�D�L�Q�H�G���D�W�����������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�$�9��
of the last Business Day, including as a result of fees, costs, expenses, other investments of the 
Product, market movements or other circumstances. 

The stop loss mechanism may result in a greater tracking difference and a higher risk that the 
Product is traded at a premium or discount in the secondary market. Investors should refer to the 
indicative NAV and NAV of the last Business Day of the Product �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Z�H�E�V�L�W�H�� �D�Q�G��
should take caution to ascertain whether the secondary trading prices are reasonable. 

Please note that there is no guarantee that (i) the stop loss mechanism will fully and effectively 
achieve its desired result; and (ii) the secondary trading prices of the Product will reflect such swap 
stop loss mechanism. 

Risks associated with the Underlying Stock �± Samsung Electronics Co Ltd  

Risks specific to the Underlying Stock 

The Underlying Stock is subject to many risks that can negatively impact its revenue and viability 
including, but are not limited to price volatility risk, management risk, inflation risk, global economic 
risk, growth risk, supply and demand risk, operations risk, regulatory risk, environmental risk, 
terrorism risk and the risk of natural disasters. The Underlying Stock performance may be affected 
�E�\���W�K�H���F�R�P�S�D�Q�\�¶�V���D�E�L�O�L�W�\���W�R���L�G�H�Q�W�L�I�\���Q�H�Z���S�U�R�G�X�F�W�V�����W�H�F�K�Q�R�O�R�J�L�H�V���R�U���V�H�U�Y�L�F�H�V�����J�O�R�E�D�O���F�R�P�S�H�W�L�W�L�R�Q���D�Q�G��
business conditions, its dependence on third-party product manufacturers, product defect issues, 
cybersecurity breaches, and customer concentration. 



�)�X�U�W�K�H�U�P�R�U�H�����6�D�P�V�X�Q�J���(�O�H�F�W�U�R�Q�L�F�V���&�R���/�W�G���I�D�F�H�V���L�Q�W�H�Q�V�H���J�O�R�E�D�O���F�R�P�S�H�W�L�W�L�R�Q���L�Q���Y�D�U�L�R�X�V���V�H�J�P�H�Q�W�V���R�I��
�L�W�V���E�X�V�L�Q�H�V�V���� �0�D�M�R�U�� �F�R�P�S�H�W�L�W�R�U�V�� �L�Q�F�O�X�G�H�����I�R�U�� �H�[�D�P�S�O�H�����$�S�S�O�H�� �,�Q�F�����L�Q�� �U�H�V�S�H�F�W�� �R�I���L�W�V�� �P�R�E�L�O�H�� �S�K�R�Q�H��
�E�X�V�L�Q�H�V�V�����7�D�L�Z�D�Q���6�H�P�L�F�R�Q�G�X�F�W�R�U���0�D�Q�X�I�D�F�W�X�U�L�Q�J���&�R�P�S�D�Q�\���/�L�P�L�W�H�G���L�Q���U�H�V�S�H�F�W���R�I���L�W�V���I�R�X�Q�G�U�\���E�X�V�L�Q�H�V�V����
�;�L�D�R�P�L���&�R�U�S�R�U�D�W�L�R�Q���L�Q���U�H�V�S�H�F�W���R�I���L�W�V���F�R�Q�V�X�P�H�U���H�O�H�F�W�U�R�Q�L�F�V��� � � � 

Korean market risk 

�,�Q�Y�H�V�W�R�U�V���V�K�R�X�O�G���E�H���D�Z�D�U�H���R�I���W�K�H���S�R�W�H�Q�W�L�D�O���P�D�U�N�H�W���U�L�V�N�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���W�U�D�G�L�Q�J���L�Q���W�K�H���.�R�U�H�D�Q���P�D�U�N�H�W����
�S�D�U�W�L�F�X�O�D�U�O�\�� �W�K�H�� �L�P�S�D�F�W���R�I�� �F�L�U�F�X�L�W���E�U�H�D�N�H�U�V�� �D�Q�G���G�D�L�O�\�� �S�U�L�F�H�� �O�L�P�L�W�V�����7�K�H�� �.�R�U�H�D�Q�� �V�W�R�F�N���H�[�F�K�D�Q�J�H���K�D�V��
�P�H�F�K�D�Q�L�V�P�V���V�X�F�K���D�V���F�L�U�F�X�L�W���E�U�H�D�N�H�U�V���R�U���G�D�L�O�\���O�L�P�L�W���X�S���G�R�Z�Q���U�X�O�H�V���W�K�D�W���P�D�\���K�D�Y�H���S�R�V�V�L�E�L�O�L�W�L�H�V���W�R���O�H�D�G��
�W�R���D���P�D�U�N�H�W���K�D�O�W�����U�H�V�X�O�W�L�Q�J���L�Q���W�K�H���V�X�V�S�H�Q�V�L�R�Q���R�I���W�U�D�G�L�Q�J���D�F�W�L�Y�L�W�L�H�V���I�R�U���W�K�H���G�D�\�����7�K�H�V�H���L�Q�W�H�U�U�X�S�W�L�R�Q�V���F�D�Q��
�D�I�I�H�F�W���W�K�H���Q�R�U�P�D�O���U�H�E�D�O�D�Q�F�L�Q�J���S�U�R�F�H�V�V���R�I�� �W�K�H���3�U�R�G�X�F�W�����W�K�H�U�H�E�\���L�P�S�D�F�W�L�Q�J���L�W�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���W�K�H��
�W�D�U�J�H�W�H�G�� �H�[�S�R�V�X�U�H�� �O�H�Y�H�O�V���� �&�R�Q�V�H�T�X�H�Q�W�O�\���� �W�K�L�V�� �P�D�\�� �O�H�D�G�� �W�R�� �D�Q�� �L�Q�F�U�H�D�V�H�G�� �W�U�D�F�N�L�Q�J�� �G�L�I�I�H�U�H�Q�F�H���� �,�Q��
�H�[�W�U�H�P�H���V�F�H�Q�D�U�L�R�V���Z�K�H�U�H���W�U�D�G�L�Q�J���L�V���K�D�O�W�H�G���G�X�H���W�R���W�K�H�V�H���P�H�F�K�D�Q�L�V�P�V�����W�K�H�U�H���L�V���D���S�R�V�V�L�E�L�O�L�W�\���W�K�D�W���W�K�H��
�U�H�W�X�U�Q�V�� �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N�� �F�R�X�O�G�� �D�F�F�X�P�X�O�D�W�H�� �D�Q�G�� �U�H�I�O�H�F�W���L�Q�� �W�K�H�� �3�U�R�G�X�F�W���R�Q���W�K�H�� �Q�H�[�W�� �Q�R�U�P�D�O��
�W�U�D�G�L�Q�J�� �G�D�\�����7�K�L�V�� �D�F�F�X�P�X�O�D�W�L�R�Q�� �P�D�\�� �H�[�F�H�H�G�� �W�K�H�� �G�D�L�O�\�� �������� �G�R�Z�Q�� �O�L�P�L�W�� �V�H�W�� �E�\�� �W�K�H�� �.�R�U�H�D�Q�� �P�D�U�N�H�W����
�6�X�F�K���F�L�U�F�X�P�V�W�D�Q�F�H�V���F�D�Q���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V�� 

�(�O�H�F�W�U�R�Q�L�F�V���D�Q�G���W�H�F�K�Q�R�O�R�J�\���K�D�U�G�Z�D�U�H���L�Q�G�X�V�W�U�\���U�L�V�N 

�7�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����D�Q�G���F�R�Q�V�H�T�X�H�Q�W�O�\���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����L�V���V�X�E�M�H�F�W��
to the risks of the electronics and technology hardware industry. Electronics and technology 
hardware companies can be significantly affected by cyclical market patterns, rapid product 
obsolescence, frequent new product introductions, evolving industry standards, competitive 
pressures, aggressive pricing, technological developments, changing domestic demand, the ability 
to attract and retain skilled employees and availability and price of components. In addition, many 
technology hardware companies rely on a combination of patents, copyrights, trademarks and trade 
secret laws to establish and protect their proprietary rights in their products and technologies. 

Semi-conductor company risk 

�7�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����D�Q�G���F�R�Q�V�H�T�X�H�Q�W�O�\���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����L�V���V�X�E�M�H�F�W��
to the risks of the semiconductor sector. The risks of investments in the semiconductor sector 
industry include: intense competition, both domestically and internationally, including competition 
from subsidized foreign competitors with lower production costs; risks of rapid obsolescence of 
products; economic performance of the customers of semiconductor companies; and rapidly 
changing product and market demands. The semiconductor industry may also be affected by risks 
that affect the broader technology sector, including: government regulation; dramatic and often 
unpredictable changes in growth rates and competition for qualified personnel; heavy dependence 
on patent and intellectual property rights, the loss or impairment of which may adversely affect 
profitability; and a small number of companies representing a large portion of the technology sector 
as a whole. The stock prices of semiconductor companies have been and likely will continue to be 
extremely volatile. 

Technology theme risk  

Samsung Electronics Co Ltd is in the technology sector and is characterised by relatively higher 
volatility in price performance when compared to other economic sectors. Samsung Electronics Co 
Ltd also face intense competition and there may also be substantial government intervention, which 
may have an effect on profit margins. The price volatility of the Underlying Stock may be greater 
than the price volatility of other companies. Rapid changes could render obsolete the products and 
services offered by companies in the technology sector. Rapid changes to the products and 
services offering may further contribute to the price volatility of Samsung Electronics Co Ltd. 
Samsung Electronics Co Ltd is also subject to cyber security risks and potential legal, financial, 
operational and reputational consequences. 

Large/mega-capitalisation company risk  

Samsung Electronics Co Ltd is a large/mega-capitalisation company that is relatively mature 
compared to smaller companies and therefore subject to slower growth during times of economic 



expansion. It may struggle with flexibility to respond quickly to disruptions and changes in trends. 
The high valuation of large/mega-capitalisation companies can make Samsung Electronics Co Ltd 
more susceptible to market corrections, downturns and changes in interest rates. Moreover, 
large/mega-capitalisation companies typically have high price-to-earnings ratio than smaller 
capitalisation companies which can lead to overvaluation and may indicate there is less room for 
gains and even potential downward price adjustment. These companies usually exert market 
dominance and therefore frequently face regulatory pressures, in particular antitrust scrutiny. This 
leads to legal challenges and increased costs which may in turn affect profitability. 

Long Term Holding Risk  

The Product is not intended for holding longer than one day as the performance of the Product 
over a period longer than one day will very likely differ in amount and possibly direction from the 
leveraged performance of the Underlying Stock over that same period (e.g. the loss may be more 
than twice the fall in the price of the Underlying Stock). The effect of compounding becomes more 
�S�U�R�Q�R�X�Q�F�H�G�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �D�V�� �W�K�H��price of the Underlying Stock experiences 
�Y�R�O�D�W�L�O�L�W�\���� �7�K�H�� �G�H�Y�L�D�W�L�R�Q�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �I�U�R�P�� �W�K�H�� �O�H�Y�H�U�D�J�H�G�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�I�� �W�K�H��
Underlying Stock will increase, and the performance of the Product will generally be adversely 
affected with higher volatility of the price of the �8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N. As a result of Daily rebalancing, 
the volatility of the price of the Underlying Stock and the �H�I�I�H�F�W�V�� �R�I�� �F�R�P�S�R�X�Q�G�L�Q�J�� �R�I�� �H�D�F�K�� �G�D�\�¶�V��
return over time, it is even possible that the Product will lose money over time while the Underlying 
Stock�¶�V���S�H�U�I�R�U�P�D�Q�F�H���L�Q�F�U�H�D�V�H�V���R�U���L�V���I�O�D�W���� 

Leverage Risk  

The Product will utilise leverage to achieve a Daily return equivalent to twice (2x) the return of the 
Underlying Stock. Both gains and losses will be magnified. The risk of loss resulting from an 
investment in the Product in certain circumstances including a bear market will be substantially 
more than a fund that does not employ leverage. 
 
Risk of Rebalancing Activities  

There is no assurance that the Product can rebalance their portfolio on a Daily basis to achieve 
their investment objectives. Market disruption, regulatory restrictions, counterparty capacity limits 
�R�U���H�[�W�U�H�P�H���P�D�U�N�H�W���Y�R�O�D�W�L�O�L�W�\���P�D�\���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���U�H�E�D�O�D�Q�F�H���L�W�V���S�R�U�W�I�R�O�L�R�� 
 
Liquidity Risk  

The rebalancing activities of the Product typically take place near �W�K�H�� �H�Q�G�� �R�I�� �W�U�D�G�L�Q�J���R�I�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W��to minimise tracking difference. As a result, the Product may be more exposed 
to the market conditions during a shorter interval and may be more subject to liquidity risk and the 
Derivative Counterparty's capacity to execute may also be subject to liquidity risk. 
 
Intraday Investment Risk  
 
The Product is normally rebalanced at the end of �W�U�D�G�L�Q�J���R�I���W�K�H���X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W �R�Q���D���%�X�V�L�Q�H�V�V��
�'�D�\. As such, return for investors that invest for period less than a full Trading Day will generally be 
greater than or less than two times (2x) leveraged investment exposure to the Underlying Stock, 
depending upon the movement of the price of the Underlying Stock from the end of one Trading 
Day until the time of purchase. 
 
Portfolio Turnover Risk  
 
�'�D�L�O�\�� �U�H�E�D�O�D�Q�F�L�Q�J�� �R�I�� �3�U�R�G�X�F�W�¶�V�� �K�R�O�G�L�Q�J�V�� �F�D�X�V�H�V�� �D�� �K�L�J�K�H�U�� �O�H�Y�H�O�� �R�I�� �S�R�U�W�I�R�O�L�R�� �W�U�D�Q�V�D�F�W�L�R�Q�V�� �W�K�D�Q��
compared to the conventional �H�[�F�K�D�Q�J�H�� �W�U�D�G�H�G�� �I�X�Q�G�V. High levels of transactions increase 
brokerage and other transaction costs. 
 
Risks Associated with Investing in Swaps  

Limited Availability of Swaps Risk 



�7�K�H���0�D�Q�D�J�H�U�¶�V���D�E�L�O�L�W�\���W�R���P�D�Q�D�J�H���W�K�H��Product in accordance with its stated investment objective will 
depend upon the willingness and ability of potential Swap Counterparties to engage in Swaps with 
the Product linked to the performance of the Underlying Stock . A �6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R��
continue to enter into Swaps or other derivative transactions with the Product may be reduced or 
eliminated, which could have a material adverse effect on the Product. Furthermore, Swaps are of 
limited duration and there is no guarantee that Swaps entered into with a Swap Counterparty will 
continue indefinitely. Accordingly, the duration of a Swap depends on, among other factors, the 
ability of the Product to renew the expiration period of the relevant Swap at agreed upon terms. If 
the Product is unable to obtain sufficient exposure to �W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H��
of the Underlying Stock because of the limited availability of Swaps linked to t�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H��
�O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H��of the Underlying Stock, the Product could, among other alternatives, as a 
defensive measure, suspend creations until the Manager determines that the requisite swap 
exposure is obtainable. During the period that creations are suspended, the Product could trade at 
a significant premium or discount to the Net Asset Value and could experience substantial 
redemptions. To the extent that such events result in a termination event under �W�K�H���3�U�R�G�X�F�W�¶�V���6�Z�D�S�V����
the risks related to the limited availability of Swaps would be compounded and the Product may be 
adversely affected. 
 
Counterparty Risk  
 
Because a Swap is an obligation of the Swap Counterparty rather than a direct investment in the 
Underlying Stock, the Product may suffer losses potentially equal to, or greater than, the full value 
of the Swap if the Swap Counterparty fails to perform its obligations under the Swap as a result of 
bankruptcy or otherwise. Any loss would result in a reduction in the Net Asset Value of the Product 
�D�Q�G���Z�L�O�O���O�L�N�H�O�\���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�����7�K�H���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�D�V�V�R�F�L�D�W�H�G���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�V���H�[�S�H�F�W�H�G to be greater than that may be encountered 
by most other funds because the Product expects to use Swaps as the principal means to gain 
exposure to the Underlying Stock. Despite the counterparty risk management measures in place, 
�W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I�� �W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� �W�R���]�H�U�R���L�V���V�X�E�M�H�F�W���W�R��
settlement risks arising from settlement failures and market risks (including price movements prior 
t�R�� �W�K�H�� �U�H�T�X�L�U�H�G�� �F�D�V�K�� �S�D�\�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W������ �7�K�H�� �3�U�R�G�X�F�W�¶�V�� �Q�H�W��
exposure to each Swap Counterparty may exceed zero if any such risks eventuate. The extent of 
�W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�R�W�H�Q�W�L�D�O�� �O�R�V�V�� �D�U�L�V�L�Q�J�� �L�Q�� �W�K�L�V�� �U�H�J�D�U�G�� �L�V�� �O�L�N�H�O�\�� �W�R�� �E�H�� �W�K�H�� �D�P�R�X�Q�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Q�H�W��
counterparty exposure. 
 
�7�K�H���0�D�Q�D�J�H�U���Z�L�O�O���P�D�Q�D�J�H���W�K�H���3�U�R�G�X�F�W���W�R���H�Q�V�X�U�H���W�K�D�W���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W��
�D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���D�Q�G���E�H���P�D�L�Q�W�D�L�Q�H�G�����P�D�U�N�H�G��
�W�R���P�D�U�N�H�W���R�Q���D���G�D�L�O�\���E�D�V�L�V�����Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H���L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�H�[�S�R�V�X�U�H���D�W���W�K�H���H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\�����,�I���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H��
�3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I���D�Q�\���W�U�D�G�L�Q�J���G�D�\���7�����E�\���W�K�H���H�Q�G���R�I���W�K�D�W��
�W�U�D�G�L�Q�J���G�D�\���7���� �W�K�H���0�D�Q�D�J�H�U���Z�L�O�O���J�H�Q�H�U�D�O�O�\�� �U�H�T�X�L�U�H���W�K�D�W���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���G�H�O�L�Y�H�U���D�G�G�L�W�L�R�Q�D�O��
�F�R�O�O�D�W�H�U�D�O���D�V�V�H�W�V���W�R���P�D�N�H���X�S���I�R�U���W�K�H���G�L�I�I�H�U�H�Q�F�H���L�Q���Y�D�O�X�H�����Z�L�W�K���W�K�H���V�H�W�W�O�H�P�H�Q�W���R�I���V�X�F�K���G�H�O�L�Y�H�U�\���H�[�S�H�F�W�H�G��
�W�R�� �R�F�F�X�U�� �R�Q���R�U�� �E�H�I�R�U�H���W�U�D�G�L�Q�J�� �G�D�\�� �7�������� �'�H�V�S�L�W�H�� �W�K�H�� �F�R�X�Q�W�H�U�S�D�U�W�\�� �U�L�V�N�� �P�D�Q�D�J�H�P�H�Q�W�� �P�H�D�V�X�U�H�V�� �L�Q��
�S�O�D�F�H�����W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���]�H�U�R���L�V���V�X�E�M�H�F�W��
�W�R�� �V�H�W�W�O�H�P�H�Q�W�� �U�L�V�N�V�� �D�U�L�V�L�Q�J�� �I�U�R�P�� �V�H�W�W�O�H�P�H�Q�W�� �I�D�L�O�X�U�H�V�� �D�Q�G�� �P�D�U�N�H�W�� �U�L�V�N�V�� ���L�Q�F�O�X�G�L�Q�J�� �S�U�L�F�H�� �P�R�Y�H�P�H�Q�W�V��
�S�U�L�R�U���W�R���W�K�H���U�H�T�X�L�U�H�G���F�D�V�K���S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W�������$�Q�\���G�H�O�D�\���L�Q���W�K�H���F�D�V�K��
�S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W���S�U�L�R�U���W�R���W�K�H���H�Q�G���R�I���W�K�H���U�H�O�H�Y�D�Q�W���W�U�D�G�L�Q�J���G�D�\���7������
�P�D�\���F�D�X�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���E�H���O�D�U�J�H�U���W�K�D�Q���]�H�U�R���I�U�R�P���W�L�P�H���W�R���W�L�P�H����
�7�K�L�V���P�D�\���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V���I�R�U���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���H�Y�H�Q�W���R�I���W�K�H���L�Q�V�R�O�Y�H�Q�F�\���R�U���G�H�I�D�X�O�W���R�I���W�K�D�W��
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 
 
Early Termination of Swaps Risk 
 
In some circumstances, a Swap Counterparty can terminate the swap agreements early which may 
�D�G�Y�H�U�V�H�O�\���L�P�S�D�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�D�Q���D�O�V�R���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V��
�D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���D�Q�G���P�D�\���V�X�E�M�H�F�W���W�K�H���3�U�R�G�X�F�W���W�R���V�X�E�V�W�D�Q�W�L�D�O���O�R�V�V����Also, the 
Product may face an increase in the cost to enter into a similar swap agreement with additional 
Swap Counterparties.   
 
High Swap Fees Risk 



 
The Product will bear the swap fees, which are subject to the discussion and consensus between 
the Manager and the Swap Counterparty based on the actual market circumstances on a case-by-
case basis. The current swap fees are a best estimate only and may deviate from the actual market 
conditions. The swap fees of the Product may be higher than that of other leveraged and inverse 
products tracking broad-based indices or commodities indices due to market condition, market 
sentiment on the Underlying Stock and changes in interest rates. This may have an adverse impact 
on the NAV and performance of the Product, and hence may result in higher tracking difference. In 
extreme market conditions and exceptional circumstances, the brokerage commission and the 
�6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �P�D�\�� �L�Q�F�U�H�D�V�H�� �V�L�J�Q�L�I�L�F�D�Q�W�O�\�� �D�Q�G�� �L�Q��
return increase the swap fees.      
 
Capacity Limit Risk 
 
The Swap Counterparties may also be subject to a capacity limit representing the commitment of 
the Swap Counterparty to conduct the Swap transactions to provide the required exposure to the 
Underlying Stock �I�R�U���W�K�H���3�U�R�G�X�F�W�����$�F�F�R�U�G�L�Q�J�O�\�����W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���W�K�H��Underlying Stock may 
be affected. Whilst the Manager does not anticipate that this will have any immediate effect on the 
Product, if any Swap Counterparty reaches its capacity limit or if the Net Asset Value of the Product 
grows significantly this may prevent creations of Units due to the inability of the Product to conduct 
Swap transactions. This may cause a divergence between the trading price of a Unit on the SEHK 
and the Net Asset Value per Unit. The investment exposure could also deviate from the target 
exposure which adds tracking error to the Product. 
 
Liquidity Risk 
 
Swaps may be subject to liquidity risk, which exists when a particular Swap is difficult to purchase 
or sell. If a Swap transaction is particularly large or if the relevant market is illiquid, it may not be 
possible to initiate a transaction or liquidate a position at an advantageous time or price, which may 
result in significant losses to the Product. In addition, a Swap may be subject to the �3�U�R�G�X�F�W�¶�V��
limitation on investments in illiquid Securities. Swaps may be subject to pricing risk, which exists 
when a particular Swap becomes extraordinarily expensive (or inexpensive) relative to historical 
prices or the prices of corresponding cash market instruments. The swaps market is largely 
unregulated. It is possible that developments in the swaps market, including potential government 
�U�H�J�X�O�D�W�L�R�Q���� �F�R�X�O�G�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �D�E�L�O�L�W�\�� �W�R�� �W�H�U�P�L�Q�D�W�H�� �H�[�L�V�W�L�Q�J�� �6�Z�D�S�V�� �R�U�� �W�R�� �U�H�D�O�L�V�H��
amounts to be received under such agreements. There is also no active market in derivative 
instruments and therefore investment in derivative instruments can be illiquid. In order to meet 
requests, the relevant Product relies upon the issuer of the derivative instruments to quote a market 
to unwind any part of the derivative instruments that will reflect the market liquidity conditions and 
the size of the transaction. 
 
Valuation Risk 
 
�7�K�H���3�U�R�G�X�F�W�¶�V���D�V�V�H�W�V�����L�Q���S�D�U�W�L�F�X�O�D�U���6�Z�D�S�V���H�Q�W�H�U�H�G���L�Q�W�R���E�\���W�K�H���3�U�R�G�X�F�W�����L�Q�Y�R�O�Y�H���G�H�U�L�Y�D�W�L�Y�H���W�H�F�K�Q�L�T�X�H�V��
that may be complex and specialised in nature. Valuations for such assets will only usually be 
available from a limited number of market professionals which frequently act as counterparties to 
the transactions to be valued. Such valuations are often subjective and there may be substantial 
differences between any available valuations. However the Manager will carry out an independent 
verification of this valu�D�W�L�R�Q���R�Q���D���G�D�L�O�\���E�D�V�L�V���D�V���G�H�V�F�U�L�E�H�G���X�Q�G�H�U���³�'�H�W�H�U�P�L�Q�D�W�L�R�Q���R�I���1�H�W���$�V�V�H�W���9�D�O�X�H�´��
section. 
 
Legal Risk 
 
The characterisation of a transaction or a party's legal capacity to enter into it could render the 
Swap unenforceable. The insolvency or bankruptcy of a counterparty may also affect the 
enforceability of contractual rights. 
 
Short Selling by Swap Counterparty Risk 
 
The Swap Counterparty to the Product may need to short sell the Underlying Stock for the purposes 



�R�I���K�H�G�J�L�Q�J�����0�D�Q�\���U�H�J�X�O�D�W�R�U�V���K�D�Y�H���E�D�Q�Q�H�G���³�Q�D�N�H�G�´���V�K�R�U�W���V�H�O�O�L�Q�J�����D���S�U�D�F�W�L�F�H���W�K�D�W���K�D�V���E�H�H�Q���S�U�R�K�L�E�L�W�H�G��
in Hong Kong since short selling was first introduced) or completely suspended short selling for 
certain stocks. Any such bans with the effect of prohibiting the short selling of the Underlying Stock 
�P�D�\���D�I�I�H�F�W���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R���K�H�G�J�H���L�W�V���S�R�V�L�W�L�R�Q���D�Q�G���P�D�\���W�U�L�J�J�H�U���D�Q���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q��
�R�I���W�K�H���2�7�&���6�Z�D�S���7�U�D�Q�V�D�F�W�L�R�Q�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�R�X�O�G���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H��
its investment objective and subject the Product to substantial loss.  

Mandatory Measures imposed by Relevant Parties Risk 

�5�H�J�D�U�G�L�Q�J�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �6�Z�D�S�V���� �U�H�O�H�Y�D�Q�W�� �S�D�U�W�L�H�V�� ���V�X�F�K�� �D�V�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�L�H�V���� �S�D�U�W�L�F�L�S�D�W�L�Q�J��
dealers and stock exchanges) may impose certain mandatory measures for risk management 
purpose under extreme market circumstances. These measures may include early termination of 
the Swaps, no further Swap contracts signed and having limited or no access to exposure. In 
response to such mandatory measures, the Manager may have to take corresponding actions in 
�W�K�H�� �E�H�V�W�� �L�Q�W�H�U�H�V�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �8�Q�L�W�K�R�O�G�H�U�V�� �D�Q�G�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�R�Q�V�W�L�W�X�W�L�Y�H��
�G�R�F�X�P�H�Q�W�V�����L�Q�F�O�X�G�L�Q�J���V�X�V�S�H�Q�V�L�R�Q���R�I���F�U�H�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���X�Q�L�W�V���D�Q�G���R�U���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���W�U�D�G�L�Q�J����
implementing alternative investment and/or hedging strategies and termination of the Product. 
These corresponding actions may have an adverse impact on the operation, secondary market 
trading, ability to track the price of the Underlying Stock and the Net Asset Value of the Product. 
While the Manager will endeavour to provide advance notice to investors regarding these actions 
to the extent possible, such advance notice may not be possible in some circumstances.  

Options contracts risks  
 
The Investment in options contracts involves specific risks such as high volatility, leverage, rollover 
and margin risks. There may be imperfect correlation between the value of the underlying reference 
assets and the options contracts, which may prevent the Product from achieving its investment 
objective. 
 
Risks associated with options include counterparty/credit risk, liquidity risk (given some options may 
not have a liquid secondary market), valuation risk and over-the-counter transaction risk. The costs 
associated with portfolio construction may rise significantly, which could adversely impact the 
Product.��Further, over-the counter options may also be subject to under collateralisation risk, default 
risk and intra-day counterparty risk similar to those associated with swaps mentioned above. 
 
The Option Counterparties may also be subject to a capacity limit to conduct the Option transactions 
to provide the required exposure to the Underlying Stock for the Product. Whilst the Manager does 
not anticipate that this will have any immediate effect on the Product, if any Option Counterparty 
reaches its capacity limit or if the Net Asset Value of the Product grows significantly this may prevent 
creations of Units due to the inability of the Product to conduct Option transactions. This may cause 
a divergence between the trading price of a Unit on the SEHK and the Net Asset Value per Unit. 
The investment exposure could also deviate from the target exposure which adds tracking error to 
the Product.  

Leveraged Performance of Underlying Stock  
 
Investors in the Product should note that the objective and the risks inherent in the Product are not 
typically encountered in traditional �L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V �Z�K�L�F�K���W�U�D�F�N���W�K�H���³�O�R�Q�J�´���S�H�U�I�R�U�P�D�Q�F�H���U�D�W�K�H�U��
than leveraged performance of a single stock. Should the price of the Underlying Stock decrease, 
the use of a leverage factor of 2 in the Product will trigger an accelerated decrease in the value of 
�W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H���F�R�P�S�D�U�H�G���W�R���W�K�H��price of the Underlying Stock (which has a leverage 
factor of 1, i.e. no leverage). As such, Unitholders could, in certain circumstances including a bear 
market, face minimal or no returns, or may even suffer a complete loss, on such investments. The 
negative effect of compounding is more pronounced when combined with leverage and Daily 
rebalancing in volatile markets. 
 
The Product is designed as a trading tool for short-term market timing or hedging purposes, and is 
not intended for long term investment. It is only suitable for sophisticated trade-oriented investors 
who understand the potential consequences of seeking Daily leveraged results and the associated 
risks constantly monitor the performance of their holding on a daily basis.   



 
Path Dependency  
 
The objective of the Product is to �S�U�R�Y�L�G�H���L�Q�Y�H�V�W�P�H�Q�W���U�H�V�X�O�W�V���W�K�D�W�����E�H�I�R�U�H���I�H�H�V���D�Q�G���H�[�S�H�Q�V�H�V�����F�O�R�V�H�O�\��
�F�R�U�U�H�V�S�R�Q�G���W�R���W�Z�L�F�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N on a Daily basis only. Therefore the 
Product should not be equated with seeking a leveraged position for periods longer than a day. 
Investors in the Product should note that the point-to-point accumulated performance of the 
historical Daily leveraged performance of the Underlying Stock over a certain period may not be 
twice the point-to-point performance of the Underlying Stock over the same period of time due to 
�W�K�H�� �H�I�I�H�F�W�� �R�I�� �³�S�D�W�K�� �G�H�S�H�Q�G�H�Q�F�\�´�� �D�Q�G�� �F�R�P�S�R�X�Q�G�L�Q�J�� �Rf the Daily returns of the Underlying Stock. 
�3�O�H�D�V�H���U�H�I�H�U���W�R���W�K�H���V�H�F�W�L�R�Q���³�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\�´���D�E�R�Y�H�� 
 
Investors should exercise caution when holding the Product for longer than the rebalancing interval, 
i.e. one Business Day. The performance of the Product, when held overnight, may deviate from the 
leveraged performance of the Underlying Stock. 
 
Investment in Other Funds Risk  

�$�V���S�D�U�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\�����W�K�H���0�D�Q�D�J�H�U���P�D�\���L�Q�Y�H�V�W���L�Q���R�W�K�H�U active or passive 
investment products. The Product will be exposed to the risk of investing in another management 
�F�R�P�S�D�Q�\�¶�V�� �I�X�Q�G�V�� �Z�L�W�K�� �D�O�O�� �W�K�H�� �U�H�O�D�W�H�G�� �U�L�V�N�V�� �Z�K�L�F�K�� �D�W�W�D�F�K�� �W�R��listed or unlisted funds generally. In 
particular, as an investor in such funds, the Product will ultimately bear the fees and expenses of 
the underlying funds including management fees charged by the underlying management 
company. These charges will be in addition to the fees payable by the Product to the Manager. 

If the Product invests in other active or passive investment products managed by the Manager or 
Connected Person of the Manager, all initial charges and redemption charges on these listed or 
unlisted funds must be waived, and the Manager must not obtain rebate of any fees or charges 
levied by these funds or any quantifiable monetary benefits in connection with investments in these 
funds. In addition, where an underlying fund is managed by the Manager, all management and 
performance fees charged by the underlying fund will be waived for the Product. In case any 
conflicts of interest may still arise out of such investments, the Manager will use its best endeavours 
to resolve it fairly. 

The Product will be subject to the risks associated with the underlying funds. The Product does not 
have control of the investments of the underlying funds and there is no assurance that the 
investment objective and strategy of the underlying funds will be successfully achieved which may 
have a negative impact to the NAV of the Product. 

The underlying funds in which the Product may invest may not be regulated by the SFC. There may 
be additional costs involved when investing into these underlying funds. There is also no guarantee 
that the underlying funds will always have sufficient liquidity to meet the Product's redemption 
requests as and when made. 

Short -term Fixed Income Securities (including money market instruments) Risks  
 
Short-term fixed income securities risk  
 
The Product may invest in fixed income securities which are short-term or with short-term remaining 
maturities. It means the turnover rates of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���P�D�\���E�H���U�H�O�D�W�L�Y�H�O�\���K�L�J�K���D�Q�G���W�K�H��
transaction costs incurred as a result of the purchase or sale of such securities may increase which 
in turn may have a negative impact on the net asset value of the Product. 
 
Credit risk  
 
The Product is exposed to the credit/insolvency risk of issuers/guarantors of the fixed income and 
debt securities in which the Product may invest.  
 
Interest rate risk  



 
The Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�Q���I�L�[�H�G���L�Q�F�R�P�H���V�H�F�X�U�L�W�L�H�V���D�U�H���V�X�E�M�H�F�W���W�R���L�Q�W�H�U�H�V�W���U�D�W�H���U�L�V�N�����*�H�Q�H�U�D�O�O�\�����W�K�H��
prices of fixed income and debt securities rise when interest rates fall, whilst their prices fall when 
interest rates rise.  
 
Credit rating risk  
 
Credit ratings assigned by rating agencies are subject to limitations and do not guarantee the 
creditworthiness of the fixed income securities and/or the issuers/guarantors at all times. 
 
Credit rating downgrading risk  
 
In the event of a credit rating downgrading of the fixed income securities (or the issuers thereof) 
held by the Product, the Product�¶�V�� �Y�D�O�X�H�� �P�D�\�� �E�H�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�H�G�� �D�Q�G�� �L�Q�Y�H�V�W�R�U�V�� �P�D�\�� �V�X�I�I�H�U�� �D��
substantial loss as a result. The Manager may or may not be able to dispose of the fixed income 
instruments that are being downgraded. 
 
Sovereign debt risks  
 
Investment in sovereign debt obligations issued or guaranteed by governments may be exposed to 
political, social and economic risks. In adverse situations, the sovereign issuers/guarantors may 
not be able or willing to repay the principal and/or interest when due or may request the Product to 
participate in restructuring such debts. The Product may suffer significant losses when there is a 
default of sovereign debt issuers/guarantors.  
 
Passive Investments Risk  

�7�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���³�D�F�W�L�Y�H�O�\���P�D�Q�D�J�H�G�´���D�Q�G�����X�Q�G�H�U���Q�R�U�P�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V�����W�K�H���0�D�Q�D�J�H�U���Z�L�O�O��
not adopt any temporary defensive position when the price of the Underlying Stock moves in an 
unfavourable direction. In such circumstances, Units of the Product will also decrease in value. 
Under extreme market circumstances, the Manager will adopt temporary defensive position for 
protection of the Product.  

Trading Difference Risks  

Premiums or discounts to the Net Asset Value may arise when the Product and its Underlying Stock 
trade on exchanges that are in different time zones. As the exchange of the Underlying Stock may 
be open when the Units are not priced, the value of the Produc�W�¶�V���S�R�U�W�I�R�O�L�R���P�D�\���F�K�D�Q�J�H���R�Q���G�D�\�V��
when investors will not be able to purchase or sell Units. On the other hand, if the exchange of the 
Underlying Stock is closed while the SEHK is open, this may affect the level of premium or discount 
of the trading price of the Product to its Net Asset Value. Volatility on the SEHK, as well as supply 
and demand for Units traded on the SEHK, may lead to the Units of the relevant Product trading at 
a premium or discount to the Net Asset Value. In case the trading of the Underlying Stock is 
suspended, the Product may encounter a higher level of premium or discount of the trading price 
of the Product to its Net Asset Value. The trading price of the Units may deviate significantly from 
Net Asset Value, particularly during volatile market conditions. 

The Product will be subject to a higher tracking difference as the cost of portfolio construction is 
higher with the use of options. In extreme market conditions and exceptional circumstances, the 
cost of portfolio construction may increase significantly and may have an adverse impact on the 
Net Asset Value and tracking difference of the Product. 

Distributions Out Of or Effectively Out Of Capital Risk    

The Manager may, at its discretion make distributions out of capital. The Manager may also, at its 
discretion, make distributions out of gross income while all or part of the fees and expenses of a 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of the capital. Payment of distributions out of capital or effectively out of capital 



�D�P�R�X�Q�W�V���W�R���D���U�H�W�X�U�Q���R�U���Z�L�W�K�G�U�D�Z�D�O���R�I�� �S�D�U�W���R�I�� �D�Q���L�Q�Y�H�V�W�R�U�¶�V���R�U�L�J�L�Q�D�O���L�Q�Y�H�V�W�P�H�Q�W���R�U���I�U�R�P���D�Q�\���F�D�S�L�W�D�O��
gains attributable to that original investment. Any distributions involving payment of distributions out 
�R�I���R�U���H�I�I�H�F�W�L�Y�H�O�\���R�X�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���F�D�S�L�W�D�O���P�D�\���Uesult in an immediate reduction of the Net Asset 
�9�D�O�X�H���S�H�U���8�Q�L�W�����7�K�H���0�D�Q�D�J�H�U���P�D�\���D�P�H�Q�G���L�W�V���G�L�V�W�U�L�E�X�W�L�R�Q���S�R�O�L�F�\���V�X�E�M�H�F�W���W�R���W�K�H���6�)�&�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O��
�D�Q�G���E�\���J�L�Y�L�Q�J���Q�R�W���O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�� 

Proprietary Investment / Seed Money Risk  

The assets under management at any time during the life of the Product may include proprietary 
�P�R�Q�H�\�����R�U���³�V�H�H�G���P�R�Q�H�\�´�����L�Q�Y�H�V�W�H�G���E�\���R�Q�H���R�U���P�R�U�H���L�Q�W�H�U�H�V�W�H�G���S�D�U�W�L�H�V�����V�X�F�K���D�V���S�D�U�W�L�F�L�S�D�W�L�Q�J���G�H�D�O�H�U�V����
and such investment may constitute a significant portion of such assets under management. 
Investors should be aware that such an interested party may (i) hedge any of its investments in 
whole or part, thereby reducing or removing its exposure to the performance of the Product; and (ii) 
redeem its investment in the Product at any time, without notice to Unitholders. Such an interested 
party is under no obligation to take the interests of other Unitholders into account when making its 
investment decisions. There is no assurance that any such monies will continue to be invested in 
the Product by an interested party for any particular length of time. As many of the expenses of the 
Product are fixed, a higher amount of assets under management may reduce the expenses of the 
Product per Unit and a lower amount of assets under management may increase the expenses of 
the Product per Unit. As with any other redemption representing a material portion of the Product's 
assets under management, a significant redemption of any such proprietary investment may affect 
the management and/or performance of the Product and may, in certain circumstances (i) cause 
�U�H�P�D�L�Q�L�Q�J�� �L�Q�Y�H�V�W�R�U�V�¶�� �K�R�O�G�L�Q�J�V�� �W�R�� �U�H�S�U�H�V�H�Q�W�� �D�� �K�L�J�K�H�U�� �S�H�U�F�H�Q�W�D�J�H�� �R�I�� �W�K�H�� �1�H�W�� �$�V�V�H�W�� �9�D�O�X�H�� �R�I�� �W�K�H��
Product, (ii) cause other investors in the Product to redeem their investment, and/or (iii) lead the 
Manager, with the consultation of the Trustee, to determine that the Product, has become 
unmanageable and to consider taking exceptional measures, such as terminating the Product, in 
�D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �7�U�X�V�W�� �'�H�H�G���� �L�Q�� �Z�K�L�F�K�� �F�D�V�H�� �8�Q�L�W�K�R�O�G�H�U�V�¶�� �L�Qvestments would be redeemed in 
their entirety. 

Dual  Counter Trading R isks  

Dual Counter risk 

Investors without USD accounts may buy and sell HKD traded Units only. Such investors will not 
be able to buy or sell USD traded Units and should note that distributions are made in USD only. 

Inter-counter trading risk 

Although an investor may buy from one counter and sell the same on the other counter in the same 
day, it is possible that some brokers/intermediaries and Participants may not be familiar with and 
may not be able to (i) buy Units in one counter and to sell Units in the other, or (ii) trade Units in the 
USD counter and the HKD counter at the same time. In such case (i) to (ii), another broker, 
intermediary or Participant may need to be used. This may inhibit or delay dealing in the USD traded 
Units and HKD traded Units and may mean investors may only be able to trade their Units in one 
currency. Investors are recommended to check the readiness of their brokers/intermediaries in 
respect of the Dual Counter trading and inter-counter trading. 

Investors should therefore consult their brokers/intermediaries on the services that the 
brokers/intermediaries may provide in this regard along with the associated risks and fees. In 
particular, some brokers/intermediaries may not have in place systems and controls to facilitate 
inter-counter trading and/or inter-counter day trades. 

Difference in trading prices risk  

There is a risk that due to different factors such as market liquidity, market supply and demand in 
the respective counters and the exchange rate among USD and HKD, the market price on the 
SEHK of Units traded in USD may deviate significantly from the market price on the SEHK of Units 
traded in HKD. The trading price of USD traded Units or HKD traded Units is determined by market 



forces and so will not be the same as the trading price of Units multiplied by the prevailing rate of 
foreign exchange. Accordingly, when selling Units traded in USD or buying Units traded in USD, an 
investor may receive less or pay more than the equivalent amount in HKD if the trade of the relevant 
Units is in HKD and vice versa. There can be no assurance that the price of Units in each counter 
will be equivalent. 

Currency exchange risk  

Investors who bought Units on the HKD counter may be subject to currency exchange risk as the 
assets of the Product are denominated in USD and the Net Asset Value of the Product will be 
calculated in USD. 

USD Distributions Risk   

Investors should note that where a Unitholder holds Units traded under the HKD counter, the 
relevant Unitholder will only receive distributions in USD and not HKD. In the event the relevant 
Unitholder has no USD account, the Unitholder may have to bear the fees and charges associated 
with the conversion of such dividend from USD into HKD or any other currency. Unitholders are 
advised to check with their brokers concerning arrangements for distributions. 

Korean Tax Risk  

�8�Q�G�H�U�� �.�R�U�H�D�� �W�D�[�� �O�D�Z�V���� �L�Q�F�R�P�H�� �G�H�U�L�Y�H�G�� �I�U�R�P�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �L�Q�Y�H�V�W�P�H�Q�W�V�� �L�Q�� �.�R�U�H�D�Q�� �V�H�F�X�U�L�W�L�H�V�� �D�Q�G��
derivative instruments generally constitutes Korea-sourced income and may be subject to Korean 
taxation. Currently, income derived by a foreign investor such as the Product from portfolio 
investments in South Korea is subject to Korean withholding tax. Dividends (including dividends 
received by domestic corporations in connection with OTC derivative transactions) and certain 
other Korea-sourced income received by such foreign investors having no domestic place of 
business in Korea are generally subject to withholding tax at a rate of 22% inclusive of local income 
tax.  

Pursuant to the Convention between the Government of the Republic of Korea and the Government 
�R�I�� �W�K�H�� �+�R�Q�J�� �.�R�Q�J�� �6�S�H�F�L�D�O�� �$�G�P�L�Q�L�V�W�U�D�W�L�Y�H�� �5�H�J�L�R�Q�� �R�I�� �W�K�H�� �3�H�R�S�O�H�¶�V�� �5�H�S�X�E�O�L�F�� �R�I�� �&�K�L�Q�D�� �I�R�U�� �W�K�H��
avoidance of double taxation and the prevention of fiscal evasion with respect to taxes on income 
���W�K�H���³KR-HK tax treaty �´�������W�K�H���Z�L�W�K�K�R�O�G�L�Q�J���W�D�[���U�D�W�H���D�S�S�O�L�F�D�E�O�H���W�R���.�R�U�H�D-sourced dividends may be 
reduced to 10% or 15%, and an exemption from Korean taxation may be available for certain other 
items of Korea-sourced income, subject to satisfaction of the tax treaty conditions and completion 
of the prescribed procedural requirements under the Korea tax laws. There can be no assurance, 
however, that the Product will qualify for such treaty benefits or that such benefits will not be 
challenged or denied by the Korean tax authorities. 

In contrast, capital gains derived from the sale of shares listed and traded on the KRX are currently 
not taxed under applicable South Korean income and corporate tax laws, provided that a foreign 
investor is a minor shareholder who holds less than 25% of the listed shares (by voting power or 
value) at any time during the five-year period preceding the transfer. Capital gains arising from the 
transfer of equity securities that do not satisfy the above conditions may be subject to Korean 
withholding tax at the lower of (i) 11% of the gross sales proceeds or (ii) 22% of the net capital 
gains, in each case inclusive of local income tax.  

However, there can be no assurance that the Korean government will not in the future increase the 
applicable withholding tax rates, impose new taxes, or otherwise change the current tax treatment 
of investments in Korean securities. In particular, the Korean government may introduce additional 
taxation, including capital gains tax or transaction-based taxes, on the purchase or sale of KRX-
listed shares, including transactions effected by foreign investors or collective investment schemes 
domiciled outside South Korea. 

To the extent the Product obtains exposure through FDI like swaps, futures or options, and other 
standardized derivatives traded on a derivatives market in accordance with the Financial 



�,�Q�Y�H�V�W�P�H�Q�W�� �6�H�U�Y�L�F�H�V�� �D�Q�G�� �&�D�S�L�W�D�O�� �0�D�U�N�H�W�V�� �$�F�W�� ���³FISCMA�´���� �L�V�� �J�H�Q�H�U�D�O�O�\�� �Q�R�W�� �V�X�E�M�H�F�W�� �W�R�� �.�R�U�H�D�Q��
withholding tax for a foreign investor under applicable South Korean income and corporate tax laws. 
By contrast, income derived from OTC derivative transactions may constitute Korea-sourced 
income unless such transactions qualify as hedging transactions under the FISCMA. Accordingly, 
capital gains arising from the disposal of OTC derivatives that do not qualify as hedging transactions 
may be subject to Korean withholding tax.  

Korea has introduced taxes on futures and options, and future changes to the tax treatment of 
�G�H�U�L�Y�D�W�L�Y�H���L�Q�V�W�U�X�P�H�Q�W�V�����R�U���W�K�H���L�P�S�R�V�L�W�L�R�Q���R�I���Q�H�Z���W�D�[�H�V���R�U���O�H�Y�L�H�V�����F�R�X�O�G���L�Q�F�U�H�D�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���F�R�V�W�V����
�D�Q�G���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Qvestment objective. 

Appendix dated 10 June  2026 
 
 
 
 



APPENDIX 22: CSOP SAMSUNG ELECTRONICS DAILY ( -2X) INVERSE PRODUCT 

 
Key Information  

Set out below is a summary of key information in respect of the CSOP Samsung Electronics Daily 
(-2x) Inverse Product (the �³�3�U�R�G�X�F�W�´�� which should be read together with the full text of this Appendix 
and the Prospectus. 

Investment Objective  

To provide investment results that, before fees and 

expenses, closely correspond to the two times inverse 

(-2x) of the Daily performance of the common stock of 

Samsung Electronics Co Ltd (KRX: 005930) 

Underlying Stock  Samsung Electronics Co Ltd (KRX: 005930) 

Initial Offer Period  

9:00 a.m. (Hong Kong time) of 14 May 2025 to 4:30 

p.m. (Hong Kong time) of 15 May 2025, or such other 

date as the Manager may determine 

Initial Issue Date  
16 May 2025, or such other date as the Manager may 

determine  

Issue Price during the Initial 

Offer Period  
USD1 

Listing Date (SEHK)  
Expected to be 19 May 2025, but may be postponed by 

the Manager to a date no later than 25 June 2025 

Exchange Listing  SEHK �± Main Board 

Stock Code  
USD Counter: 9347 

HKD Counter: 7347 

Short Stock Name  
USD Counter: XI2CSOPSMSN-U 

HKD Counter: XI2CSOPSMSN 

Trading Board Lot Size  
USD Counter: 100 Units 

HKD Counter: 100 Units 

Base Currency  USD 

Trading Currenc ies  
USD Counter: US Dollars (USD)  

HKD Counter: Hong Kong Dollars (HKD) 

Distribution Policy  
The Manager intends to distribute income to 
Unitholders annually (in December) having regard to 
the Product�¶s net income after fees and costs.  



Further, the Manager may, at its discretion, pay 
distributions out of capital or out of gross income while 
all or part of the fees and expenses are charged to 
capital, resulting in an increase in distributable income 
for the payment of distributions and therefore, 
distributions may be paid effectively out of capital. 
There is no guarantee of any regular distribution. 

All Units will receive distributions in the base currency 
(USD) only. 

Creation/Redemption Policy  Cash (USD) only 

Application Unit Size (only by or 

through Participating Dealers)  
Minimum 500,000 Units (or multiples thereof) 

Dealing Deadline  

2:00 p.m. (Hong Kong time) on the relevant Dealing 

Day, or such other time as the Manager (with the 

approval of the Trustee) may determine  

Management Fee  Currently 1.6% per year of the Net Asset Value  

Financial Year End  

31 December (The first financial year-end of the Product 

will be 31 December 2025. The first audited accounts 

and the first semi-annual unaudited interim reports of the 

Product will be for the period ending 31 December 2025 

and 30 June 2026 respectively.)  

Website  https://www.csopasset.com/en/products/hk-smsn-2i 

 

What is the Investment Objective?  

The investment objective of the Product is to provide investment results that, before fees and 
expenses, closely correspond to the two times inverse (-2x) of the Daily performance of the 
common stock of Samsung Electronics Co Ltd (KRX: 005930) ���W�K�H�� �³Underlying Stock �´��.  The 
Product does not seek to achieve its stated investment objective over a period of time 
greater than one day . 

What is the Investment S trategy?   

The Product seeks to achieve its investment objective by �S�U�L�P�D�U�L�O�\��using a Swap-based synthetic 
replication strategy as discussed below. 

The investment strategy of the Product is subject to the investment and borrowing restrictions set 
out in Part 1 of this Prospectus. 

�6�Z�D�S���E�D�V�H�G���V�\�Q�W�K�H�W�L�F���U�H�S�O�L�F�D�W�L�R�Q���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\ 

�6�\�Q�W�K�H�W�L�F���5�H�S�O�L�F�D�W�L�R�Q���X�V�L�Q�J���6�Z�D�S 

The Product will enter into more than one partially-funded Swaps (which are over-the counter 
financial derivative instruments entered into with more than one Swap Counterparties) whereby 
the Product will provide a portion of the net proceeds from subscription from the issue of the Units 

 

https://www.csopasset.com/en/products/hk-smsn-2i


�D�V���L�Q�L�W�L�D�O���P�D�U�J�L�Q�����³�,�Q�L�W�L�D�O���$�P�R�X�Q�W�´�����W�R���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�L�H�V���Z�K�L�F�K���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q��
appointed by the Trustee in segregated accounts and will only be transferred to the Swap 
Counterparties when the Product defaults and in return the Swap Counterparties will provide the 
Product with an exposure to the Underlying Stock (net of transaction costs). 

Initial Amount 

No more than 80% of the Net Asset Value of the Product from time to time will be used as Initial 
Amount by way of cash and listed units of money market funds authorised by the SFC to acquire 
the Swaps. 

�8�Q�G�H�U�� �H�[�F�H�S�W�L�R�Q�D�O�� �F�L�U�F�X�P�V�W�D�Q�F�H�V�� ���H���J���� �L�Q�F�U�H�D�V�H�G��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\�� �L�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �W�X�U�E�X�O�H�Q�F�H������ �W�K�H��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �P�D�\�� �L�Q�F�U�H�D�V�H��
�V�X�E�V�W�D�Q�W�L�D�O�O�\���� �7�K�H�� �,�Q�L�W�L�D�O���$�P�R�X�Q�W�� �Z�L�O�O�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�X�V�W�R�G�L�D�Q�� �D�S�S�R�L�Q�W�H�G�� �E�\�� �W�K�H��
�7�U�X�V�W�H�H�� �Z�K�R�� �Z�L�O�O�� �K�R�O�G�� �W�K�H�� �D�P�R�X�Q�W�� �I�R�U�� �W�K�H�� �3�U�R�G�X�F�W�� �L�Q�� �G�H�V�L�J�Q�D�W�H�G�� �D�F�F�R�X�Q�W�V���� �D�Q�G�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���K�D�Y�H���D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���R�Y�H�U���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W�����D�Q�G���W�K�H���U�H�O�H�Y�D�Q�W���D�F�F�R�X�Q�W�V�����X�S�R�Q��
�V�X�F�K���W�U�D�Q�V�I�H�U�����7�K�H�U�H���L�V���Q�R���W�U�D�Q�V�I�H�U���R�I���O�H�J�D�O���W�L�W�O�H�����D�Q�G���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�P�D�L�Q�V���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�����E�X�W��
�D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���Z�L�O�O���E�H���F�U�H�D�W�H�G���W�K�H�U�H�X�S�R�Q���L�Q���I�D�Y�R�X�U���R�I���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 

Other investments 

�'�H�S�H�Q�G�L�Q�J���R�Q���P�D�U�N�H�W���F�R�Q�G�L�W�L�R�Q�V���D�Q�G���V�Z�D�S���F�D�S�D�F�L�W�\���F�R�Q�V�W�U�D�L�Q�W�V�����L�Q���D�G�G�L�W�L�R�Q���W�R���V�Z�D�S�V�����W�K�H���3�U�R�G�X�F�W��
�P�D�\���D�O�V�R���L�Q�Y�H�V�W���X�S���W�R�����������R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����D�V���R�S�W�L�R�Q���S�U�H�P�L�X�P�����L�Q���R�S�W�L�R�Q�V���D�V���D�Q���D�G�G�L�W�L�R�Q�D�O��
�P�H�D�Q�V���W�R���R�E�W�D�L�Q���W�K�H���L�Q�Y�H�U�V�H���H�[�S�R�V�X�U�H���W�R���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����7�K�H���D�O�O�R�F�D�W�L�R�Q���R�I���W�K�H���X�V�H���R�I���R�S�W�L�R�Q�V��
�P�D�\���E�H���L�Q�F�U�H�D�V�H�G���X�S���W�R�����������R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H���X�Q�G�H�U���H�[�F�H�S�W�L�R�Q�D�O���F�L�U�F�X�P�V�W�D�Q�F�H�V���R�U���L�Q���H�[�W�U�H�P�H��
�P�D�U�N�H�W���W�X�U�E�X�O�H�Q�F�H�����W�D�N�L�Q�J���L�Q�W�R���D�F�F�R�X�Q�W���W�K�H���R�Y�H�U�D�O�O���I�H�H���O�H�Y�H�O���R�I���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���E�H�V�W���L�Q�W�H�U�H�V�W�V���R�I��
�L�Q�Y�H�V�W�R�U�V�����)�R�U���W�K�H���D�Y�R�L�G�D�Q�F�H���R�I���G�R�X�E�W�����W�K�H���3�U�R�G�X�F�W���S�U�L�R�U�L�W�L�V�H�V���W�K�H���X�V�H���R�I���V�Z�D�S�V���D�Q�G���S�U�L�P�D�U�L�O�\���X�V�H�V��
�V�Z�D�S�V���I�R�U���H�[�S�R�V�X�U�H���W�R���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����D�Q�G���X�V�H�V���R�S�W�L�R�Q�V���D�V���D�Q���D�G�G�L�W�L�R�Q�D�O���P�H�D�Q�V���I�R�U���I�O�H�[�L�E�L�O�L�W�\�� 

Not less than 10% of the Net Asset Value (this percentage may be reduced proportionately under 
exceptional circumstances where there is a higher Initial Amount requirement, as described 
above) will be invested in cash (HKD or USD) and other HKD or USD denominated investment 
products, such as deposits with banks in Hong Kong and HKD or USD denominated short-term 
(i.e. maturity less than 3 years) investment-grade bonds and money market funds in accordance 
with the requirements of the Code. Yield in HKD or USD (as the case may be) from such cash 
�D�Q�G�� �L�Q�Y�H�V�W�P�H�Q�W�� �S�U�R�G�X�F�W�V�� �Z�L�O�O�� �E�H�� �X�V�H�G�� �W�R�� �P�H�H�W�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �I�H�H�V�� �D�Q�G�� �H�[�S�H�Q�V�H�V�� �D�Q�G�� �D�I�W�H�U��
deduction of such fees and expenses, the remainder will be distributed by the Manager to the 
Unitholders in USD.  

No more than 10% of the Net Asset Value may be invested in collective investment schemes 
which may be eligible schemes (as defined by the SFC) or authorised by the SFC in accordance 
with all the applicable requirements of the Code. For the avoidance of dou�E�W���� �W�K�H�� �3�U�R�G�X�F�W�¶�V��
investment in the money market funds mentioned in the preceding paragraph is not subject to 
this limit. Any investment in ETFs will be considered and treated as collective investment 
schemes for the purposes of and subject to the requirements in 7.11A and 7.11B of the Code.  

For the avoidance of doubt, the Product will not invest in collective investment schemes which 
are non-eligible schemes and not authorised by the SFC.  

�$�O�O���L�Q�Y�H�V�W�P�H�Q�W�V���R�I���W�K�H���3�U�R�G�X�F�W���R�W�K�H�U���W�K�D�Q���6�Z�D�S�V���D�Q�G���2�S�W�L�R�Q�V���Z�L�O�O���F�R�P�S�O�\���Z�L�W�K�������������W�R�������������R�I���W�K�H��
�&�R�G�H�����7�K�H���0�D�Q�D�J�H�U���K�D�V���Q�R���F�X�U�U�H�Q�W���L�Q�W�H�Q�W�L�R�Q���W�R���H�Q�W�H�U���L�Q�W�R���D�Q�\���V�H�F�X�U�L�W�L�H�V���O�H�Q�G�L�Q�J�����U�H�S�X�U�F�K�D�V�H���D�Q�G��
�U�H�Y�H�U�V�H���U�H�S�X�U�F�K�D�V�H���R�U���V�L�P�L�O�D�U���W�U�D�Q�V�D�F�W�L�R�Q���L�Q���U�H�V�S�H�F�W���R�I���W�K�H���3�U�R�G�X�F�W���� 

Collateral 

Counterparty Exposure 

Collateral arrangements will be taken in relation to these derivative transactions with a view that 
the percentage of the counterparty risk exposure (expressed as a percentage of net assets) is 
reduced to zero. 



 
To collateralise the mark-to-market exposure under the relevant Swap, additional amounts will 
be transferred as variation margin (either by the Product to the Swap Counterparty or vice versa) 
on each business day during the Swap transaction.  Such variation margin will be transferred by 
way of title transfer, or by way of a security interest with a right of use (analogous to title transfer) 
granted thereon. During this process, the Manager will manage the Product to ensure that the 
collateral held by the Pr�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\��
risk exposure and be maintained, marked-to-market on a daily basis, with a view to ensuring that 
there is no uncollateralised counterparty risk exposure at the end of a trading day (subject to 
intra-day price movements, market risk and settlement risk etc.). If the collateral held by the 
�3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I��
any trading day T, by the end of that trading day T, the Manager will generally require that each 
Swap Counterparty deliver additional collateral assets (i.e. variation margin) to make up for the 
difference in value, with the settlement of such delivery expected to occur on or before trading 
day T+2. 
 
Each Swap Counterparty will deliver collateral with a view to reduce the net exposure of the 
Product to each counterparty to 0% (zero per cent), although a minimum transfer amount of up 
to USD250,000 (or currency equivalent) will be applicable. 
 
Diagrammatic Illustration of Synthetic Replication Strategy 
 
Please see below a diagram illustrating the operation of the swap-based synthetic replication 
investment strategy above: 
 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 

�
���7�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���V�X�E�M�H�F�W���W�R���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W�� 

The Product will maintain full collateralisation and there should be no net exposure to any single 
counterparty of over-the-counter financial derivative instruments. 
 
Swap Transaction 
 
Each Swap is documented by a confirmation which supplements, forms part of and is governed 
by a 2002 ISDA Master Agreement with schedule thereto (together with an ISDA Credit Support 
Annex and/or ISDA Credit Support Deed in respect thereof), in each case, entered into by the 
Trustee on behalf of the Product and the Swap Counterparty. ISDA documentation is published 
by the International Swaps and Derivatives Association, Inc. 
 

�6�Z�D�S�� 

�� 

�&�X�V�W�R�G�L�D�Q���K�R�O�G�V���W�K�H��
�F�R�O�O�D�W�H�U�D�O���R�Q���E�H�K�D�O�I���R�I��

�W�K�H���3�U�R�G�X�F�W�
 

�� 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\ �3�U�R�G�X�F�W 

�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���S�U�R�Y�L�G�H�V���W�R���3�U�R�G�X�F�W���D�Q���H�[�S�R�V�X�U�H��

�W�R���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H���������[�����R�I���W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I��

�W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����Q�H�W���R�I���W�U�D�Q�V�D�F�W�L�R�Q���F�R�V�W�V�� 
 

�7�K�H�� �3�U�R�G�X�F�W�� �S�U�R�Y�L�G�H�V�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�H��

�,�Q�L�W�L�D�O�� �$�P�R�X�Q�W�� �Z�K�L�F�K�� �Z�L�O�O�� �E�H�� �K�H�O�G�� �E�\�� �W�K�H�� �F�X�V�W�R�G�L�D�Q��

�D�S�S�R�L�Q�W�H�G���E�\���W�K�H���7�U�X�V�W�H�H���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���D�Q�G��

�Z�L�O�O�� �R�Q�O�\�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\��

�Z�K�H�Q���W�K�H���3�U�R�G�X�F�W���G�H�I�D�X�O�W�V 

�� 
�(�D�F�K���S�D�U�W�\���S�U�R�F�X�U�H�V���F�R�O�O�D�W�H�U�D�O�����L���H�����Y�D�U�L�D�W�L�R�Q���P�D�U�J�L�Q�����W�R���E�H��

�G�H�O�L�Y�H�U�H�G���W�R���W�K�H���R�W�K�H�U���S�D�U�W�\���Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H��

�L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���P�D�U�N���W�R���P�D�U�N�H�W���U�L�V�N���H�[�S�R�V�X�U�H���D�W���W�K�H��

�H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\ 



Prior to commencing any transaction with a Swap Counterparty under a Swap, the Manager has 
obtained (if such Swap Counterparty is an existing swap counterparty) or will obtain (if such Swap 
Counterparty is a new swap counterparty) legal opinions or such other confirmations or 
assurances from the Swap Counterparties reasonably acceptable to the Product, confirming that 
(a) such Swap Counterparty has the capacity and authority to enter into the relevant Swap and 
(b) the obligations expressed to be assumed by such Swap Counterparty under the relevant Swap 
constitute legal, valid, binding obligations of the Swap Counterparty enforceable against it in 
accordance with their terms. The enforceability of the termination, bilateral close-out netting and 
multibranch netting provisions in the 2002 ISDA Master Agreement in the relevant jurisdictions in 
which enforcement action may be brought is covered by standard netting opinions commissioned 
�E�\���,�6�'�$�����,�Q���U�H�V�S�H�F�W���R�I���H�D�F�K���6�Z�D�S�����Q�R�Q�H���R�I���W�K�H���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U���W�K�H���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´��
contained in the 2002 ISDA Master Agreement has been disapplied in respect of the relevant 
Swap Counterparty (although some of them have been amended to reflect the nature of the Swap 
�&�R�X�Q�W�H�U�S�D�U�W�\�����W�K�H���7�U�X�V�W�H�H���D�Q�G���W�K�H���3�U�R�G�X�F�W���D�Q�G���F�H�U�W�D�L�Q���³�$�G�G�L�W�L�R�Q�D�O���7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´���K�D�Y�H���D�O�V�R��
been inserted in respect of the Trustee and the Product). The Trustee (on behalf of the Product) 
�K�D�V���W�K�H���U�L�J�K�W�����L�Q���W�K�H���H�Y�H�Q�W���R�I���L�Q�V�R�O�Y�H�Q�F�\���R�U���W�K�H���R�F�F�X�U�U�H�Q�F�H���R�I���F�H�U�W�D�L�Q���R�W�K�H�U���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U��
�³�7�H�U�P�L�Q�D�W�L�R�Q�� �(�Y�H�Q�W�V�´�� �R�I�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�D�W�� �D�U�H�� �F�R�Q�W�L�Q�X�L�Q�J�� �D�W�� �W�K�H�� �U�H�O�H�Y�D�Q�W�� �W�L�P�H���� �W�R��
terminate the Swap on behalf of the Product at any time (such termination may take effect 
immediately) and without any approval from the Swap Counterparty. 
 
The actual termination events vary according to the negotiation between the Manager and each 
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����7�K�H���I�R�O�O�R�Z�L�Q�J�V���D�U�H���V�R�P�H���H�[�D�P�S�O�H�V���R�I���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´�� 

 
(a) decline in the Net Asset Value of the Product to a prescribed triggering level;  

  
(b) illegality of other similar events which affects the ability of the Swap Counterparty or the 

Product to perform its obligations under the Swap agreement; 
 

(c) change of Manager or Trustee; and 
 

(d) termination of the Product.  
 
Criteria for Selection of Swap Counterparty and Option �&�R�X�Q�W�H�U�S�D�U�W�\�����³�'�H�U�L�Y�D�W�L�Y�H���&�R�X�Q�W�H�U�S�D�U�W�\�´���� �� 
 
In selecting a Derivative Counterparty (or a replacement Derivative Counterparty), the Manager 
will have regard to a number of criteria, including but not limited to the fact that the prospective 
Derivative Counterparty or its guarantor is a substantial financial institution (as defined under the 
Code) subject to an on-going prudential and regulatory supervision,��or such other entity 
acceptable to the SFC under the Code. The Manager may also impose such other selection 
criteria as it considers appropriate. A Derivative Counterparty must be independent of the 
Manager.  
 
As at the date of this Prospectus, the Derivative Counterparties to the Product and their 
guarantors (where relevant) are:  
 
Swap Counterparty  Place of incorporation of 

the Swap Counterparty  
�6�W�D�Q�G�D�U�G�� �	�� �3�R�R�U�¶�V�� �F�U�H�G�L�W��
rating  

J.P.Morgan Securities PLC United Kingdom AA- 

Nomura Singapore Limited Singapore A- 

BNP Paribas SA France A+ 



UBS AG Switzerland A- 

 
The Manager will publish, inter alia, the latest list of the identity of the Derivative Counterparty of 
the Product, as well as �W�K�H�� �3�U�R�G�X�F�W�¶s gross and net exposure to each such Derivative 
�&�R�X�Q�W�H�U�S�D�U�W�\���� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H�� �D�W��https://www.csopasset.com/en/products/hk-smsn-2i 
(which has not been reviewed by the SFC). 

Collateral Arrangements 

The Manager seeks the provision of collateral to mitigate potential counterparty risks, with a view 
to ensuring that there is no uncollateralized counterparty risk exposure subject to the minimum 
�W�U�D�Q�V�I�H�U���D�P�R�X�Q�W�V���G�H�V�F�U�L�E�H�G���L�Q���W�K�H���V�H�F�W�L�R�Q���K�H�D�G�H�G���³�&�R�X�Q�W�H�U�S�D�U�W�\���(�[�S�R�V�X�U�H�´���D�E�R�Y�H. The collateral 
held by the Product should represent at least 100% of the Product�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
exposure towards the Derivative Counterparties, with the value of the collateral marked to market 
by the end of each trading day. Where collateral taken is in the nature of cash and/or government 
bonds, the market value of such cash and/or government bond collateral should represent at least 
100% of the related gross counterparty risk exposure towards the Derivative Counterparties.  
 
Collateral may take such form as the Manager considers appropriate, and currently it is in the 
form of bonds and/or cash. If a Derivative Counterparty becomes insolvent, or if a Derivative 
Counterparty fails to pay any sum payable under the Swap or the Option when due and after a 
demand has been made, or if other events of default specified in the relevant swap agreement or 
the option contract occur, the Product, subject to the terms of the swap agreement or the option 
contract, shall be entitled to enforce the relevant collateral and obtain full title thereof. In such 
instances, the Product�¶�V�� �R�E�O�L�J�D�W�L�R�Q�V�� �W�R���U�H�W�X�U�Q�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �Z�L�O�O���E�H�� �R�I�I�V�H�W�� �D�J�D�L�Q�V�W�� �W�K�H��Derivative 
�&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���R�E�O�L�J�D�W�L�R�Q���W�R���S�D�\���X�Q�G�H�U���W�K�H���V�Z�D�S���D�J�U�H�H�P�H�Q�W��or the option contract.  
 
The Manager has adopted measures to monitor the eligibility criteria and valuation of collateral 
provided to the Product on an ongoing basis.  
 
Collaterals taken by the Product shall comply with all applicable requirements under the Code, 
including Chapter 8.8(e) of the Code as supplemented by such other guidance from the SFC from 
time to time.  
 
The following criteria will be observed when accepting assets as collaterals for the Product: 
liquidity, daily valuation, credit quality, price volatility, diversification, correlation, management of 
operational and legal risks, enforceability, not being availability for secondary recourse and 
involving no structured product. Only cash collateral will be reinvested in accordance with the 
collateral policy set out in Part 1 of this Prospectus.   
 
The details of the collateral requirements required under the Code and the collateral policy of the 
Trust and the Product are set out in Part 1 of this Prospectus. 
 
Collateral provided to the Product must be held by the Trustee or any custodian duly appointed 
by the Trustee.  
 
�'�H�W�D�L�O�V�� �R�I�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �P�D�Q�D�J�H�P�H�Q�W�� �S�R�O�L�F�\�� �F�D�Q�� �E�H�� �I�R�X�Q�G�� �D�W�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H���D�W��
�K�W�W�S�V�������Z�Z�Z���F�V�R�S�D�V�V�H�W���F�R�P���H�Q���S�U�R�G�X�F�W�V���K�N���V�P�V�Q�����L�����Z�K�L�F�K���K�D�V���Q�R�W���E�H�H�Q���U�H�Y�L�H�Z�H�G���E�\���W�K�H���6�)�&��.  
 
�7�K�H���3�U�R�G�X�F�W�¶�V��net derivative exposure may be more than 100% of its Net Asset Value. 

The Product's net derivative exposure to financial derivative instruments will not exceed -202% of 
its Net Asset Value (i) at the time of Daily rebalancing of the Product, (ii) between Daily rebalancing, 
unless due to market movements.  

Option Transactions 

The Product may engage in option transactions (only put option buyer in respect of the Product), 

https://www.csopasset.com/en/products/hk-smsn-2i
https://www.csopasset.com/en/products/hk-smsn-2i


which are financial derivative instruments that provide the Product with the right to sell an underlying 
asset at a predetermined price on or before a specified future date. These transactions may be 
conducted either through listed options on regulated exchanges or OTC options negotiated directly 
with financial institutions (the "Option Counterparties "). 

Listed options are standardized contracts with terms set by the exchange, offering greater liquidity 
and transparency, with the exchange's clearinghouse acting as the central counterparty. In contrast, 
OTC options are customized agreements tailored to the Product's specific needs regarding strike 
price, expiry, or underlying asset, and are directly negotiated with one or more Option 
Counterparties through any form or terms of the contract that are mutually agreed. The Product will 
provide an initial margin or premium, as applicable, which will be held in segregated accounts by 
the Custodian. This collateral may be transferred to the Option Counterparty only upon the 
occurrence of specified events, such as a default by the Product under the terms of the option 
agreement. In return for providing this option exposure, the Option Counterparties are entitled to 
the premium paid by the Product. The primary purpose of entering into such option transactions is 
to gain or enhance the Product's targeted exposure to the Underlying Stock. 

Costs from Swaps and Options  

�7�K�H���3�U�R�G�X�F�W���Z�L�O�O���E�H�D�U���W�K�H���F�R�V�W�V���I�U�R�P���6�Z�D�S�V���D�Q�G���2�S�W�L�R�Q�V���� �� 

�7�K�H���V�Z�D�S���I�H�H�V���L�Q�F�O�X�G�H���D�O�O���F�R�V�W�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���6�Z�D�S���W�U�D�Q�V�D�F�W�L�R�Q�V���D�Q�G���D�U�H���V�X�E�M�H�F�W���W�R���W�K�H���G�L�V�F�X�V�V�L�R�Q��
�D�Q�G�� �F�R�Q�V�H�Q�V�X�V�� �E�H�W�Z�H�H�Q�� �W�K�H�� �0�D�Q�D�J�H�U�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �E�D�V�H�G�� �R�Q�� �W�K�H�� �D�F�W�X�D�O�� �P�D�U�N�H�W��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���R�Q���D���F�D�V�H���E�\���F�D�V�H���E�D�V�L�V�����7�K�H���V�Z�D�S���I�H�H�V���U�H�S�U�H�V�H�Q�W���D���Y�D�U�L�D�E�O�H���V�S�U�H�D�G�����Z�K�L�F�K���F�D�Q���E�H��
�S�R�V�L�W�L�Y�H���R�U���Q�H�J�D�W�L�Y�H�����S�O�X�V���6�R�X�W�K���.�R�U�H�D�Q���%�D�V�H���5�D�W�H���'�D�L�O�\1�����³�.�2�&�5�' �´�����Z�K�L�F�K���U�H�I�O�H�F�W�V���W�K�H���E�U�R�N�H�U�D�J�H��
�F�R�P�P�L�V�V�L�R�Q�� �D�Q�G���W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J���K�H�G�J�H�� �L�Q�� �R�U�G�H�U�� �W�R��
�S�U�R�Y�L�G�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���� 

�,�I���W�K�H���V�Z�D�S���I�H�H�����.�2�&�5�' ���S�O�X�V���V�S�U�H�D�G�����L�V���D���S�R�V�L�W�L�Y�H���I�L�J�X�U�H�����W�K�H�Q���L�W���Z�L�O�O���E�H���E�R�U�Q�H���E�\���W�K�H���3�U�R�G�X�F�W���D�Q�G��
�P�D�\���K�D�Y�H���D�Q���D�G�Y�H�U�V�H���L�P�S�D�F�W���R�Q���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H���D�Q�G���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����D�Q�G���P�D�\��
�U�H�V�X�O�W���L�Q���D���Q�H�J�D�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���W�U�D�F�N�L�Q�J���G�L�I�I�H�U�H�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����2�Q���W�K�H���F�R�Q�W�U�D�U�\�����L�I���W�K�H���V�Z�D�S��
�I�H�H�����.�2�&�5�' ���S�O�X�V���V�S�U�H�D�G�����L�V���D���Q�H�J�D�W�L�Y�H���I�L�J�X�U�H�����W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���S�D�\���W�K�H���V�Z�D�S���I�H�H���W�R���W�K�H��
�3�U�R�G�X�F�W���D�Q�G���P�D�\���O�H�D�G���W�R���D���S�R�V�L�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���W�U�D�F�N�L�Q�J���G�L�I�I�H�U�H�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����F�X�U�U�H�Q�W�O�\���W�K�H��
�V�Z�D�S���I�H�H�V���D�U�H���H�[�S�H�F�W�H�G���W�R���U�D�Q�J�H���I�U�R�P���������������W�R�������������� �S�H�U���D�Q�Q�X�P���R�I���W�K�H���6�Z�D�S���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W����
�L���H�����I�U�R�P�������������� �W�R�������������� �S�H�U���D�Q�Q�X�P���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����7�K�L�V���L�V���D���E�H�V�W���H�V�W�L�P�D�W�H���R�Q�O�\��
�D�Q�G���P�D�\���G�H�Y�L�D�W�H���I�U�R�P���W�K�H���D�F�W�X�D�O���P�D�U�N�H�W���F�R�Q�G�L�W�L�R�Q�V�������,�Q���H�[�W�U�H�P�H���P�D�U�N�H�W���F�R�Q�G�L�W�L�R�Q�V���D�Q�G���H�[�F�H�S�W�L�R�Q�D�O��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���� �W�K�H�� �E�U�R�N�H�U�D�J�H�� �F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I���I�L�Q�D�Q�F�L�Q�J�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���K�H�G�J�H���P�D�\���L�Q�F�U�H�D�V�H���V�L�J�Q�L�I�L�F�D�Q�W�O�\���D�Q�G���L�Q���U�H�W�X�U�Q���L�Q�F�U�H�D�V�H���W�K�H���V�Z�D�S���I�H�H�V�����:�K�H�Q���W�K�H���D�F�W�X�D�O��
�V�Z�D�S�� �I�H�H�� �O�H�Y�H�O�� �H�[�F�H�H�G�V���W�K�H�� �G�L�V�F�O�R�V�H�G�� �O�H�Y�H�O���� �W�K�H�� �0�D�Q�D�J�H�U�� �Z�L�O�O�� �L�V�V�X�H�� �Q�R�W�L�F�H�� �W�R�� �W�K�H���L�Q�Y�H�V�W�R�U�V�����7�K�H��
�3�U�R�G�X�F�W�� �V�K�D�O�O�� �E�H�D�U�� �W�K�H�� �V�Z�D�S�� �I�H�H�V�� ���L�Q�F�O�X�G�L�Q�J�� �D�Q�\�� �F�R�V�W�V�� �D�V�V�R�F�L�D�W�H�G�� �Z�L�W�K�� �W�K�H�� �H�Q�W�H�U�L�Q�J�� �L�Q�W�R���� �R�U��
�X�Q�Z�L�Q�G�L�Q�J�� �R�U�� �P�D�L�Q�W�H�Q�D�Q�F�H�� �R�I���� �D�Q�\�� �K�H�G�J�L�Q�J�� �D�U�U�D�Q�J�H�P�H�Q�W�V�� �L�Q���U�H�V�S�H�F�W���R�I�� �V�X�F�K�� �6�Z�D�S�V�������6�Z�D�S�� �I�H�H�V��
�D�U�H�� �D�F�F�U�X�H�G�� �G�D�L�O�\�� �D�Q�G�� �V�S�U�H�D�G�� �R�X�W�� �R�Y�H�U�� �W�K�H�� �P�R�Q�W�K�����7�K�H�� �P�D�[�L�P�X�P�� �X�Q�Z�L�Q�G�L�Q�J�� �I�H�H�� �S�D�\�D�E�O�H�� �E�\�� �W�K�H��
�3�U�R�G�X�F�W���L�V�������E�S�V���S�H�U���W�U�D�Q�V�D�F�W�L�R�Q���R�Q���W�K�H���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W���R�I���W�K�H���6�Z�D�S���X�Q�Z�R�X�Q�G�� 

The costs from swaps and options are expected to range from 2.00% to 6.75% per annum of the 
swap and option notional amount, i.e. from 4.00% to 13.5�������S�H�U���D�Q�Q�X�P���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�$�9����

 
1 The Bank of Korea Base Rate is the reference policy rate applied in transactions between the Bank of 
Korea and financial institutions, such as repurchase agreements (RPs) and the Bank's liquidity adjustment 
deposits and loans. It is called the Base Rate for short. 
 
The Bank of Korea uses the Base Rate as a fixed bid rate for its sales of 7-day RPs and as the minimum bid 
rate for its purchases of 7-day RPs. The interest rate for liquidity adjustment deposits is 50bp below the Base 
Rate, with a minimum of 0%. For liquidity adjustment loans. the interest rate is 50bp above the Base Rate, 
and if the Base Rate is less than 0.5%, it will be twice the Base Rate. 
 
The Monetary Policy Board of the Bank of Korea meets eight times per year to determine the Base Rate, 
taking into overall consideration the price movements, domestic and overseas economic and financial market 
conditions and so on. The Base Rate has a prompt impact on the call rate, i.e. overnight inter-bank lending 
rate, and this leads to changes in short- and long-term market rates and deposit and loan rates, thus ultimately 
influencing activities in the real economy. 



This is a best estimate only and may deviate from the actual market conditions. In extreme market 
conditions and exceptional circumstances, the costs of portfolio construction may increase 
significantly and in return increase the costs from swaps and options. When the actual costs from 
swaps and options exceeds the disclosed level, the Manager will issue notice to the investors.  

The Manager will disclose the swap fees��and costs from options in the semi-annual and annual 
financial reports of the Product.  

The swap fees and costs from options will be borne by the Product and hence may have an 
adverse impact on the Net Asset Value and the performance of the Product, and may result in 
higher tracking error.  

Daily rebalancing of the Produc t 

The Product will rebalance its position on a day when the SEHK and the Korea Exchange are open 
for normal trading (i.e. a Business Day*). On such days the Product will seek to rebalance its 
portfolio at or around the close of trading of the Korea Exchange, by decreasing exposure in 
response to the Underlying Stock�¶�V���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H����-2x) Daily gains or increasing exposure in 
response to the Underlying Stock�¶�V���W�Z�R���W�L�P�H�V���L�Q�Y�H�U�V�H����-2x) Daily losses, so that its Daily inverse 
exposure ratio to the Underlying Stock �L�V���F�R�Q�V�L�V�W�H�Q�W���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���� 

The table below illustrates how the Product as an inverse product will rebalance its position 
following the movement of the price of the underlying Stock by the end of trading of the relevant 
markets.  Assuming that the initial Net Asset Value of the Product is 100 on day 0, the Product will 
need to have an exposure of -200 to meet the objective of the Product. If the price of the Underlying 
Stock decreases by 10% during the day, the Net Asset Value of the Product would have increased 
to 120, making the exposure of the Product -180. As the Product needs an exposure of -240, which 
is -2x the Product�¶�V��Net Asset Value at closing, the Product will need to rebalance its position by 
an additional -60.  Day 1 illustrates the rebalancing requirements if the price of the Underlying 
Stock increases by 5% on the subsequent day.   

  Calculation  Day 0 Day 1 Day 2 

(a) Initial Product NAV   ������  ������  ������  

(b) Initial exposure (b) = (a) × -2 ��������  ��������  ��������  

(c) Daily change of price of Underlying 
Stock (%)   ��������  ����  ������  

(d) Profit / loss on exposure (d) = (b) × (c)  ����  ������  �������� 

(e) Closing Product NAV (e) = (a) + (d) ������  ������  ���������� 

(f) Exposure (f) = (b) × (1+(c))  ��������  ��������  ������������ 

(g) Target exposure to maintain 

inverse ratio (g) = (e) × -2 
��������  ��������  ������������ 

(h) Required rebalancing amounts (h) = (g) - (f) ������  ����  ���������� 

 
The above figures are calculated before fees and expenses.   
 
Overview of Korea n Capital  Market  

The Korea Exchange (KRX) was established in 2005 through the merger of the Korea Stock 
Exchange (founded in 1956), the KOSDAQ Market (launched in 1996 for tech and venture firms), 
and the Korea Futures Exchange. The KRX operates three equity market segments, namely the 

 
* Circumstances (as the case may be and as applicable) such as, but not limited to, trading halts due to stock 
price limits, market circuit breakers, unforeseen incidents, or other disruptions may impede normal trading 
activities. On such occasions, the day may not qualify as a Business Day, unless otherwise agreed by the 
Manager and the Trustee. There may be no rebalancing for the day which may not qualify as a Business Day. 



KOSPI Market, the KOSDAQ Market and the KONEX Market. The KOSPI Market serves as the 
main board and is largely comprised of large-cap and blue-chip companies. The KOSDAQ Market 
focuses mainly on startup companies as well as SMEs in such tech-savvy area as IT (information 
technology), BT (bio technology) and CT (culture technology). The KONEX Market is a new market 
established in 2013 for small- and medium-sized enterprises exclusively in order to form the basis 
of creative economy by reinforcing support through the capital market for SMEs at the early stage. 
As of 8 April 2026, there are 2,769 listed companies across the equity markets in the KRX, with a 
total market capitalisation of KRW 5,444 trillion. 

The key trading information of the Korean stock market are as follows: 

Key indexes  KOSPI / KOSPI 200 / KOSDAQ 

Trading hours  

(Korea Standard 

Time)  

Pre-hours session: 0800-0900 (0700-0800 Hong Kong time) 

Regular trading session: 0900-1530 (0800-1430 Hong Kong time) 

After-hours session: 1540-1800 (1440-1700 Hong Kong time) 

Trading lot size  1 share 

Settlement  T+2 

Daily price limit  

For the KOSPI and the KOSDAQ Markets: +/-30% 

For the KONEX Market: +/-15% 

The daily price limits apply to an individual security based on the closing 

price of the security on the previous day. Once the daily price limit is 

reached, no trades can be executed outside the aforementioned ranges 

for the remainder of the trading session. For the avoidance of doubt, 

trading can continue to take place within ranges, including at the limit 

price itself. 

Circuit breakers  

The 3 phases of circuit breakers in the KOSPI and the KOSDAQ Markets 

are below: 

�x Phase 1: If the index (KOSPI or KOSDAQ Index) decreases by 

8% or more from the previous day's closing price for one minute, 

the trading of the market will be suspended for 20 minutes. 

�x Phase 2: If the index (KOSPI or KOSDAQ Index) decreases by 

15% or more from the previous day's closing price for one minute 

and the index decreases by an additional 1% from the time the 

first set of circuit breaker is exercised. The trading of the market 

will be suspended for 20 minutes. 

�x Phase 3: If the index (KOSPI or KOSDAQ Index) decreases by 

20% or more from the previous day's closing price for one minute 

and the index decreases by an additional 1% from the time the 

second set of circuit breaker is exercised. The trading of the 

market will be suspended for the remainder of the day with no off-

market trading. 

The implementation of each phase of circuit breakers is limited to one 

time in one day. Phases 1 and 2 are not triggered during 40 minutes 



before the market closing whereas phase 3 is triggered during that time 

period. 

Volatility 

interruption  

When the price changes by 10% or more from the previous single price 

execution (static VI), or the newly executed price is +/-2~6%* than the 

previously latest executed price (dynamic VI), a two-minute cooling 

period (periodic call auction for 2 minutes) will be triggered.  
�1�R�W�H�� 

�
���3�H�U�F�H�Q�W�D�J�H���G�L�I�I�H�U�V���G�H�S�H�Q�G�L�Q�J���R�Q���L�W�V���P�D�U�N�H�W���R�U���W�K�H���W�U�D�G�L�Q�J���K�R�X�U�V�� 

 
For more information, please refer to the �.�5�;�¶�V��website: https://global.krx.co.kr/main/main.jsp 
(which has not been reviewed by the SFC). 

Underlying Stock  

Samsung Electronics Co Ltd is a company that manufactures consumer and industrial electronics, 
including mobile phones, watches, personal computer, home appliances, display products and 
Internet of Things (IoT). Samsung Electronics Co Ltd also operates a foundry business and 
manufactures semiconductors. Samsung Electronics Co Ltd is listed on the Korea Exchange, a 
stock exchange based in the Korea. 

Borrowing policy  and restriction  

Borrowing against the assets of the Product is allowed up to a maximum of 10% of its latest 
available Net Asset Value, only on a temporary basis for the purposes of meeting redemption 
requests or defraying operating expenses.  

�&�R�P�S�D�U�L�V�R�Q���E�H�W�Z�H�H�Q���W�K�H���S�H�U�I�R�U�P�D�Q�F�H�� �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���D�Q�G�� �W�K�H�� �W�Z�R���W�L�P�H�� �L�Q�Y�H�U�V�H��
�S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���I�R�U���D���S�H�U�L�R�G���O�R�Q�J�H�U���W�K�D�Q���R�Q�H���G�D�\�����L���H�����F�R�P�S�D�U�L�V�R�Q���R�I��
�W�K�H���S�R�L�Q�W���W�R���S�R�L�Q�W���S�H�U�I�R�U�P�D�Q�F�H���� 

�7�K�H���3�U�R�G�X�F�W�¶�V���R�E�M�H�F�W�L�Y�H���L�V���W�R���S�U�R�Y�L�G�H���U�H�W�X�U�Q�V���Z�K�L�F�K���D�U�H���R�I���D���S�U�H�G�H�W�H�U�P�L�Q�H�G���L�Q�Y�H�U�V�H���I�D�F�W�R�U���������[�����R�I��
�W�K�H���'�D�L�O�\���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���V�X�F�K�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���Q�R�W���W�U�D�F�N��
�����[�� �W�K�H�� �D�F�F�X�P�X�O�D�W�L�Y�H�� �U�H�W�X�U�Q���R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���R�Y�H�U�� �D�� �S�H�U�L�R�G�� �J�U�H�D�W�H�U�� �W�K�D�Q�������%�X�V�L�Q�H�V�V�� �'�D�\����
�7�K�L�V���P�H�D�Q�V���W�K�D�W���W�K�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���R�Y�H�U���D���S�H�U�L�R�G���R�I���W�L�P�H���J�U�H�D�W�H�U���W�K�D�Q���D���V�L�Q�J�O�H���G�D�\��
�P�X�O�W�L�S�O�L�H�G���E�\���������������J�H�Q�H�U�D�O�O�\���Z�L�O�O���Q�R�W���H�T�X�D�O���������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���R�Y�H�U���W�K�D�W���V�D�P�H��
�S�H�U�L�R�G�����,�W���L�V���D�O�V�R���H�[�S�H�F�W�H�G���W�K�D�W���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���X�Q�G�H�U�S�H�U�I�R�U�P���W�K�H���U�H�W�X�U�Q���R�I���������������R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N���L�Q�� �D�� �W�U�H�Q�G�O�H�V�V�� �R�U�� �I�O�D�W�� �P�D�U�N�H�W���� �� �7�K�L�V�� �L�V�� �F�D�X�V�H�G�� �E�\�� �F�R�P�S�R�X�Q�G�L�Q�J���� �Z�K�L�F�K�� �L�V�� �W�K�H�� �D�F�F�X�P�X�O�D�W�L�Y�H��
�H�I�I�H�F�W���R�I���S�U�H�Y�L�R�X�V���H�D�U�Q�L�Q�J�V���J�H�Q�H�U�D�W�L�Q�J���H�D�U�Q�L�Q�J���R�U���O�R�V�V�H�V���L�Q���D�G�G�L�W�L�R�Q���W�R���W�K�H���S�U�L�Q�F�L�S�D�O���D�P�R�X�Q�W�����D�Q�G���Z�L�O�O��
�E�H���D�P�S�O�L�I�L�H�G���E�\���W�K�H���Y�R�O�D�W�L�O�L�W�\���R�I���W�K�H���P�D�U�N�H�W���D�Q�G���W�K�H���K�R�O�G�L�Q�J���S�H�U�L�R�G���R�I���W�K�H���3�U�R�G�X�F�W���� �� �7�K�H���I�R�O�O�R�Z�L�Q�J��
�V�F�H�Q�D�U�L�R�V���L�O�O�X�V�W�U�D�W�H���K�R�Z���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���G�H�Y�L�D�W�H���I�U�R�P���W�K�D�W���R�I���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q��
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Scenario 1:  Upward trending market  
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Scenario  2:  Downward trending market  
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�U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���L�O�O�X�V�W�U�D�W�H�G���L�Q���W�K�H���V�F�H�Q�D�U�L�R���E�H�O�R�Z�����Z�K�H�U�H���D�Q���L�Q�Y�H�V�W�R�U���K�D�V���L�Q�Y�H�V�W�H�G��
�L�Q�� �W�K�H�� �3�U�R�G�X�F�W�� �R�Q�� �G�D�\�� ���� �D�Q�G�� �W�K�H���S�U�L�F�H�� �R�I�� �W�K�H���8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N���I�D�O�O�V�� �E�\�� �������� �G�D�L�O�\�� �I�R�U�� ���� �%�X�V�L�Q�H�V�V��
�'�D�\�V�����E�\���G�D�\�������W�K�H���3�U�R�G�X�F�W���Z�R�X�O�G���K�D�Y�H���D�Q���D�F�F�X�P�X�O�D�W�H�G���J�D�L�Q���R�I�������� �������F�R�P�S�D�U�H�G���Z�L�W�K���D������ �����J�D�L�Q��
�Z�K�L�F�K���L�V�������[���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�� 

  

 
Daily return  

of 
Underlying 

Stock  

Price of 
Underlying 

Stock  

Accumulative 
return  of 

Underlying 
Stock  

-2x Inverse 
product  

Daily return  

-2x Inverse 
product  

NAV 

-2x Inverse 
product  

accumulative 
return  

-2x of 
accumulative 

return  of 
Underlying 

Stock  Difference  

0%
10%

21%
33%

46%

0%

-20%

-42%

-66%

-93%

0%

-20%

-36%
-49%

-59%

-100%

-80%

-60%

-40%

-20%

0%

20%

40%

60%

Day 0 Day 1 Day 2 Day 3 Day 4

Performance

Underlying Stock
accumulative return

-2x of Underlying Stock
accumulative return (b)

-2x Inverse product
accumulative return (a)

34%
difference

0% 0%

6%

17%

34%

0%

5%

10%

15%

20%

25%

30%

35%

40%

Day 0 Day 1 Day 2 Day 3 Day 4

Difference between (a) and (b)

Difference between (a) and
(b)



Day 
0   ������������     ������������       

Day 
1 ��������  ���������� ��������  ������  ������������ ������  ������  ����  

Day 
2 ��������  ���������� ��������  ������  ������������ ������  ������  ����  

Day 
3 ��������  ���������� ��������  ������  ������������ ������  ������  ������  

Day 
4 ��������  ���������� ��������  ������  ������������ ��������  ������  ������  

 
�7�K�H���F�K�D�U�W���E�H�O�R�Z���I�X�U�W�K�H�U���L�O�O�X�V�W�U�D�W�H�V���W�K�H���G�L�I�I�H�U�H�Q�F�H���E�H�W�Z�H�H�Q�����L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L���������[���W�K�H��
�D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G�����L�L�L�����D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N����
�L�Q���D���F�R�Q�W�L�Q�X�R�X�V���G�R�Z�Q�Z�D�U�G���P�D�U�N�H�W���W�U�H�Q�G���R�Y�H�U���D���S�H�U�L�R�G���J�U�H�D�W�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\�� 

 

 

�7�K�H���F�K�D�U�W���E�H�O�R�Z���V�H�W�V���R�X�W���W�K�H���G�L�I�I�H�U�H�Q�F�H���E�H�W�Z�H�H�Q�����D���������[���L�Q�Y�H�U�V�H���S�U�R�G�X�F�W���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���D�Q�G��
���E���������[���R�I���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���L�Q���W�K�L�V���V�F�H�Q�D�U�L�R�� 

 

Scenario  3:  Volatile upward trend  

�,�Q���D���Y�R�O�D�W�L�O�H���X�S�Z�D�U�G���W�U�H�Q�G�����Z�K�H�U�H���W�K�H���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���J�H�Q�H�U�D�O�O�\���P�R�Y�H�V���X�S�Z�D�U�G���R�Y�H�U���D��
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�R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����$�V���L�O�O�X�V�W�U�D�W�H�G���L�Q���W�K�H���V�F�H�Q�D�U�L�R���E�H�O�R�Z�����Z�K�H�U�H���W�K�H���S�U�L�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N��
�J�U�R�Z�V���E�\���������R�Y�H�U�������%�X�V�L�Q�H�V�V���'�D�\�V���E�X�W���Z�L�W�K���G�D�L�O�\���Y�R�O�D�W�L�O�L�W�\�����W�K�H���3�U�R�G�X�F�W���Z�R�X�O�G���K�D�Y�H���D�Q���D�F�F�X�P�X�O�D�W�H�G��
�O�R�V�V���R�I������ �������F�R�P�S�D�U�H�G���Z�L�W�K���D������ �����O�R�V�V���Z�K�L�F�K���L�V�������[���W�K�H���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�� 

0%
-10%

-19%
-27%

-34%

0% 20%

38%

54%
69%

0%

20%

44%

73%

107%

-60%

-40%

-20%

0%

20%

40%

60%

80%

100%

120%

Day 0 Day 1 Day 2 Day 3 Day 4

Performance
Underlying Stock
accumulative return

-2x of Underlying
Stock accumulative
return (b)

-2x Inverse product
accumulative return
(a)

39%
difference

0% 0%

6%

19%

39%

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

Day 0 Day 1 Day 2 Day 3 Day 4

Difference between (a) and (b)

Difference between (a)
and (b)



  

 
Daily return  

of 
Underlying 

Stock  

Price of 
Underlying 

Stock  

Accumulative 
return  of 

Underlying 
Stock  

-2x Inverse 
product  

Daily return  

-2x Inverse 
product  

NAV 

-2x Inverse 
product  

accumulative 
return  

-2x of 
accumulative 

return  of 
Underlying 

Stock  Difference  
Day 

0   ������������     ������������       

Day 
1 ��������  ���������� ��������  ������  ������������ ������  ������  ����  

Day 
2 ������  ���������� ������  ��������  ���������� ������  ����  ������  

Day 
3 ��������  ���������� ��������  ������  ������������ ������  ������  ������  

Day 
4 ������  ������������ ����  ��������  ���������� ��������  ��������  ��������  

 
�7�K�H���F�K�D�U�W���E�H�O�R�Z���I�X�U�W�K�H�U���L�O�O�X�V�W�U�D�W�H�V���W�K�H���G�L�I�I�H�U�H�Q�F�H���E�H�W�Z�H�H�Q�����L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L���������[���W�K�H��
�D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G�����L�L�L�����D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N����
�L�Q���D���Y�R�O�D�W�L�O�H���X�S�Z�D�U�G���P�D�U�N�H�W���W�U�H�Q�G���R�Y�H�U���D���S�H�U�L�R�G���J�U�H�D�W�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\�� 

 

 

�7�K�H���F�K�D�U�W���E�H�O�R�Z���V�H�W�V���R�X�W���W�K�H���G�L�I�I�H�U�H�Q�F�H���E�H�W�Z�H�H�Q�����D���������[���L�Q�Y�H�U�V�H���S�U�R�G�X�F�W���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���D�Q�G��
���E���������[���R�I���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���L�Q���W�K�L�V���V�F�H�Q�D�U�L�R�� 

 

Scenario  4: Volatile downward trend  

In a volatile downward trend, where the price �R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N generally moves downward 
�R�Y�H�U���D���S�H�U�L�R�G���O�R�Q�J�H�U���W�K�D�Q�������%�X�V�L�Q�H�V�V���'�D�\���E�X�W���Z�L�W�K���G�D�L�O�\���Y�R�O�D�W�L�O�L�W�\�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\��
�E�H���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W�H�G���L�Q���W�K�D�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���P�D�\���I�D�O�O���V�K�R�U�W���R�I��-2x the accumulative return 
of the �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N. As illustrated in the scenario below, where the price �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N falls by 7% over 5 Business Days but with daily volatility, the Product would have an 
accumulated loss of 0.2%, compared with a 15% gain which is -2x the accumulative return �R�I���W�K�H��
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The chart below further illustrates the difference between ���L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L���������[���W�K�H��
�D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G�����L�L�L�����D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N����
in a volatile downward market trend over a period greater than 1 Business Day.  

 

 

 

�7�K�H���F�K�D�U�W���E�H�O�R�Z���V�H�W�V���R�X�W���W�K�H���G�L�I�I�H�U�H�Q�F�H���E�H�W�Z�H�H�Q�����D���������[���L�Q�Y�H�U�V�H���S�U�R�G�X�F�W���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���D�Q�G��
���E���������[���R�I���D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���L�Q���W�K�L�V���V�F�H�Q�D�U�L�R�� 

 

 

Scenario  5:  Volatile market with flat performance  of the Underlying Stock  
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The chart below further illustrates the difference between ���L�����W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�������L�L���������[���W�K�H��
�D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���D�Q�G�����L�L�L�����D�F�F�X�P�X�O�D�W�L�Y�H���U�H�W�X�U�Q�����R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N��
in a volatile market with flat performance �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N over a period greater than 1 
Business Day.   

 

 

The chart below sets out the difference between (a) -2x inverse product accumulative return and 
(b) -2x of accumulative return of the Underlying Stock in this scenario. 
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As explained above, the Product tracks the two times inverse (-2x) performance of the �8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N, if observed on a Daily basis. However, due to path dependency of the performance of the 
Underlying Stock and the two times inverse (-2x) Daily performance of the Underlying Stock, when 
comparing the performance of the Underlying Stock and the -2x performance of the Underlying 
Stock for a period longer than one day (i.e. comparison of the point-to-point performance), the 
historical -2x performance of the Underlying Stock will not be equal to the simple -2x performance 
of the Underlying Stock over the same period of time. 
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Exchange Listing and T rading ( Secondary M arket)  

Application has been made to the Listing Committee of the SEHK for the listing of, and permission 
to deal in the Units traded in USD and HKD. 

Units are neither listed nor dealt on any other stock exchange and no application for such listing or 
permission to deal is being sought as at the date of this Prospectus. Application may be made in 
the future for a listing of Units on one or more other stock exchanges. Investors�¶ attention is drawn 
�W�R�� �W�K�H�� �V�H�F�W�L�R�Q�� �H�Q�W�L�W�O�H�G�� �³�(�[�F�K�D�Q�J�H�� �/�L�V�W�L�Q�J�� �D�Q�G�� �7�U�D�G�L�Q�J�� ���6�H�F�R�Q�G�D�U�\�� �0�D�U�N�H�W���´�� �L�Q�� �3�D�U�W�� ���� �R�I�� �W�K�L�V 
Prospectus for further information. 

Dealings on the SEHK in Units traded in USD and HKD are expected to begin on 19 May 2025.  

Participating Dealers should note that they will not be able to sell or otherwise deal in the Units on 
the SEHK until dealings begin on the SEHK. 

Dual  Counter Trading  

The Manager has arranged for Units to be available for trading on the secondary market on the 
SEHK under a Dual Counter arrangement. Units are denominated in USD. Despite the Dual 
Counter arrangement, the creation of new Units and redemption of Units in the primary market are 
settled in USD only. The Product offers 2 trading counters on the SEHK (i.e. HKD counter and USD 
counter) to investors for secondary trading purposes. Units traded in HKD counter will be settled in 
HKD and Units traded in USD counter will be settled in USD. Apart from settlement in different 
currencies, the trading prices of Units in the 2 counters may be different. 

Units traded on both counters are of the same class and share the same ISIN, and all Unitholders 
of both counters are treated equally. The 2 counters will have different stock codes and different 
stock short names as follows: 

 �8�6�'���&�R�X�Q�W�H�U �+�.�'���&�R�X�Q�W�H�U 

�6�W�R�F�N���&�R�G�H ��������  ��������  

�6�K�R�U�W���6�W�R�F�N���1�D�P�H �;�,���&�6�2�3�6�0�6�1���8 �;�,���&�6�2�3�6�0�6�1 

�,�6�,�1���Q�X�P�E�H�U �+�.��������������������  

 

�1�R�U�P�D�O�O�\���� �L�Q�Y�H�V�W�R�U�V�� �F�D�Q�� �E�X�\�� �D�Q�G�� �V�H�O�O�� �8�Q�L�W�V�� �W�U�D�G�H�G�� �L�Q�� �W�K�H�� �V�D�P�H�� �F�R�X�Q�W�H�U�� �R�U�� �D�O�W�H�U�Q�D�W�L�Y�H�O�\���E�X�\�� �L�Q�� ����
�F�R�X�Q�W�H�U�� �D�Q�G�� �V�H�O�O�� �L�Q�� �W�K�H�� �R�W�K�H�U�� �F�R�X�Q�W�H�U�� �S�U�R�Y�L�G�H�G�� �W�K�H�L�U�� �E�U�R�N�H�U�V�� �S�U�R�Y�L�G�H�� �E�R�W�K���8�6�'���D�Q�G���+�.�'�� trading 
services at the same time. Inter-counter buy and sell is permissible even if the trades take place 
within the same trading day. However, investors should note that the trading price of Units traded 
in the �8�6�' counter and that of HKD counter may be different and may not always maintain a close 
relationship depending on factors such as market demand and supply and liquidity in each counter. 

More information with regard to the Dual Counter is available in the frequently asked questions in 
�U�H�V�S�H�F�W�� �R�I�� �W�K�H�� �'�X�D�O�� �&�R�X�Q�W�H�U�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H��
http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products�� 

Investors should consult their brokers if they have any questions concerning fees, timing, 
procedures and the operation of the Dual Counter, including inter-counter trading���� �,�Q�Y�H�V�W�R�U�V�¶��
�D�W�W�H�Q�W�L�R�Q���L�V���D�O�V�R���G�U�D�Z�Q���W�R���W�K�H���U�L�V�N���I�D�F�W�R�U���E�H�O�R�Z���H�Q�W�L�W�O�H�G���³�'�X�D�O���&�R�X�Q�W�H�U��Trading �5�L�V�N�V�´�� 

Distribution P olicy  

http://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products


The Manager intends to distribute income to Unitholders annually (in December) having regard to 
the Product�¶�V���Q�H�W���L�Q�F�R�P�H���D�I�W�H�U���I�H�H�V���D�Q�G���F�R�V�W�V��  

The Manager will also have the discretion to determine if and to what extent distributions (whether 
directly or effectively) will be paid out of capital of the Product. 

The Manager may, at its discretion, pay distributions out of capital. The Manager may also, at its 
discretion, pay distributions out of gross income while all or part of the fees and expenses of the 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of capital.  Investors should note that payments of distributions out of capital 
or effe�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �F�D�S�L�W�D�O�� �D�P�R�X�Q�W�V�� �W�R�� �D�� �U�H�W�X�U�Q�� �R�U�� �Z�L�W�K�G�U�D�Z�D�O�� �R�I�� �S�D�U�W�� �R�I�� �D�Q�� �L�Q�Y�H�V�W�R�U�¶�V�� �R�U�L�J�L�Q�D�O��
investment or from any capital gains attributable to that original investment. Any distributions 
involving payment out of or effectively out of the Product�¶�V�� �F�D�S�L�W�D�O�� �P�D�\�� �U�H�V�X�O�W�� �L�Q�� �D�Q�� �L�P�P�H�G�L�D�W�H��
reduction in the Net Asset Value per Unit and will reduce any capital appreciation for the Unitholders. 
There is no guarantee of any regular distribution. 

The composition of the distributions (i.e. the relative amounts paid out of net distributable income 
and capital) for the last 12 months are available by the Manager on request and also on the 
�0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H https://www.csopasset.com/en/products/hk-smsn-2i (which has not been 
reviewed by the SFC).  

The distribution policy may be amended subject to the SFC�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O���D�Q�G���X�S�R�Q���J�L�Y�L�Q�J���Q�R�W��
�O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V���� 

Distributions (if declared) will be declared in the base currency of the Product (i.e. USD). The 
Manager will make an announcement prior to any distribution in respect of the relevant distribution 
amount in USD only. The details of the distribution declaration dates, distribution amounts and ex-
�G�L�Y�L�G�H�Q�G�� �S�D�\�P�H�Q�W�� �G�D�W�H�V�� �Z�L�O�O�� �E�H�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H��
https://www.csopasset.com/en/products/hk-smsn-2i (which has not been reviewed by the SFC) and 
on HKEX�¶�V�� �Z�H�E�V�L�W�H 
http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx (which 
has not been reviewed by the SFC).  

There can be no assurance that distributions will be paid.  

Each Unitholder will receive distributions in USD. Unitholders are advised to check with their 
brokers/intermediaries on the arrangements concerning distributions.  

Distribution payment rates in respect of Units will depend on factors beyond the control of the 
Manager or Trustee including, general economic conditions, and the financial position and dividend 
or distribution policies of the relevant underlying entities.  There can be no assurance that such 
entities will declare or pay dividends or distributions. 

Fees and Expenses  

Management Fee   

The Product pays a Management Fee as a single flat fee, currently at ������% per year of the Net 
Asset Value of the Product.  Please refer to the section �³�)�H�H�V���D�Q�G���(�[�S�H�Q�V�H�V�´ as to the fees and 
charges included in the Management Fee.  The Management Fee is calculated as at each Dealing 
Day and payable monthly in USD in arrears out of the Trust Fund. 

The Management Fee may be increased up to ��% per year of the Net Asset Value of the Product, 
�R�Q���R�Q�H���P�R�Q�W�K�¶�V���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�����R�U���V�X�F�K���V�K�R�U�W�H�U period as approved by the SFC). In the event 
that such fee is to be increased beyond this rate (which is the maximum rate set out in the Trust 
Deed)�����V�X�F�K���L�Q�F�U�H�D�V�H���Z�L�O�O���E�H���V�X�E�M�H�F�W���W�R���W�K�H���8�Q�L�W�K�R�O�G�H�U�V�¶���D�Q�G���W�K�H���6�)�&�¶�V���D�S�S�U�R�Y�D�O�� 

https://www.csopasset.com/en/products/hk-smsn-2i
https://www.csopasset.com/en/products/hk-smsn-2i
http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx


The Trustee fee is inclusive in the Management Fee. 

Swap fees  

�'�H�W�D�L�O�V���R�I���W�K�H���V�Z�D�S���I�H�H�V���D�Q�G���L�Q�G�L�U�H�F�W���F�R�V�W�V���D�U�H���V�H�W���R�X�W���L�Q���W�K�H���V�H�F�W�L�R�Q���³�6�Z�D�S���I�H�H�V�´���L�Q���W�K�L�V���$�S�S�H�Q�G�L�[ 

Risk Factors Specific to the Product  

In addition to the risk factors presented in Part 1 of this Prospectus, the risk factors set forth below 
are also specific risks, in the opinion of the Manager, considered to be relevant and presently 
applicable specifically to the Product. 

�5�L�V�N�V���$�V�V�R�F�L�D�W�H�G���Z�L�W�K���,�Q�Y�H�V�W�L�Q�J���L�Q���)�L�Q�D�Q�F�L�D�O���'�H�U�L�Y�D�W�L�Y�H���,�Q�V�W�U�X�P�H�Q�W�V�����W�K�H���³�)�'�,�V�´�� 

The risks associated with the use of FDIs are different from, or possibly greater than, the risks 
associated with investing directly in Securities and other traditional investments. Generally, a 
derivative is a financial contract the value of which depends upon, or is derived from, the value of 
an underlying asset, reference rate or index, and may relate to stocks, bonds, interest rates, 
currencies or currency exchange rates, commodities, and related indices. Any Product investing in 
FDIs may utilise both exchange-traded and over-the-counter derivatives. Compared to equity 
securities, FDIs can be more sensitive to changes in market prices of the underlying assets and 
thus market prices of FDIs may fall in value as rapidly as they may rise. Investors investing in such 
Products are exposed to a higher degree of fluctuation in value than a Product which does not 
invest in FDIs. Transactions in over-the-counter FDIs may involve additional risk such as the risk 
that a counterparty defaults as there is no regulated market for such FDIs. Investing in FDIs also 
involves other types of risks including, but not limited to, the risk of adopting different valuation 
methodologies and imperfect correlation between the FDI and its underlying securities, rates and 
indices. Risks associated with FDIs also include counterparty/credit risk, liquidity risk, valuation risk, 
volatility risk and over-the-counter transaction risk. The leverage element/component of a FDI can 
result in a loss significantly greater than the amount invested in the FDI by a Product. Exposure to 
FDIs may lead to a high risk of significant loss by a Product. There is no assurance that any 
derivative strategy used by a Product will succeed. 

Single Stock C oncentration Risk  

The Product is subject to concentration risk as a result of tracking the inverse performance of the 
single Underlying Stock. The value of the Product may be more volatile than that of a fund having 
a more diverse portfolio of investments due to the non-diversified nature of investing in the single 
Underlying Stock. The value of the Product may be more susceptible to adverse conditions in 
respect of such particular Underlying Stock. 

Extreme Price Volatility Risk  

Prices of the Product may be more volatile than conventional ETFs because of the use of leverage 
and the daily rebalancing activities and the leverage effect. Furthermore, the Product is 
concentrated in a single Underlying Stock. Given its non-diversified and leveraged nature, the 
Product is subject to extreme price volatility and may become non-viable within a short period. You 
may lose a significant portion or all of your investment within one day. 

Under exceptional circumstances where the Product is at significant risk of becoming non-viable, 
the Manager may use its discretion to deviate from the investment strategy or take defensive 
measures, which may include (i) liquidating swap positions and re-entering the swap contracts at 
the market close on the same Business Day depending on market condition; (ii) activating a stop 
loss mechanism for swap positions; and (iii) suspending trading of the Product, in order to safeguard 
the interests of the Product and its Unitholders to prevent potential negative fund value and protect 
the interests of the investors. Such circumstances may arise if there are extreme price movements 
of the Underlying Stock and the Manager will issue a notice to inform investors. 

Regarding the stop loss mechanism, the Manager has pre-agreed with each Swap Counterparty in 
the contractual terms set out in the agreements a mechanism that aims to limit the downside of the 



relevant swap positions so that such positions retain at least ���������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�$�9���R�I���W�K�H���O�D�V�W��
Business Day (before any fees and costs, including but not limited to swap fee and unwinding fee) 
for each dealing day should the Underlying Stock experience extreme price movements. For the 
avoidance of doubt, this mechanism applies solely at the level of the relevant swap positions and 
�G�R�H�V�� �Q�R�W�� �F�R�Q�V�W�L�W�X�W�H���� �Q�R�U�� �V�K�R�X�O�G�� �L�W�� �E�H�� �F�R�Q�V�W�U�X�H�G�� �D�V���� �D�� �I�O�R�R�U�� �R�U�� �J�X�D�U�D�Q�W�H�H�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �R�Y�H�U�D�O�O��
portfolio or its NAV. If that eventuates, the indicative NAV of the Product will reflect the impact of 
the stop loss mechanism in respect of the swap positions, among other factors. However, the NAV 
�R�U���L�Q�G�L�F�D�W�L�Y�H���1�$�9���R�I���W�K�H���3�U�R�G�X�F�W���P�D�\���Q�R�W���Q�H�F�H�V�V�D�U�L�O�\���E�H���P�D�L�Q�W�D�L�Q�H�G���D�W�����������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�$�9��
of the last Business Day, including as a result of fees, costs, expenses, other investments of the 
Product, market movements or other circumstances. 

The stop loss mechanism may result in a greater tracking difference and a higher risk that the 
Product is traded at a premium or discount in the secondary market. Investors should refer to the 
indicative NAV and NAV of the last Business Day of the Product �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Z�H�E�V�L�W�H�� �D�Q�G��
should take caution to ascertain whether the secondary trading prices are reasonable. 

Please note that there is no guarantee that (i) the stop loss mechanism will fully and effectively 
achieve its desired result; and (ii) the secondary trading prices of the Product will reflect such swap 
stop loss mechanism. 

Risks associated with the Underlying Stock �± Samsung Electronics Co Ltd  

The following factors may contribute to the price volatility of the Underlying Stock which may in turn 
impact the daily Net Asset Value of the Product. 

Risks specific to the Underlying Stock 

The Underlying Stock is subject to many risks that can impact its trading price including, but are not 
limited to price volatility risk, management risk, inflation risk, global economic risk, growth risk, 
supply and demand risk, operations risk, regulatory risk, environmental risk, terrorism risk and the 
risk of natural disasters. Th�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N�� �S�H�U�I�R�U�P�D�Q�F�H�� �P�D�\�� �E�H�� �D�I�I�H�F�W�H�G�� �E�\�� �W�K�H�� �F�R�P�S�D�Q�\�¶�V��
ability to identify new products, technologies or services, global competition and business 
conditions, its dependence on third-party product manufacturers, product defect issues, 
cybersecurity breaches, and customer concentration. 

�)�X�U�W�K�H�U�P�R�U�H�����6�D�P�V�X�Q�J���(�O�H�F�W�U�R�Q�L�F�V���&�R���/�W�G���I�D�F�H�V���L�Q�W�H�Q�V�H���J�O�R�E�D�O���F�R�P�S�H�W�L�W�L�R�Q���L�Q���Y�D�U�L�R�X�V���V�H�J�P�H�Q�W�V���R�I��
�L�W�V�� �E�X�V�L�Q�H�V�V���� �0�D�M�R�U�� �F�R�P�S�H�W�L�W�R�U�V�� �L�Q�F�O�X�G�H���� �I�R�U�� �H�[�D�P�S�O�H�����$�S�S�O�H�� �,�Q�F���� �L�Q�� �U�H�V�S�H�F�W�� �R�I�� �L�W�V�� �P�R�E�L�O�H�� �S�K�R�Q�H��
�E�X�V�L�Q�H�V�V�����7�D�L�Z�D�Q���6�H�P�L�F�R�Q�G�X�F�W�R�U���0�D�Q�X�I�D�F�W�X�U�L�Q�J���&�R�P�S�D�Q�\���/�L�P�L�W�H�G���L�Q���U�H�V�S�H�F�W���R�I���L�W�V���I�R�X�Q�G�U�\���E�X�V�L�Q�H�V�V����
�;�L�D�R�P�L���&�R�U�S�R�U�D�W�L�R�Q���L�Q���U�H�V�S�H�F�W���R�I���L�W�V���F�R�Q�V�X�P�H�U���H�O�H�F�W�U�R�Q�L�F�V��� � � � 

Korean market risk 

�,�Q�Y�H�V�W�R�U�V���V�K�R�X�O�G���E�H���D�Z�D�U�H���R�I���W�K�H���S�R�W�H�Q�W�L�D�O���P�D�U�N�H�W���U�L�V�N�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���W�U�D�G�L�Q�J���L�Q���W�K�H���.�R�U�H�D�Q���P�D�U�N�H�W����
�S�D�U�W�L�F�X�O�D�U�O�\�� �W�K�H�� �L�P�S�D�F�W���R�I�� �F�L�U�F�X�L�W���E�U�H�D�N�H�U�V�� �D�Q�G���G�D�L�O�\�� �S�U�L�F�H�� �O�L�P�L�W�V�����7�K�H�� �.�R�U�H�D�Q�� �V�W�R�F�N���H�[�F�K�D�Q�J�H���K�D�V��
�P�H�F�K�D�Q�L�V�P�V���V�X�F�K���D�V���F�L�U�F�X�L�W���E�U�H�D�N�H�U�V���R�U���G�D�L�O�\���O�L�P�L�W���X�S���G�R�Z�Q���U�X�O�H�V���W�K�D�W���P�D�\���K�D�Y�H���S�R�V�V�L�E�L�O�L�W�L�H�V���W�R���O�H�D�G��
�W�R���D���P�D�U�N�H�W���K�D�O�W�����U�H�V�X�O�W�L�Q�J���L�Q���W�K�H���V�X�V�S�H�Q�V�L�R�Q���R�I���W�U�D�G�L�Q�J���D�F�W�L�Y�L�W�L�H�V���I�R�U���W�K�H���G�D�\�����7�K�H�V�H���L�Q�W�H�U�U�X�S�W�L�R�Q�V���F�D�Q��
�D�I�I�H�F�W���W�K�H���Q�R�U�P�D�O���U�H�E�D�O�D�Q�F�L�Q�J���S�U�R�F�H�V�V���R�I�� �W�K�H���3�U�R�G�X�F�W�����W�K�H�U�H�E�\���L�P�S�D�F�W�L�Q�J���L�W�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���W�K�H��
�W�D�U�J�H�W�H�G�� �H�[�S�R�V�X�U�H�� �O�H�Y�H�O�V���� �&�R�Q�V�H�T�X�H�Q�W�O�\���� �W�K�L�V�� �P�D�\�� �O�H�D�G�� �W�R�� �D�Q�� �L�Q�F�U�H�D�V�H�G�� �W�U�D�F�N�L�Q�J�� �G�L�I�I�H�U�H�Q�F�H���� �,�Q��
�H�[�W�U�H�P�H���V�F�H�Q�D�U�L�R�V���Z�K�H�U�H���W�U�D�G�L�Q�J���L�V���K�D�O�W�H�G���G�X�H���W�R���W�K�H�V�H���P�H�F�K�D�Q�L�V�P�V�����W�K�H�U�H���L�V���D���S�R�V�V�L�E�L�O�L�W�\���W�K�D�W���W�K�H��
�U�H�W�X�U�Q�V�� �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N�� �F�R�X�O�G�� �D�F�F�X�P�X�O�D�W�H�� �D�Q�G�� �U�H�I�O�H�F�W���L�Q�� �W�K�H�� �3�U�R�G�X�F�W���R�Q���W�K�H�� �Q�H�[�W�� �Q�R�U�P�D�O��
�W�U�D�G�L�Q�J���G�D�\�����7�K�L�V���D�F�F�X�P�X�O�D�W�L�R�Q���P�D�\���H�[�F�H�H�G���W�K�H���G�D�L�O�\�����������X�S���O�L�P�L�W���V�H�W���E�\���W�K�H���.�R�U�H�D�Q���P�D�U�N�H�W�����6�X�F�K��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���F�D�Q���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V�� 

Electronics and technology hardware industry risk 

�7�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����D�Q�G���F�R�Q�V�H�T�X�H�Q�W�O�\���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����L�V���V�X�E�M�H�F�W��
to the risks of the electronics and technology hardware industry. Electronics and technology 
hardware companies can be significantly affected by cyclical market patterns, rapid product 
obsolescence, frequent new product introductions, evolving industry standards, competitive 
pressures, aggressive pricing, technological developments, changing domestic demand, the ability 



to attract and retain skilled employees and availability and price of components. In addition, many 
technology hardware companies rely on a combination of patents, copyrights, trademarks and trade 
secret laws to establish and protect their proprietary rights in their products and technologies. 

Semi-conductor company risk 

�7�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����D�Q�G���F�R�Q�V�H�T�X�H�Q�W�O�\���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����L�V���V�X�E�M�H�F�W��
to the risks of the semiconductor sector. The risks of investments in the semiconductor sector 
industry include: intense competition, both domestically and internationally, including competition 
from subsidized foreign competitors with lower production costs; risks of rapid obsolescence of 
products; economic performance of the customers of semiconductor companies; and rapidly 
changing product and market demands. The semiconductor industry may also be affected by risks 
that affect the broader technology sector, including: government regulation; dramatic and often 
unpredictable changes in growth rates and competition for qualified personnel; heavy dependence 
on patent and intellectual property rights, the loss or impairment of which may adversely affect 
profitability; and a small number of companies representing a large portion of the technology sector 
as a whole. The stock prices of semiconductor companies have been and likely will continue to be 
extremely volatile. 

Technology theme risk  

Samsung Electronics Co Ltd is in the technology sector and is characterised by relatively higher 
volatility in price performance when compared to other economic sectors. Samsung Electronics Co 
Ltd also face intense competition and there may also be substantial government intervention, which 
may have an effect on profit margins. The price volatility of the Underlying Stock may be greater 
than the price volatility of other companies. Rapid changes could render obsolete the products and 
services offered by companies in the technology sector. Rapid changes to the products and 
services offering may further contribute to the price volatility of Samsung Electronics Co Ltd. 
Samsung Electronics Co Ltd is also subject to cyber security risks and potential legal, financial, 
operational and reputational consequences. 

Large/mega-capitalisation company risk  

Samsung Electronics Co Ltd is a large/mega-capitalisation company that is relatively mature 
compared to smaller companies and therefore subject to slower growth during times of economic 
expansion. It may struggle with flexibility to respond quickly to disruptions and changes in trends. 
The high valuation of large/mega-capitalisation companies can make Samsung Electronics Co Ltd 
more susceptible to market corrections, downturns and changes in interest rates. Moreover, 
large/mega-capitalisation companies typically have high price-to-earnings ratio than smaller 
capitalisation companies which can lead to overvaluation and may indicate there is less room for 
gains and even potential downward price adjustment. Stock prices of these companies may exhibit 
greater volatility due to these factors. These companies usually exert market dominance and 
therefore frequently face regulatory pressures, in particular antitrust scrutiny. This leads to legal 
challenges and increased costs which may in turn affect profitability. 

Leverage Risk  

The Product will utilise leverage to achieve a Daily return equivalent to minus two times (-2x) the 
return of the Underlying Stock. Both gains and losses will be magnified. The risk of loss resulting 
from an investment in the Product in certain circumstances including a bull market will be 
substantially more than a fund that does not employ leverage. For example, the price of the 
Underlying Stock could increase by more than 50% on a particular day and this may result in the 
�W�R�W�D�O���O�R�V�V���R�I���W�K�H���L�Q�Y�H�V�W�R�U�V�¶���L�Q�Y�Hstment in the Product. Such total loss of investment could occur in a 
relatively short period of time if there is a material market movement. 

Long T erm Holding  Risk  

The Product is not suitable for holding longer than one day  as the performance of the Product 
over a period longer than one day will very likely differ in amount and possibly direction from the 
two times inverse performance of the Underlying Stock over that same period (e.g. the loss may be 



more than 2 times the increase in the price of the Underlying Stock). This effect of compounding 
becomes more pronounced for longer holding periods and in products with larger leverage factor 
and/or inverse exposure. Investors should not expect the actual percentage return of investing in 
the Product to be equal to two times the inverse percentage change in the price of the Underlying 
Stock for periods of longer than one day. 

�7�K�H���H�I�I�H�F�W���R�I���F�R�P�S�R�X�Q�G�L�Q�J���E�H�F�R�P�H�V���P�R�U�H���S�U�R�Q�R�X�Q�F�H�G���R�Q���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���D�V���W�K�H��price 
of the Underlying Stock �H�[�S�H�U�L�H�Q�F�H�V���Y�R�O�D�W�L�O�L�W�\�����7�K�H���G�H�Y�L�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H���I�U�R�P���W�K�H��
two times inverse performance of the Underlying Stock will increase, and the performance of the 
Product will generally be adversely affected with higher volatility of the price of the Underlying Stock. 
As a result of Daily rebalancing, the volatility of the price of the Underlying Stock and the effects of 
compounding o�I���H�D�F�K���G�D�\�¶�V���U�H�W�X�U�Q���R�Y�H�U���W�L�P�H�����L�W���L�V���H�Y�H�Q���S�R�V�V�L�E�O�H���W�K�D�W���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���O�R�V�H���P�R�Q�H�\��
over time while the Underlying Stock�¶�V���S�H�U�I�R�U�P�D�Q�F�H���I�D�O�O�V���R�U���L�V���I�O�D�W��  Investors in the Product should 
actively manage and monitor their investments, as frequently as daily. 

Inverse Product vs. S hort Selling Risk  

Investing in the Product is different from taking a short position. Because of rebalancing the return 
profile of the Product is not the same as that of a short position. In a volatile market with frequent 
directional swings, the performance of the Product may deviate from a short position. 

Unconventional Return Pattern Risk  
 
Risk investment outcome of the Product is the opposite of conventional investment funds, and any 
gains and losses will be magnified by approximately two times. If the price of the Underlying Stock 
increases for extended periods, the Product will likely to lose most or all of its value.  

Risk of Rebalancing Activities  

There is no assurance that the Product can rebalance their portfolio on a Daily basis to achieve 
their investment objectives. Market disruption, regulatory restrictions, counterparty capacity limits 
�R�U���H�[�W�U�H�P�H���P�D�U�N�H�W���Y�R�O�D�W�L�O�L�W�\���P�D�\���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���U�H�E�D�O�D�Q�F�H���L�W�V���S�R�U�W�I�R�O�L�R�� 

Liquidity Risk  

The rebalancing activities of the Product typically take place near the end of trading of the 
underlying market to minimise tracking difference. As a result, the Product may be more exposed 
to the market conditions during a shorter interval and may be more subject to liquidity risk and the 
Derivative Counterparty's capacity to execute may also be subject to liquidity risk. 

Intraday Investment Risk  
 
The Product is normally rebalanced at the end of �W�U�D�G�L�Q�J���R�I���W�K�H���X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W���R�Q���D���%�X�V�L�Q�H�V�V��
�'�D�\.  As such, return for investors that invest for period less than a full Trading Day will generally 
be greater than or less than the two times inverse (-2x) investment exposure to the Underlying 
Stock, depending upon the movement of the price of the Underlying Stock from the end of one 
Trading Day until the time of purchase. 
 
Portfolio Turnover R isk  
 
�'�D�L�O�\�� �U�H�E�D�O�D�Q�F�L�Q�J�� �R�I�� �3�U�R�G�X�F�W�¶�V�� �K�R�O�G�L�Q�J�V�� �F�D�X�V�H�V�� �D�� �K�L�J�K�H�U�� �O�H�Y�H�O�� �R�I�� �S�R�U�W�I�R�O�L�R�� �W�U�D�Q�V�D�F�W�L�R�Q�V�� �W�K�D�Q��
compared to the conventional exchange traded funds. High levels of transactions increase 
brokerage and other transaction costs. 

Risks Associated with I nvesting in Swaps  

Limited Availability of Swaps Risk 
 
�7�K�H���0�D�Q�D�J�H�U�¶�V���D�E�L�O�L�W�\���W�R���P�D�Q�D�J�H���W�K�H��Product in accordance with its stated investment objective will 
depend upon the willingness and ability of potential Swap Counterparties to engage in Swaps with 



the Product linked to the performance of the Underlying Stock. A �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �D�E�L�O�L�W�\�� �W�R��
continue to enter into Swaps or other derivative transactions with the Product may be reduced or 
eliminated, which could have a material adverse effect on the Product. Furthermore, Swaps are of 
limited duration and there is no guarantee that Swaps entered into with a Swap Counterparty will 
continue indefinitely. Accordingly, the duration of a Swap depends on, among other factors, the 
ability of the Product to renew the expiration period of the relevant Swap at agreed upon terms. If 
the Product is unable to obtain sufficient exposure to �W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���L�Q�Y�H�U�V�H���S�H�U�I�R�U�P�D�Q�F�H��of 
the Underlying Stock because of the limited availability of Swaps linked to t�K�H�� �S�H�U�I�R�U�P�D�Q�F�H���� �W�K�H��
�L�Q�Y�H�U�V�H�� �S�H�U�I�R�U�P�D�Q�F�H��of the Underlying Stock, the Product could, among other alternatives, as a 
defensive measure, suspend creations until the Manager determines that the requisite swap 
exposure is obtainable. During the period that creations are suspended, the Product could trade at 
a significant premium or discount to the Net Asset Value and could experience substantial 
redemptions. To the extent that such events result in a termination event under the �3�U�R�G�X�F�W�¶�V Swaps, 
the risks related to the limited availability of Swaps would be compounded and the Product may be 
adversely affected. 
 
Counterparty Risk  
 
Because a Swap is an obligation of the Swap Counterparty rather than a direct investment in the 
Underlying Stock, the Product may suffer losses potentially equal to, or greater than, the full value 
of the Swap if the Swap Counterparty fails to perform its obligations under the Swap as a result of 
bankruptcy or otherwise. Any loss would result in a reduction in the Net Asset Value of the Product 
and will likely impair the Product�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W objective. The counterparty risk 
associated with the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�V���H�[�S�H�F�W�H�G to be greater than that may be encountered 
by most other funds because the Product expects to use Swaps as the principal means to gain 
exposure to the Underlying Stock. Despite the counterparty risk management measures in place, 
the management of the Product�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R each Swap Counterparty to zero is subject to 
settlement risks arising from settlement failures and market risks (including price movements prior 
to the required cash payment by the Swap Counterparty to the Product). The Product�¶�V�� �Q�H�W��
exposure to each Swap Counterparty may exceed zero if any such risks eventuate. The extent of 
the Product�¶�V potential loss arising in this regard is likely to be the amount of the Product�¶�V�� �Q�H�W 
counterparty exposure. 
 
�7�K�H���0�D�Q�D�J�H�U���Z�L�O�O���P�D�Q�D�J�H���W�K�H���3�U�R�G�X�F�W���W�R���H�Q�V�X�U�H���W�K�D�W���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W��
�D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���D�Q�G���E�H���P�D�L�Q�W�D�L�Q�H�G�����P�D�U�N�H�G��
�W�R���P�D�U�N�H�W���R�Q���D���G�D�L�O�\���E�D�V�L�V�����Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H���L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�H�[�S�R�V�X�U�H���D�W���W�K�H���H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\�����,�I���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H��
�3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I���D�Q�\���W�U�D�G�L�Q�J���G�D�\���7�����E�\���W�K�H���H�Q�G���R�I���W�K�D�W��
�W�U�D�G�L�Q�J���G�D�\���7���� �W�K�H���0�D�Q�D�J�H�U���Z�L�O�O���J�H�Q�H�U�D�O�O�\�� �U�H�T�X�L�U�H���W�K�D�W���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���G�H�O�L�Y�H�U���D�G�G�L�W�L�R�Q�D�O��
�F�R�O�O�D�W�H�U�D�O���D�V�V�H�W�V���W�R���P�D�N�H���X�S���I�R�U���W�K�H���G�L�I�I�H�U�H�Q�F�H���L�Q���Y�D�O�X�H�����Z�L�W�K���W�K�H���V�H�W�W�O�H�P�H�Q�W���R�I���V�X�F�K���G�H�O�L�Y�H�U�\���H�[�S�H�F�W�H�G��
�W�R�� �R�F�F�X�U�� �R�Q���R�U�� �E�H�I�R�U�H���W�U�D�G�L�Q�J�� �G�D�\�� �7�������� �'�H�V�S�L�W�H�� �W�K�H�� �F�R�X�Q�W�H�U�S�D�U�W�\�� �U�L�V�N�� �P�D�Q�D�J�H�P�H�Q�W�� �P�H�D�V�X�U�H�V�� �L�Q��
�S�O�D�F�H�����W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���]�H�U�R���L�V���V�X�E�M�H�F�W��
�W�R�� �V�H�W�W�O�H�P�H�Q�W�� �U�L�V�N�V�� �D�U�L�V�L�Q�J�� �I�U�R�P�� �V�H�W�W�O�H�P�H�Q�W�� �I�D�L�O�X�U�H�V�� �D�Q�G�� �P�D�U�N�H�W�� �U�L�V�N�V�� ���L�Q�F�O�X�G�L�Q�J�� �S�U�L�F�H�� �P�R�Y�H�P�H�Q�W�V��
�S�U�L�R�U���W�R���W�K�H���U�H�T�X�L�U�H�G���F�D�V�K���S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W�������$�Q�\���G�H�O�D�\���L�Q���W�K�H���F�D�V�K��
�S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W���S�U�L�R�U���W�R���W�K�H���H�Q�G���R�I���W�K�H���U�H�O�H�Y�D�Q�W���W�U�D�G�L�Q�J���G�D�\���7������
�P�D�\���F�D�X�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���E�H���O�D�U�J�H�U���W�K�D�Q���]�H�U�R���I�U�R�P���W�L�P�H���W�R���W�L�P�H����
�7�K�L�V���P�D�\���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V���I�R�U���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���H�Y�H�Q�W���R�I���W�K�H���L�Q�V�R�O�Y�H�Q�F�\���R�U���G�H�I�D�X�O�W���R�I���W�K�D�W��
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 
 
Early Termination of Swaps Risk 
 
In some circumstances, a Swap Counterparty can terminate the swap agreements early which may 
�D�G�Y�H�U�V�H�O�\���L�P�S�D�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�D�Q���D�O�V�R���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V��
�D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���D�Q�G���P�D�\���V�X�E�M�H�F�W���W�K�H���3�U�R�G�X�F�W���W�R���V�X�E�V�W�D�Q�W�L�D�O���O�R�V�V����Also, the 
Product may face an increase in the cost to enter into a similar swap agreement with additional 
Swap Counterparties.   
 
High Swap Fees Risk 
 



The Product will bear the swap fees, which are subject to the discussion and consensus between 
the Manager and the Swap Counterparty based on the actual market circumstances on a case-by-
case basis. The current swap fees are a best estimate only and may deviate from the actual market 
conditions. The swap fees of the Product may be higher than that of other leveraged and inverse 
products tracking broad-based indices or commodities indices due to market condition, market 
sentiment on the Underlying Stock and changes in interest rates. This may have an adverse impact 
on the NAV and performance of the Product, and hence may result in higher tracking difference. In 
extreme market conditions and exceptional circumstances, the brokerage commission and the 
�6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �P�D�\�� �L�Q�F�U�H�D�V�H�� �V�L�J�Q�L�I�L�F�D�Q�W�O�\�� �D�Q�G�� �L�Q��
return increase the swap fees.      
 
Capacity Limit Risk 
 
The Swap Counterparties may also be subject to a capacity limit representing the commitment of 
the Swap Counterparty to conduct the Swap transactions to provide the required exposure to the 
Underlying Stock �I�R�U���W�K�H���3�U�R�G�X�F�W�����$�F�F�R�U�G�L�Q�J�O�\�����W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���W�K�H��Underlying Stock may 
be affected. Whilst the Manager does not anticipate that this will have any immediate effect on the 
Product, if any Swap Counterparty reaches its capacity limit or if the Net Asset Value of the Product 
grows significantly this may prevent creations of Units due to the inability of the Product to conduct 
Swap transactions. This may cause a divergence between the trading price of a Unit on the SEHK 
and the Net Asset Value per Unit. The investment exposure could also deviate from the target 
exposure which adds tracking error to the Product. 
 
Liquidity Risk 
 
Swaps may be subject to liquidity risk, which exists when a particular Swap is difficult to purchase 
or sell. If a Swap transaction is particularly large or if the relevant market is illiquid, it may not be 
possible to initiate a transaction or liquidate a position at an advantageous time or price, which may 
result in significant losses to the Product. In addition, a Swap may be subject to the Product�¶�V��
limitation on investments in illiquid Securities. Swaps may be subject to pricing risk, which exists 
when a particular Swap becomes extraordinarily expensive (or inexpensive) relative to historical 
prices or the prices of corresponding cash market instruments. The swaps market is largely 
unregulated. It is possible that developments in the swaps market, including potential government 
regulation, could adversely affect the Product�¶�V�� �D�E�L�O�L�W�\�� �W�R�� �W�H�U�P�L�Q�D�W�H�� �H�[�L�V�W�L�Q�J��Swaps or to realise 
amounts to be received under such agreements. There is also no active market in derivative 
instruments and therefore investment in derivative instruments can be illiquid. In order to meet 
requests, the relevant Product relies upon the issuer of the derivative instruments to quote a market 
to unwind any part of the derivative instruments that will reflect the market liquidity conditions and 
the size of the transaction. 
 
Valuation Risk 
 
The Product�¶�V���D�V�V�H�W�V�����L�Q���S�D�U�W�L�F�X�O�D�U��Swaps entered into by the Product, involve derivative techniques 
that may be complex and specialised in nature. Valuations for such assets will only usually be 
available from a limited number of market professionals which frequently act as counterparties to 
the transactions to be valued. Such valuations are often subjective and there may be substantial 
differences between any available valuations. However the Manager will carry out an independent 
verification of �W�K�L�V���Y�D�O�X�D�W�L�R�Q���R�Q���D���G�D�L�O�\���E�D�V�L�V���D�V���G�H�V�F�U�L�E�H�G���X�Q�G�H�U���³�'�H�W�H�U�P�L�Q�D�W�L�R�Q���R�I���1�H�W���$�V�V�H�W���9�D�O�X�H�´��
section. 
 
Legal Risk 
 
The characterisation of a transaction or a party's legal capacity to enter into it could render the 
Swap unenforceable. The insolvency or bankruptcy of a counterparty may also affect the 
enforceability of contractual rights. 
 
Short Selling by Swap Counterparty Risk 
 
The Swap Counterparty to the Product may need to short sell the Underlying Stock for the purposes 
�R�I���K�H�G�J�L�Q�J�����0�D�Q�\���U�H�J�X�O�D�W�R�U�V���K�D�Y�H���E�D�Q�Q�H�G���³�Q�D�N�H�G�´���V�K�R�U�W���V�H�O�O�L�Q�J�����D���S�U�D�F�W�L�F�H���W�K�D�W���K�D�V���E�H�H�Q���S�U�R�K�L�E�L�W�H�G��



in Hong Kong since short selling was first introduced) or completely suspended short selling for 
certain stocks. Any such bans with the effect of prohibiting the short selling of the Underlying Stock 
�P�D�\���D�I�I�H�F�W���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R���K�H�G�J�H���L�W�V���S�R�V�L�W�L�R�Q���D�Q�G���P�D�\���W�U�L�J�J�H�U���D�Q���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q��
�R�I���W�K�H���2�7�&���6�Z�D�S���7�U�D�Q�V�D�F�W�L�R�Q�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�R�X�O�G���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H��
its investment objective and subject the Product to substantial loss.  

Mandatory Measures imposed by Relevant Parties Risk 

�5�H�J�D�U�G�L�Q�J�� �W�K�H�� �3�U�R�G�X�F�W�¶�V��Swaps, relevant parties (such as Swap Counterparties, participating 
dealers and stock exchanges) may impose certain mandatory measures for risk management 
purpose under extreme market circumstances. These measures may include early termination of 
the Swaps, no further Swap contracts signed and having limited or no access to exposure. In 
response to such mandatory measures, the Manager may have to take corresponding actions in 
�W�K�H�� �E�H�V�W�� �L�Q�W�H�U�H�V�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �8�Q�L�W�K�R�O�G�H�U�V�� �D�Q�G�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�R�Q�V�W�L�W�X�W�L�Y�H��
�G�R�F�X�P�H�Q�W�V�����L�Q�F�O�X�G�L�Q�J���V�X�V�S�H�Q�V�L�R�Q���R�I���F�U�H�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���X�Q�L�W�V���D�Q�G���R�U���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���W�U�D�G�L�Q�J����
implementing alternative investment and/or hedging strategies and termination of the Product. 
These corresponding actions may have an adverse impact on the operation, secondary market 
trading, ability to track the price of the Underlying Stock and the Net Asset Value of the Product. 
While the Manager will endeavour to provide advance notice to investors regarding these actions 
to the extent possible, such advance notice may not be possible in some circumstances.   

Options contracts risks  
 
The Investment in options contracts involves specific risks such as high volatility, leverage, rollover 
and margin risks. There may be imperfect correlation between the value of the underlying reference 
assets and the options contracts, which may prevent the Product from achieving its investment 
objective. 
 
Risks associated with options include counterparty/credit risk, liquidity risk (given some options may 
not have a liquid secondary market), valuation risk and over-the-counter transaction risk. The costs 
associated with portfolio construction may rise significantly, which could adversely impact the 
Product.��Further, over-the counter options may also be subject to under collateralisation risk, default 
risk and intra-day counterparty risk similar to those associated with swaps mentioned above. 
 
The Option Counterparties may also be subject to a capacity limit to conduct the Option transactions 
to provide the required exposure to the Underlying Stock for the Product. Whilst the Manager does 
not anticipate that this will have any immediate effect on the Product, if any Option Counterparty 
reaches its capacity limit or if the Net Asset Value of the Product grows significantly this may prevent 
creations of Units due to the inability of the Product to conduct Option transactions. This may cause 
a divergence between the trading price of a Unit on the SEHK and the Net Asset Value per Unit. 
The investment exposure could also deviate from the target exposure which adds tracking error to 
the Product. 

Inverse  Performance of Underlying Stock  
 
Investors in the Product should note that the objective and the risks inherent in the Product are not 
typically encountered in traditional investment products �Z�K�L�F�K���W�U�D�F�N���W�K�H���³�O�R�Q�J�´���S�H�U�I�R�U�P�D�Q�F�H���U�D�W�K�H�U��
than two times inverse performance of a single stock. Should the price of the Underlying Stock 
increase, it could have a negative effect on the performance of the Product and the negative effect 
will be magnified by approximately two times. As such, Unitholders could, in certain circumstances 
including a bull market, face minimal or no returns, or may even suffer a complete loss, on such 
investments. The negative effect of compounding is more pronounced when combined with Daily 
rebalancing in volatile markets. 

The Product is designed as a trading tool for short-term market timing or hedging purposes, and is 
not intended for long term investment. It is only suitable for sophisticated trade-oriented investors 
who understand the potential consequences of seeking two times inverse (-2x) Daily results and 
the associated risks constantly monitor the performance of their holding on a daily basis.   

Path Dependency  



 
The objective of the Product is to provide investment results that, before fees and expenses, closely 
correspond to the two times inverse performance of the Underlying Stock on a Daily basis only. 
Therefore the Product should not be equated with seeking an inverse position for periods longer 
than a day. Investors in the Product should note that the point-to-point accumulated performance 
of the historical two times inverse (-2x) Daily performance of the Underlying Stock over a certain 
period may not be equal to the point-to-point two times inverse performance of the Underlying Stock 
�R�Y�H�U���W�K�H���V�D�P�H���S�H�U�L�R�G���R�I���W�L�P�H���G�X�H���W�R���W�K�H���H�I�I�H�F�W���R�I���³�S�D�W�K���G�H�S�H�Q�G�H�Q�F�\�´���D�Q�G���F�R�P�S�R�X�Q�G�L�Q�J���R�I���W�K�H��Daily 
returns of the Underlying Stock. As such, the performance of the Product is not two times inversely 
correlated to the performance of the Underlying Stock over a certain period of time. Please refer to 
�W�K�H���V�H�F�W�L�R�Q���³�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\�´���D�E�R�Y�H�� 

Investors should exercise caution when holding the Product for longer than the rebalancing interval, 
i.e. one Business Day. The performance of the Product, when held overnight, may deviate from the 
inverse performance of the Underlying Stock. 

Investment in Other Funds Risk  

As part of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\�����W�K�H���0�D�Q�D�J�H�U��may invest in other active or passive 
investment products. The Product will be exposed to the risk of investing in another management 
�F�R�P�S�D�Q�\�¶�V���I�X�Q�G�V���Z�L�W�K���D�O�O���W�K�H���U�H�O�D�W�H�G���U�L�V�N�V���Z�K�L�F�K���D�W�W�D�F�K���W�R��listed or unlisted funds generally.  In 
particular, as an investor in such funds, the Product will ultimately bear the fees and expenses of 
the underlying funds including management fees charged by the underlying management 
company. These charges will be in addition to the fees payable by the Product to the Manager. 

If the Product invests in other active or passive investment products managed by the Manager or 
Connected Person of the Manager, all initial charges and redemption charges on these listed or 
unlisted funds must be waived, and the Manager must not obtain rebate of any fees or charges 
levied by these funds or any quantifiable monetary benefits in connection with investments in these 
funds. In addition, where an underlying fund is managed by the Manager, all management and 
performance fees charged by the underlying fund will be waived for the Product. In case any 
conflicts of interest may still arise out of such investments, the Manager will use its best endeavours 
to resolve it fairly. 

Short -term Fixed Income Securities (including money market instruments) Risks  

Short-term fixed income securities risk  

The Product may invest in fixed income securities which are short-term or with short-term remaining 
maturities. It means the turnover rates of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���P�D�\���E�H���U�H�O�D�W�L�Y�H�O�\���K�L�J�K���D�Q�G���W�K�H��
transaction costs incurred as a result of the purchase or sale of such securities may increase which 
in turn may have a negative impact on the net asset value of the Product. 

Credit risk  

The Product is exposed to the credit/insolvency risk of issuers/guarantors of the fixed income and 
debt securities in which the Product may invest.  

Interest rate risk  

The Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�Q���I�L�[�H�G���L�Q�F�R�P�H���V�H�F�X�U�L�W�L�H�V���D�U�H���V�X�E�M�H�F�W���W�R���L�Q�W�H�U�H�V�W���U�D�W�H���U�L�V�N�����*�H�Q�H�U�D�O�O�\�����W�K�H��
prices of fixed income and debt securities rise when interest rates fall, whilst their prices fall when 
interest rates rise.  

Credit rating risk  

Credit ratings assigned by rating agencies are subject to limitations and do not guarantee the 
creditworthiness of the fixed income securities and/or the issuers/guarantors at all times. 

Credit rating downgrading risk  



In the event of a credit rating downgrading of the fixed income securities (or the issuers thereof) 
held by the Product, the Product�¶�V�� �Y�D�O�X�H�� �P�D�\�� �E�H�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�H�G�� �D�Q�G�� �L�Q�Y�H�V�W�R�U�V�� �P�D�\�� �V�X�I�I�H�U�� �D��
substantial loss as a result. The Manager may or may not be able to dispose of the fixed income 
instruments that are being downgraded. 

Sovereign debt risks  

Investment in sovereign debt obligations issued or guaranteed by governments may be exposed to 
political, social and economic risks. In adverse situations, the sovereign issuers/guarantors may 
not be able or willing to repay the principal and/or interest when due or may request the Product to 
participate in restructuring such debts. The Product may suffer significant losses when there is a 
default of sovereign debt issuers/guarantors.  

Passive Investments Risk  

�7�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���³�D�F�W�L�Y�H�O�\���P�D�Q�D�J�H�G�´���D�Q�G�����X�Q�G�H�U���Q�R�U�P�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V�����W�K�H���0�D�Q�D�J�H�U���Z�L�O�O��
not adopt any temporary defensive position when the price of the Underlying Stock moves in an 
unfavourable direction. In such circumstances, Units of the Product will also decrease in value. 
Under extreme market circumstances, the Manager will adopt temporary defensive position for 
protection of the Product.  

Trading Difference Risks  

Premiums or discounts to the Net Asset Value may arise when the Product and its Underlying Stock 
trade on exchanges that are in different time zones. As the exchange of the Underlying Stock may 
be open when the Units are not priced, the value of the Produc�W�¶�V���S�R�U�W�I�R�O�L�R���P�D�\���F�K�D�Q�J�H���R�Q���G�D�\�V��
when investors will not be able to purchase or sell Units. On the other hand, if the exchange of the 
Underlying Stock is closed while the SEHK is open, this may affect the level of premium or discount 
of the trading price of the Product to its Net Asset Value. Volatility on the SEHK, as well as supply 
and demand for Units traded on the SEHK, may lead to the Units of the relevant Product trading at 
a premium or discount to the Net Asset Value. In case the trading of the Underlying Stock is 
suspended, the Product may encounter a higher level of premium or discount of the trading price 
of the Product to its Net Asset Value. The trading price of the Units may deviate significantly from 
Net Asset Value, particularly during volatile market conditions. 

The Product will be subject to a higher tracking difference as the cost of portfolio construction is 
higher with the use of options. In extreme market conditions and exceptional circumstances, the 
cost of portfolio construction may increase significantly and may have an adverse impact on the 
Net Asset Value and tracking difference of the Product. 

Distributions Out Of or Effectively Out Of Capital Risk    

The Manager may, at its discretion make distributions out of capital. The Manager may also, at its 
discretion, make distributions out of gross income while all or part of the fees and expenses of a 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of the capital. Payment of distributions out of capital or effectively out of capital 
amo�X�Q�W�V���W�R���D���U�H�W�X�U�Q���R�U���Z�L�W�K�G�U�D�Z�D�O���R�I�� �S�D�U�W���R�I�� �D�Q���L�Q�Y�H�V�W�R�U�¶�V���R�U�L�J�L�Q�D�O���L�Q�Y�H�V�W�P�H�Q�W���R�U���I�U�R�P���D�Q�\���F�D�S�L�W�D�O��
gains attributable to that original investment. Any distributions involving payment of distributions out 
�R�I���R�U���H�I�I�H�F�W�L�Y�H�O�\���R�X�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���F�D�S�L�W�D�O���P�D�\���U�H�V�Xlt in an immediate reduction of the Net Asset 
�9�D�O�X�H���S�H�U���8�Q�L�W�����7�K�H���0�D�Q�D�J�H�U���P�D�\���D�P�H�Q�G���L�W�V���G�L�V�W�U�L�E�X�W�L�R�Q���S�R�O�L�F�\���V�X�E�M�H�F�W���W�R���W�K�H���6�)�&�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O��
�D�Q�G���E�\���J�L�Y�L�Q�J���Q�R�W���O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�� 

Proprietary Investment / Seed Money Risk  

The assets under management at any time during the life of the Product may include proprietary 
�P�R�Q�H�\�����R�U���³�V�H�H�G���P�R�Q�H�\�´�����L�Q�Y�H�V�W�H�G���E�\���R�Q�H���R�U���P�R�U�H���L�Q�W�H�U�H�V�W�H�G���S�D�U�W�L�H�V�����V�X�F�K���D�V���S�D�U�W�L�F�L�S�D�W�L�Q�J���G�H�D�O�H�U�V����
and such investment may constitute a significant portion of such assets under management. 
Investors should be aware that such an interested party may (i) hedge any of its investments in 



whole or part, thereby reducing or removing its exposure to the performance of the Product; and (ii) 
redeem its investment in the Product at any time, without notice to Unitholders. Such an interested 
party is under no obligation to take the interests of other Unitholders into account when making its 
investment decisions. There is no assurance that any such monies will continue to be invested in 
the Product by an interested party for any particular length of time. As many of the expenses of the 
Product are fixed, a higher amount of assets under management may reduce the expenses of the 
Product per Unit and a lower amount of assets under management may increase the expenses of 
the Product per Unit. As with any other redemption representing a material portion of the Product's 
assets under management, a significant redemption of any such proprietary investment may affect 
the management and/or performance of the Product and may, in certain circumstances (i) cause 
�U�H�P�D�L�Q�L�Q�J�� �L�Q�Y�H�V�W�R�U�V�¶�� �K�R�O�G�L�Q�J�V�� �W�R�� �U�H�S�U�H�V�H�Q�W�� �D�� �K�L�J�K�Hr percentage of the Net Asset Value of the 
Product, (ii) cause other investors in the Product to redeem their investment, and/or (iii) lead the 
Manager, with the consultation of the Trustee, to determine that the Product, has become 
unmanageable and to consider taking exceptional measures, such as terminating the Product, in 
�D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �7�U�X�V�W�� �'�H�H�G���� �L�Q�� �Z�K�L�F�K�� �F�D�V�H�� �8�Q�L�W�K�R�O�G�H�U�V�¶�� �L�Q�Y�H�V�W�P�H�Q�W�V�� �Z�R�X�O�G�� �E�H�� �U�H�G�H�H�P�H�G�� �L�Q��
their entirety. 

Dual  Counter Trading R isks  

Dual Counter risk 

Investors without USD accounts may buy and sell HKD traded Units only. Such investors will not 
be able to buy or sell USD traded Units and should note that distributions are made in USD only. 

Inter-counter trading risk 

Although an investor may buy from one counter and sell the same on the other counter in the same 
day, it is possible that some brokers/intermediaries and Participants may not be familiar with and 
may not be able to (i) buy Units in one counter and to sell Units in the other, or (ii) trade Units in the 
USD counter and the HKD counter at the same time. In such case (i) to (ii), another broker, 
intermediary or Participant may need to be used. This may inhibit or delay dealing in the USD traded 
Units and HKD traded Units and may mean investors may only be able to trade their Units in one 
currency. Investors are recommended to check the readiness of their brokers/intermediaries in 
respect of the Dual Counter trading and inter-counter trading. 

Investors should therefore consult their brokers/intermediaries on the services that the 
brokers/intermediaries may provide in this regard along with the associated risks and fees. In 
particular, some brokers/intermediaries may not have in place systems and controls to facilitate 
inter-counter trading and/or inter-counter day trades. 

Difference in trading prices risk  

There is a risk that due to different factors such as market liquidity, market supply and demand in 
the respective counters and the exchange rate among USD and HKD, the market price on the 
SEHK of Units traded in USD may deviate significantly from the market price on the SEHK of Units 
traded in HKD. The trading price of USD traded Units or HKD traded Units is determined by market 
forces and so will not be the same as the trading price of Units multiplied by the prevailing rate of 
foreign exchange. Accordingly, when selling Units traded in USD or buying Units traded in USD, an 
investor may receive less or pay more than the equivalent amount in HKD if the trade of the relevant 
Units is in HKD and vice versa. There can be no assurance that the price of Units in each counter 
will be equivalent. 

Currency exchange risk  

Investors who bought Units on the HKD counter may be subject to currency exchange risk as the 
assets of the Product are denominated in USD and the Net Asset Value of the Product will be 
calculated in USD. 



USD Distributions Risk   

Investors should note that where a Unitholder holds Units traded under the HKD counter, the 
relevant Unitholder will only receive distributions in USD and not HKD. In the event the relevant 
Unitholder has no USD account, the Unitholder may have to bear the fees and charges associated 
with the conversion of such dividend from USD into HKD or any other currency. Unitholders are 
advised to check with their brokers concerning arrangements for distributions. 

Korean Tax Risk  

�8�Q�G�H�U�� �.�R�U�H�D�� �W�D�[�� �O�D�Z�V���� �L�Q�F�R�P�H�� �G�H�U�L�Y�H�G�� �I�U�R�P�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �L�Q�Y�H�V�W�P�H�Q�W�V�� �L�Q�� �.�R�U�H�D�Q�� �V�H�F�X�U�L�W�L�H�V�� �D�Q�G��
derivative instruments generally constitutes Korea-sourced income and may be subject to Korean 
taxation. Currently, income derived by a foreign investor such as the Product from portfolio 
investments in South Korea is subject to Korean withholding tax. Dividends (including dividends 
received by domestic corporations in connection with OTC derivative transactions) and certain 
other Korea-sourced income received by such foreign investors having no domestic place of 
business in Korea are generally subject to withholding tax at a rate of 22% inclusive of local income 
tax.  

Pursuant to the Convention between the Government of the Republic of Korea and the Government 
�R�I�� �W�K�H�� �+�R�Q�J�� �.�R�Q�J�� �6�S�H�F�L�D�O�� �$�G�P�L�Q�L�V�W�U�D�W�L�Y�H�� �5�H�J�L�R�Q�� �R�I�� �W�K�H�� �3�H�R�S�O�H�¶�V�� �5�H�S�X�E�O�L�F�� �R�I�� �&�K�L�Q�D�� �I�R�U�� �W�K�H��
avoidance of double taxation and the prevention of fiscal evasion with respect to taxes on income 
���W�K�H���³KR-HK tax treaty �´�������W�K�H���Z�L�W�K�K�R�O�G�L�Q�J���W�D�[���U�D�W�H���D�S�S�O�L�F�D�E�O�H���W�R���.�R�U�H�D-sourced dividends may be 
reduced to 10% or 15%, and an exemption from Korean taxation may be available for certain other 
items of Korea-sourced income, subject to satisfaction of the tax treaty conditions and completion 
of the prescribed procedural requirements under the Korea tax laws. There can be no assurance, 
however, that the Product will qualify for such treaty benefits or that such benefits will not be 
challenged or denied by the Korean tax authorities. 

In contrast, capital gains derived from the sale of shares listed and traded on the KRX are currently 
not taxed under applicable South Korean income and corporate tax laws, provided that a foreign 
investor is a minor shareholder who holds less than 25% of the listed shares (by voting power or 
value) at any time during the five-year period preceding the transfer. Capital gains arising from the 
transfer of equity securities that do not satisfy the above conditions may be subject to Korean 
withholding tax at the lower of (i) 11% of the gross sales proceeds or (ii) 22% of the net capital 
gains, in each case inclusive of local income tax.  

However, there can be no assurance that the Korean government will not in the future increase the 
applicable withholding tax rates, impose new taxes, or otherwise change the current tax treatment 
of investments in Korean securities. In particular, the Korean government may introduce additional 
taxation, including capital gains tax or transaction-based taxes, on the purchase or sale of KRX-
listed shares, including transactions effected by foreign investors or collective investment schemes 
domiciled outside South Korea. 

To the extent the Product obtains exposure through FDI like swaps, futures or options, and other 
standardized derivatives traded on a derivatives market in accordance with the Financial 
�,�Q�Y�H�V�W�P�H�Q�W�� �6�H�U�Y�L�F�H�V�� �D�Q�G�� �&�D�S�L�W�D�O�� �0�D�U�N�H�W�V�� �$�F�W�� ���³FISCMA�´���� �L�V�� �J�H�Q�H�U�D�O�O�\�� �Q�R�W�� �V�X�E�M�H�F�W�� �W�R�� �.�R�U�H�D�Q��
withholding tax for a foreign investor under applicable South Korean income and corporate tax laws. 
By contrast, income derived from OTC derivative transactions may constitute Korea-sourced 
income unless such transactions qualify as hedging transactions under the FISCMA. Accordingly, 
capital gains arising from the disposal of OTC derivatives that do not qualify as hedging transactions 
may be subject to Korean withholding tax.  

Korea has introduced taxes on futures and options, and future changes to the tax treatment of 
�G�H�U�L�Y�D�W�L�Y�H���L�Q�V�W�U�X�P�H�Q�W�V�����R�U���W�K�H���L�P�S�R�V�L�W�L�R�Q���R�I���Q�H�Z���W�D�[�H�V���R�U���O�H�Y�L�H�V�����F�R�X�O�G���L�Q�F�U�H�D�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���F�R�V�W�V����
�D�Q�G���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Qvestment objective. 
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APPENDIX 23: CSOP SK HYNIX DAILY (2X) LEVERAGED PRODUCT  

 
Key Information  

Set out below is a summary of key information in respect of the CSOP SK Hynix Daily (2x) 
Leveraged Product ���W�K�H���³�3�U�R�G�X�F�W�´�����Z�K�L�F�K���V�K�R�X�O�G���E�H���U�H�D�G���W�R�J�H�W�K�H�U���Z�L�W�K���W�K�H���I�X�O�O���W�H�[�W���R�I���W�K�L�V���$�S�S�H�Q�G�L�[��
and the Prospectus. 

Investment Objective  

To provide investment results that, before fees and 

expenses, closely correspond to twice (2x) the Daily 

performance of the common stock of SK hynix Inc. 

(KRX: 000660). 

Underlying Stock  SK hynix Inc. (KRX: 000660) 

Initial Offer Period  

9:00 a.m. (Hong Kong time) of 13 October 2025 to 4:30 

p.m. (Hong Kong time) of 14 October 2025, or such 

other date as the Manager may determine  

Initial Issue Date  
15 October 2025, or such other date as the Manager 

may determine  

Issue Price during the Initial 

Offer Period  
USD1 or its equivalent 

Listing Date (SEHK)  

Expected to be 16 October 2025, but may be 

postponed by the Manager to a date no later than 21 

November 2025 

Exchange Listing  SEHK �± Main Board 

Stock Code  7709 

Short Stock Name  XL2CSOPHYNIX 

Trading Board Lot Size  100 Units  

Base Currency  USD 

Trading Currenc y Hong Kong Dollars (HKD) 

Distribution Policy  

The Manager intends to distribute income to 
Unitholders annually (in December) having regard to 
the Product�¶s net income after fees and costs.  
Further, the Manager may, at its discretion, pay 
distributions out of capital or out of gross income while 
all or part of the fees and expenses are charged to 
capital, resulting in an increase in distributable income 
for the payment of distributions and therefore, 



distributions may be paid effectively out of capital. 
There is no guarantee of any regular distribution. 

All Units will receive distributions in the base currency 
(USD) only. 

Creation/Redemption Policy  Cash (USD) only 

Application Unit Size (only by or 

through Participating Dealers)  
Minimum 500,000 Units (or multiples thereof) 

Dealing Deadline  

2:00 p.m. (Hong Kong time) on the relevant Dealing 

Day, or such other time as the Manager (with the 

approval of the Trustee) may determine  

Management Fee  Currently 1.6% per year of the Net Asset Value  

Financial Year End  

31 December (The first financial year-end of the Product 

will be 31 December 2026. The first audited accounts 

and the first semi-annual unaudited interim reports of the 

Product will be for the period ending 31 December 2026 

and 30 June 2026 respectively.)  

Website  https://www.csopasset.com/en/products/hk-skhy-2l 

 
What is the Investment Objective?  

The investment objective of the Product is to provide investment results that, before fees and 
expenses, closely correspond to twice (2x) the Daily performance of the common stock of SK hynix 
Inc. (KRX: 000660) ���W�K�H���³Underlying Stock �´��. The Product does not seek to achieve its stated 
investment objective over a period of time greater than one day . 

What is the Investment Strategy?   

The Product seeks to achieve its investment objective by primarily using a Swap-based synthetic 
replication strategy as discussed below. 

The investment strategy of the Product is subject to the investment and borrowing restrictions set 
out in Part 1 of this Prospectus. 

�6�Z�D�S���E�D�V�H�G���V�\�Q�W�K�H�W�L�F���U�H�S�O�L�F�D�W�L�R�Q���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\ 

�6�\�Q�W�K�H�W�L�F���5�H�S�O�L�F�D�W�L�R�Q���X�V�L�Q�J���6�Z�D�S 

The Product will enter into more than one partially-funded Swaps (which are over-the counter 
financial derivative instruments entered into with more than one Swap Counterparties) whereby the 
Product will provide a portion of the net proceeds from subscription from the issue of the Units as 
�L�Q�L�W�L�D�O���P�D�U�J�L�Q�����³Initial Amount �´�����W�R���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�L�H�V�� �� �Z�K�L�F�K���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q��
appointed by the Trustee in segregated accounts and will only be transferred to the Swap 
Counterparties when the Product defaults and in return the Swap Counterparties will provide the 
Product with an exposure to the Underlying Stock (net of transaction costs). 

Initial Amount 

 

https://www.csopasset.com/en/products/hk-skhy-2l


No more than 80% of the Net Asset Value of the Product from time to time will be used as Initial 
Amount by way of cash and listed units of money market funds authorised by the SFC to acquire 
the Swaps. 

�8�Q�G�H�U�� �H�[�F�H�S�W�L�R�Q�D�O�� �F�L�U�F�X�P�V�W�D�Q�F�H�V�� ���H���J���� �L�Q�F�U�H�D�V�H�G��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\�� �L�Q�� �H�[�W�U�H�P�H�� �P�D�U�N�H�W�� �W�X�U�E�X�O�H�Q�F�H������ �W�K�H��Initial Amount�� �U�H�T�X�L�U�H�P�H�Q�W�� �P�D�\�� �L�Q�F�U�H�D�V�H��
�V�X�E�V�W�D�Q�W�L�D�O�O�\���� �7�K�H�� �,�Q�L�W�L�D�O���$�P�R�X�Q�W�� �Z�L�O�O�� �E�H�� �W�U�D�Q�V�I�H�U�U�H�G�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�X�V�W�R�G�L�D�Q�� �D�S�S�R�L�Q�W�H�G�� �E�\�� �W�K�H��
�7�U�X�V�W�H�H�� �Z�K�R�� �Z�L�O�O�� �K�R�O�G�� �W�K�H�� �D�P�R�X�Q�W�� �I�R�U�� �W�K�H�� �3�U�R�G�X�F�W�� �L�Q�� �G�H�V�L�J�Q�D�W�H�G�� �D�F�F�R�X�Q�W�V���� �D�Q�G�� �W�K�H�� �6�Z�D�S��
�&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���K�D�Y�H���D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���R�Y�H�U���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W�����D�Q�G���W�K�H���U�H�O�H�Y�D�Q�W���D�F�F�R�X�Q�W�V�����X�S�R�Q��
�V�X�F�K���W�U�D�Q�V�I�H�U�����7�K�H�U�H���L�V���Q�R���W�U�D�Q�V�I�H�U���R�I���O�H�J�D�O���W�L�W�O�H�����D�Q�G���W�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�P�D�L�Q�V���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�����E�X�W��
�D���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W���Z�L�O�O���E�H���F�U�H�D�W�H�G���W�K�H�U�H�X�S�R�Q���L�Q���I�D�Y�R�X�U���R�I���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���� 

�2�W�K�H�U���L�Q�Y�H�V�W�P�H�Q�W�V 

�'�H�S�H�Q�G�L�Q�J���R�Q���P�D�U�N�H�W���F�R�Q�G�L�W�L�R�Q�V���D�Q�G���V�Z�D�S���F�D�S�D�F�L�W�\���F�R�Q�V�W�U�D�L�Q�W�V�����L�Q���D�G�G�L�W�L�R�Q���W�R���V�Z�D�S�V�����W�K�H���3�U�R�G�X�F�W��
�P�D�\���D�O�V�R���L�Q�Y�H�V�W���X�S���W�R������ �����R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����D�V���R�S�W�L�R�Q���S�U�H�P�L�X�P�����L�Q���R�S�W�L�R�Q�V���D�V���D�Q���D�G�G�L�W�L�R�Q�D�O��
�P�H�D�Q�V���W�R���R�E�W�D�L�Q���W�K�H���O�H�Y�H�U�D�J�H�G���H�[�S�R�V�X�U�H���W�R���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����7�K�H���0�D�Q�D�J�H�U���H�[�S�H�F�W�V���W�K�H���X�V�H���R�I��
�R�S�W�L�R�Q�V���W�R���E�H���F�R�Q�W�U�R�O�O�H�G���D�W���D�U�R�X�Q�G������ �����R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����D�V���R�S�W�L�R�Q���S�U�H�P�L�X�P�������7�K�H���D�O�O�R�F�D�W�L�R�Q��
�P�D�\���E�H���L�Q�F�U�H�D�V�H�G���X�S���W�R�����������R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H���X�Q�G�H�U���H�[�F�H�S�W�L�R�Q�D�O���F�L�U�F�X�P�V�W�D�Q�F�H�V���R�U���L�Q���H�[�W�U�H�P�H��
�P�D�U�N�H�W���W�X�U�E�X�O�H�Q�F�H�����W�D�N�L�Q�J���L�Q�W�R���D�F�F�R�X�Q�W���W�K�H���R�Y�H�U�D�O�O���I�H�H���O�H�Y�H�O���R�I���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���E�H�V�W���L�Q�W�H�U�H�V�W�V���R�I��
�L�Q�Y�H�V�W�R�U�V�����)�R�U���W�K�H���D�Y�R�L�G�D�Q�F�H���R�I���G�R�X�E�W�����W�K�H���3�U�R�G�X�F�W���S�U�L�R�U�L�W�L�V�H�V���W�K�H���X�V�H���R�I���V�Z�D�S�V���D�Q�G���S�U�L�P�D�U�L�O�\���X�V�H�V��
�V�Z�D�S�V���I�R�U���H�[�S�R�V�X�U�H���W�R���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����D�Q�G���X�V�H�V���R�S�W�L�R�Q�V���D�V���D�Q���D�G�G�L�W�L�R�Q�D�O���P�H�D�Q�V���I�R�U���I�O�H�[�L�E�L�O�L�W�\�� 

�1�R�W���O�H�V�V���W�K�D�Q�����������R�I���W�K�H���1�H�W���$�V�V�H�W���9�D�O�X�H�����W�K�L�V���S�H�U�F�H�Q�W�D�J�H���P�D�\���E�H���U�H�G�X�F�H�G���S�U�R�S�R�U�W�L�R�Q�D�W�H�O�\���X�Q�G�H�U��
�H�[�F�H�S�W�L�R�Q�D�O���F�L�U�F�X�P�V�W�D�Q�F�H�V���Z�K�H�U�H���W�K�H�U�H���L�V���D���K�L�J�K�H�U���,�Q�L�W�L�D�O���$�P�R�X�Q�W���U�H�T�X�L�U�H�P�H�Q�W�����D�V���G�H�V�F�U�L�E�H�G���D�E�R�Y�H����
�Z�L�O�O���E�H���L�Q�Y�H�V�W�H�G���L�Q���F�D�V�K�����+�.�'���R�U���8�6�'�����D�Q�G���R�W�K�H�U���+�.�'���R�U���8�6�'���G�H�Q�R�P�L�Q�D�W�H�G���L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V����
�V�X�F�K���D�V���G�H�S�R�V�L�W�V���Z�L�W�K���E�D�Q�N�V���L�Q���+�R�Q�J���.�R�Q�J���D�Q�G���+�.�'���R�U���8�6�'���G�H�Q�R�P�L�Q�D�W�H�G���V�K�R�U�W���W�H�U�P�����L���H�����P�D�W�X�U�L�W�\��
�O�H�V�V�� �W�K�D�Q�� ���� �\�H�D�U�V���� �L�Q�Y�H�V�W�P�H�Q�W���J�U�D�G�H�� �E�R�Q�G�V�� �D�Q�G�� �P�R�Q�H�\�� �P�D�U�N�H�W�� �I�X�Q�G�V�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H��
�U�H�T�X�L�U�H�P�H�Q�W�V�� �R�I�� �W�K�H�� �&�R�G�H���� �<�L�H�O�G�� �L�Q�� �+�.�'�� �R�U�� �8�6�'�� ���D�V�� �W�K�H�� �F�D�V�H�� �P�D�\�� �E�H���� �I�U�R�P�� �V�X�F�K�� �F�D�V�K�� �D�Q�G��
�L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V���Z�L�O�O���E�H���X�V�H�G���W�R���P�H�H�W���W�K�H���3�U�R�G�X�F�W�¶�V���I�H�H�V���D�Q�G���H�[�S�H�Q�V�H�V���D�Q�G���D�I�W�H�U���G�H�G�X�F�W�L�R�Q���R�I��
�V�X�F�K�� �I�H�H�V�� �D�Q�G�� �H�[�S�H�Q�V�H�V���� �W�K�H�� �U�H�P�D�L�Q�G�H�U�� �Z�L�O�O�� �E�H�� �G�L�V�W�U�L�E�X�W�H�G�� �E�\�� �W�K�H�� �0�D�Q�D�J�H�U�� �W�R�� �W�K�H�� �8�Q�L�W�K�R�O�G�H�U�V�� �L�Q��
�8�6�'���� 

�,�Q���F�D�V�H�V���Z�K�H�U�H���W�K�H���V�Z�D�S���R�U���R�S�W�L�R�Q���F�D�S�D�F�L�W�\���L�V���W�L�J�K�W���R�U���K�D�V���D�O�U�H�D�G�\���U�H�D�F�K�H�G���W�K�H���F�D�S�D�F�L�W�\���O�L�P�L�W���W�K�D�W��
�W�K�H���3�U�R�G�X�F�W���F�D�Q���X�W�L�O�L�V�H�����Q�R���P�R�U�H���W�K�D�Q�����������R�I���W�K�H���1�H�W���$�V�V�H�W���9�D�O�X�H���P�D�\���E�H���L�Q�Y�H�V�W�H�G���L�Q���W�K�H���8�Q�G�H�U�O�\�L�Q�J��
�6�W�R�F�N���R�I���W�K�H���3�U�R�G�X�F�W�����7�K�L�V���P�D�\���L�Q�Y�R�O�Y�H���E�R�U�U�R�Z�L�Q�J���R�I���X�S���W�R�����������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H�� 

No more than 10% of the Net Asset Value may be invested in collective investment schemes which 
may be eligible or non-eligible schemes (as defined by the SFC), or authorised or not authorised 
by the SFC in accordance with all the applicable requirements of the Code. For the avoidance of 
�G�R�X�E�W�����W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���L�Q���W�K�H���P�R�Q�H�\���P�D�U�N�H�W���I�X�Q�G�V���P�H�Q�W�L�R�Q�H�G���L�Q���W�K�H���S�U�H�F�H�G�L�Q�J���S�D�U�D�J�U�D�S�K��
is not subject to this limit. Any investment in ETFs will be considered and treated as collective 
investment schemes for the purposes of and subject to the requirements in 7.11A and 7.11B of the 
Code.  

All investments of the Product other than Swaps and Options will comply with 7.36 to 7.38 of the 
Code. The Manager has no current intention to enter into any securities lending, repurchase and 
reverse repurchase or similar transaction in respect of the Product. 

Collateral 

Counterparty Exposure 

Collateral arrangements will be taken in relation to these derivative transactions with a view that 
the percentage of the counterparty risk exposure (expressed as a percentage of net assets) is 
reduced to zero. 
 
To collateralise the mark-to-market exposure under the relevant Swap, additional amounts will 
be transferred as variation margin (either by the Product to the Swap Counterparty or vice versa) 
on each business day during the Swap transaction.  Such variation margin will be transferred by 



way of title transfer, or by way of a security interest with a right of use (analogous to title transfer) 
granted thereon. During this process, the Manager will manage the Product to ensure that the 
collateral held by the Product will represent at least 10�������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\��
risk exposure and be maintained, marked-to-market on a daily basis, with a view to ensuring that 
there is no uncollateralised counterparty risk exposure at the end of a trading day (subject to 
intra-day price movements, market risk and settlement risk etc.). If the collateral held by the 
�3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I��
any trading day T, by the end of that trading day T, the Manager will generally require that each 
Swap Counterparty deliver additional collateral assets (i.e. variation margin) to make up for the 
difference in value, with the settlement of such delivery expected to occur on or before trading 
day T+2. 
 
Each Swap Counterparty will deliver collateral with a view to reduce the net exposure of the 
Product to each counterparty to 0% (zero per cent), although a minimum transfer amount of up 
to USD250,000 (or currency equivalent) will be applicable. 
 
Diagrammatic Illustration of Synthetic Replication Strategy 
 
Please see below a diagram illustrating the operation of the swap-based synthetic replication 
investment strategy above: 
 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 

�
���7�K�H���,�Q�L�W�L�D�O���$�P�R�X�Q�W���Z�L�O�O���E�H���K�H�O�G���E�\���W�K�H���F�X�V�W�R�G�L�D�Q���L�Q���V�H�J�U�H�J�D�W�H�G���D�F�F�R�X�Q�W�V���V�X�E�M�H�F�W���W�R���V�H�F�X�U�L�W�\���L�Q�W�H�U�H�V�W�� 

The Product will maintain full collateralisation and there should be no net exposure to any single 
counterparty of over-the-counter financial derivative instruments. 
 
Swap Transaction 
 
Each Swap is documented by a confirmation which supplements, forms part of and is governed 
by a 2002 ISDA Master Agreement with schedule thereto (together with an ISDA Credit Support 
Annex and/or ISDA Credit Support Deed in respect thereof), in each case, entered into by the 
Trustee on behalf of the Product and the Swap Counterparty. ISDA documentation is published 
by the International Swaps and Derivatives Association, Inc. 
 
Prior to commencing any transaction with a Swap Counterparty under a Swap, the Manager has 
obtained (if such Swap Counterparty is an existing swap counterparty) or will obtain (if such Swap 
Counterparty is a new swap counterparty) legal opinions or such other confirmations or 
assurances from the Swap Counterparties reasonably acceptable to the Product, confirming that 
(a) such Swap Counterparty has the capacity and authority to enter into the relevant Swap and 
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(b) the obligations expressed to be assumed by such Swap Counterparty under the relevant Swap 
constitute legal, valid, binding obligations of the Swap Counterparty enforceable against it in 
accordance with their terms. The enforceability of the termination, bilateral close-out netting and 
multibranch netting provisions in the 2002 ISDA Master Agreement in the relevant jurisdictions in 
which enforcement action may be brought is covered by standard netting opinions commissioned 
by ISDA. In respect of each Swa�S�����Q�R�Q�H���R�I���W�K�H���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U���W�K�H���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´��
contained in the 2002 ISDA Master Agreement has been disapplied in respect of the relevant 
Swap Counterparty (although some of them have been amended to reflect the nature of the Swap 
Counterpa�U�W�\�����W�K�H���7�U�X�V�W�H�H���D�Q�G���W�K�H���3�U�R�G�X�F�W���D�Q�G���F�H�U�W�D�L�Q���³�$�G�G�L�W�L�R�Q�D�O���7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´���K�D�Y�H���D�O�V�R��
been inserted in respect of the Trustee and the Product). The Trustee (on behalf of the Product) 
has the right, in the event of insolvency or the occurrence of certain o�W�K�H�U���³�(�Y�H�Q�W�V���R�I���'�H�I�D�X�O�W�´���R�U��
�³�7�H�U�P�L�Q�D�W�L�R�Q�� �(�Y�H�Q�W�V�´�� �R�I�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�K�D�W�� �D�U�H�� �F�R�Q�W�L�Q�X�L�Q�J�� �D�W�� �W�K�H�� �U�H�O�H�Y�D�Q�W�� �W�L�P�H���� �W�R��
terminate the Swap on behalf of the Product at any time (such termination may take effect 
immediately) and without any approval from the Swap Counterparty. 
 
The actual termination events vary according to the negotiation between the Manager and each 
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�����7�K�H���I�R�O�O�R�Z�L�Q�J�V���D�U�H���V�R�P�H���H�[�D�P�S�O�H�V���R�I���³�7�H�U�P�L�Q�D�W�L�R�Q���(�Y�H�Q�W�V�´�� 

 
(a) decline in the Net Asset Value of the Product to a prescribed triggering level;  

  
(b) illegality of other similar events which affects the ability of the Swap Counterparty or the 

Product to perform its obligations under the Swap agreement; 
 

(c) change of Manager or Trustee; and 
 

(d) termination of the Product.  
 
Criteria for Selection of Swap Counterparty and Option Counterparty ���³�'�H�U�L�Y�D�W�L�Y�H���&�R�X�Q�W�H�U�S�D�U�W�\�´����  
 
In selecting a Derivative Counterparty (or a replacement Derivative Counterparty), the Manager 
will have regard to a number of criteria, including but not limited to the fact that the prospective 
Derivative Counterparty or its guarantor is a substantial financial institution (as defined under the 
Code) subject to an on-going prudential and regulatory supervision,��or such other entity 
acceptable to the SFC under the Code. The Manager may also impose such other selection 
criteria as it considers appropriate. A Derivative Counterparty must be independent of the 
Manager.  
 
As at the date of this Prospectus, the Derivative Counterparties to the Product and their 
guarantors (where relevant) are:  
 
Swap Counterparty  Place of incorporation of 

the Swap Counterparty  
�6�W�D�Q�G�D�U�G�� �	�� �3�R�R�U�¶�V�� �F�U�H�G�L�W��
rating  

J.P.Morgan Securities PLC United Kingdom �$�$�� 

Nomura Singapore Limited Singapore A- 

BNP PARIBAS SA France A+ 

Goldman Sachs United Kingdom A+ 



Citigroup Global Markets Limited United Kingdom A+ 

UBS AG Switzerland A- 

 
The Manager will publish, inter alia, the latest list of the identity of the Derivative Counterparty of 
�W�K�H�� �3�U�R�G�X�F�W���� �D�V�� �Z�H�O�O�� �D�V�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �J�U�R�V�V�� �D�Q�G�� �Q�H�W�� �H�[�S�R�V�X�U�H�� �W�R�� �H�D�F�K�� �V�X�F�K��Derivative 
�&�R�X�Q�W�H�U�S�D�U�W�\���� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H�� �D�W��https://www.csopasset.com/en/products/hk-skhy-2l 
(which has not been reviewed by the SFC). 

Collateral Arrangements 

The Manager seeks the provision of collateral to mitigate potential counterparty risks, with a view 
to ensuring that there is no uncollateralized counterparty risk exposure subject to the minimum 
�W�U�D�Q�V�I�H�U���D�P�R�X�Q�W�V���G�H�V�F�U�L�E�H�G���L�Q���W�K�H���V�H�F�W�L�R�Q���K�H�D�G�H�G���³�&�R�X�Q�W�H�U�S�D�U�W�\���(�[�S�R�V�X�U�H�´���D�E�R�Y�H�����7�K�H���F�R�O�O�D�W�H�U�D�O��
�K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���V�K�R�X�O�G���U�H�S�U�H�V�H�Q�W���D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
exposure towards the Derivative Counterparties, with the value of the collateral marked to market 
by the end of each trading day. Where collateral taken is in the nature of cash and/or government 
bonds, the market value of such cash and/or government bond collateral should represent at least 
100% of the related gross counterparty risk exposure towards the Derivative Counterparties.  
 
Collateral may take such form as the Manager considers appropriate, and currently it is in the 
form of bonds and/or cash. If a Derivative Counterparty becomes insolvent, or if a Derivative 
Counterparty fails to pay any sum payable under the Swap or the Option when due and after a 
demand has been made, or if other events of default specified in the relevant swap agreement or 
the option contract occur, the Product, subject to the terms of the swap agreement or the option 
contract, shall be entitled to enforce the relevant collateral and obtain full title thereof. In such 
�L�Q�V�W�D�Q�F�H�V���� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �R�E�O�L�J�D�W�L�R�Q�V�� �W�R���U�H�W�X�U�Q�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �Z�L�O�O���E�H�� �R�I�I�V�H�W�� �D�J�D�L�Q�V�W�� �W�K�H��Derivative 
�&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���R�E�O�L�J�D�W�L�R�Q���W�R���S�D�\���X�Q�G�H�U���W�K�H���V�Z�D�S���D�J�U�H�H�P�H�Q�W��or the option contract.  
 
The Manager has adopted measures to monitor the eligibility criteria and valuation of collateral 
provided to the Product on an ongoing basis.  
 
Collaterals taken by the Product shall comply with all applicable requirements under the Code, 
including Chapter 8.8(e) of the Code as supplemented by such other guidance from the SFC from 
time to time.  
 
The following criteria will be observed when accepting assets as collaterals for the Product: 
liquidity, daily valuation, credit quality, price volatility, diversification, correlation, management of 
operational and legal risks, enforceability, not being availability for secondary recourse and 
involving no structured product. Only cash collateral will be reinvested in accordance with the 
collateral policy set out in Part 1 of this Prospectus.   
 
The details of the collateral requirements required under the Code and the collateral policy of the 
Trust and the Product are set out in Part 1 of this Prospectus. 
 
Collateral provided to the Product must be held by the Trustee or any custodian duly appointed 
by the Trustee.  
 
�'�H�W�D�L�O�V�� �R�I�� �W�K�H�� �F�R�O�O�D�W�H�U�D�O�� �P�D�Q�D�J�H�P�H�Q�W�� �S�R�O�L�F�\�� �F�D�Q�� �E�H�� �I�R�X�Q�G�� �D�W�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H���D�W��
�K�W�W�S�V�������Z�Z�Z���F�V�R�S�D�V�V�H�W���F�R�P���H�Q���S�U�R�G�X�F�W�V���K�N���V�N�K�\�����O�����Z�K�L�F�K���K�D�V���Q�R�W���E�H�H�Q���U�H�Y�L�H�Z�H�G���E�\���W�K�H���6�)�&��.  
 
�7�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���G�H�U�L�Y�D�W�L�Y�H���H�[�S�R�V�X�U�H���P�D�\���E�H���P�R�U�H���W�K�D�Q�������������R�I���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H�� 

The Product's net derivative exposure to financial derivative instruments will not exceed 202% of 
its Net Asset Value (i) at the time of Daily rebalancing of the Product, (ii) between Daily rebalancing, 
unless due to market movements. 

https://www.csopasset.com/en/products/hk-skhy-2l
https://www.csopasset.com/en/products/hk-skhy-2l


Option Transactions 

The Product may engage in option transactions (only call option buyer in respect of the Product), 
which are financial derivative instruments that provide the Product with the right to buy an 
underlying asset at a predetermined price on or before a specified future date. These transactions 
may be conducted either through listed options on regulated exchanges or OTC options negotiated 
directly with financial institutions (the "Option Counterparties "). 

Listed options are standardized contracts with terms set by the exchange, offering greater liquidity 
and transparency, with the exchange's clearinghouse acting as the central counterparty. In contrast, 
OTC options are customized agreements tailored to the Product's specific needs regarding strike 
price, expiry, or underlying asset, and are directly negotiated with one or more Option 
Counterparties through any form or terms of the contract that are mutually agreed. The Product will 
provide an initial margin or premium, as applicable, which will be held in segregated accounts by 
the Custodian. This collateral may be transferred to the Option Counterparty only upon the 
occurrence of specified events, such as a default by the Product under the terms of the option 
agreement. In return for providing this option exposure, the Option Counterparties are entitled to 
the premium paid by the Product. The primary purpose of entering into such option transactions is 
to gain or enhance the Product's targeted exposure to the Underlying Stock.  

Costs from Swaps and Options 

�7�K�H���3�U�R�G�X�F�W���Z�L�O�O���E�H�D�U���W�K�H���F�R�V�W�V���I�U�R�P���6�Z�D�S�V���D�Q�G���2�S�W�L�R�Q�V���� �� 

�7�K�H���V�Z�D�S���I�H�H�V���L�Q�F�O�X�G�H���D�O�O���F�R�V�W�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���6�Z�D�S���W�U�D�Q�V�D�F�W�L�R�Q�V���D�Q�G���D�U�H���V�X�E�M�H�F�W���W�R���W�K�H���G�L�V�F�X�V�V�L�R�Q��
�D�Q�G�� �F�R�Q�V�H�Q�V�X�V�� �E�H�W�Z�H�H�Q�� �W�K�H�� �0�D�Q�D�J�H�U�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �E�D�V�H�G�� �R�Q�� �W�K�H�� �D�F�W�X�D�O�� �P�D�U�N�H�W��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���R�Q���D���F�D�V�H���E�\���F�D�V�H���E�D�V�L�V�����7�K�H���V�Z�D�S���I�H�H�V���U�H�S�U�H�V�H�Q�W���D���Y�D�U�L�D�E�O�H���V�S�U�H�D�G�����Z�K�L�F�K���F�D�Q���E�H��
�S�R�V�L�W�L�Y�H���R�U���Q�H�J�D�W�L�Y�H�����S�O�X�V���6�R�X�W�K���.�R�U�H�D�Q���%�D�V�H���5�D�W�H���'�D�L�O�\1�����³�.�2�&�5�' �´�����Z�K�L�F�K���U�H�I�O�H�F�W�V���W�K�H���E�U�R�N�H�U�D�J�H��
�F�R�P�P�L�V�V�L�R�Q�� �D�Q�G���W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �L�Q�� �R�U�G�H�U�� �W�R��
�S�U�R�Y�L�G�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���W�Z�R���W�L�P�H�V���O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N���� 

�,�I���W�K�H���V�Z�D�S���I�H�H�����.�2�&�5�' ���S�O�X�V���V�S�U�H�D�G�����L�V���D���S�R�V�L�W�L�Y�H���I�L�J�X�U�H�����W�K�H�Q���L�W���Z�L�O�O���E�H���E�R�U�Q�H���E�\���W�K�H���3�U�R�G�X�F�W���D�Q�G��
�P�D�\���K�D�Y�H���D�Q���D�G�Y�H�U�V�H���L�P�S�D�F�W���R�Q���L�W�V���1�H�W���$�V�V�H�W���9�D�O�X�H���D�Q�G���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����D�Q�G���P�D�\��
�U�H�V�X�O�W���L�Q���D���Q�H�J�D�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���W�U�D�F�N�L�Q�J���G�L�I�I�H�U�H�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����2�Q���W�K�H���F�R�Q�W�U�D�U�\�����L�I���W�K�H���V�Z�D�S��
�I�H�H�����.�2�&�5�' ���S�O�X�V���V�S�U�H�D�G�����L�V���D���Q�H�J�D�W�L�Y�H���I�L�J�X�U�H�����W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���Z�L�O�O���S�D�\���W�K�H���V�Z�D�S���I�H�H���W�R���W�K�H��
�3�U�R�G�X�F�W���D�Q�G���P�D�\���O�H�D�G���W�R���D���S�R�V�L�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���W�U�D�F�N�L�Q�J���G�L�I�I�H�U�H�Q�F�H���R�I���W�K�H���3�U�R�G�X�F�W�����F�X�U�U�H�Q�W�O�\���W�K�H��
�V�Z�D�S���I�H�H�V���D�U�H���H�[�S�H�F�W�H�G���W�R���U�D�Q�J�H���I�U�R�P���������������W�R������ ���������� �S�H�U���D�Q�Q�X�P���R�I���W�K�H���6�Z�D�S���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W����
�L���H�����I�U�R�P�������������� �W�R���������������� �S�H�U���D�Q�Q�X�P���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H�����7�K�L�V���L�V���D���E�H�V�W���H�V�W�L�P�D�W�H���R�Q�O�\��
�D�Q�G���P�D�\���G�H�Y�L�D�W�H���I�U�R�P���W�K�H���D�F�W�X�D�O���P�D�U�N�H�W���F�R�Q�G�L�W�L�R�Q�V�������,�Q���H�[�W�U�H�P�H���P�D�U�N�H�W���F�R�Q�G�L�W�L�R�Q�V���D�Q�G���H�[�F�H�S�W�L�R�Q�D�O��
�F�L�U�F�X�P�V�W�D�Q�F�H�V���� �W�K�H�� �E�U�R�N�H�U�D�J�H�� �F�R�P�P�L�V�V�L�R�Q�� �D�Q�G�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J���W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���K�H�G�J�H���P�D�\���L�Q�F�U�H�D�V�H���V�L�J�Q�L�I�L�F�D�Q�W�O�\���D�Q�G���L�Q���U�H�W�X�U�Q���L�Q�F�U�H�D�V�H���W�K�H���V�Z�D�S���I�H�H�V�����:�K�H�Q���W�K�H���D�F�W�X�D�O��
�V�Z�D�S�� �I�H�H�� �O�H�Y�H�O�� �H�[�F�H�H�G�V�� �W�K�H�� �G�L�V�F�O�R�V�H�G�� �O�H�Y�H�O���� �W�K�H�� �0�D�Q�D�J�H�U�� �Z�L�O�O�� �L�V�V�X�H�� �Q�R�W�L�F�H�� �W�R�� �W�K�H�� �L�Q�Y�H�V�W�R�U�V�����7�K�H��
�3�U�R�G�X�F�W�� �V�K�D�O�O�� �E�H�D�U�� �W�K�H�� �V�Z�D�S�� �I�H�H�V�� ���L�Q�F�O�X�G�L�Q�J�� �D�Q�\�� �F�R�V�W�V�� �D�V�V�R�F�L�D�W�H�G�� �Z�L�W�K�� �W�K�H�� �H�Q�W�H�U�L�Q�J�� �L�Q�W�R���� �R�U��
�X�Q�Z�L�Q�G�L�Q�J�� �R�U�� �P�D�L�Q�W�H�Q�D�Q�F�H�� �R�I���� �D�Q�\�� �K�H�G�J�L�Q�J�� �D�U�U�D�Q�J�H�P�H�Q�W�V�� �L�Q���U�H�V�S�H�F�W���R�I�� �V�X�F�K�� �6�Z�D�S�V�������6�Z�D�S�� �I�H�H�V��

 
1 The Bank of Korea Base Rate is the reference policy rate applied in transactions between the Bank of 
Korea and financial institutions, such as repurchase agreements (RPs) and the Bank's liquidity adjustment 
deposits and loans. It is called the Base Rate for short. 
 
The Bank of Korea uses the Base Rate as a fixed bid rate for its sales of 7-day RPs and as the minimum bid 
rate for its purchases of 7-day RPs. The interest rate for liquidity adjustment deposits is 50bp below the Base 
Rate, with a minimum of 0%. For liquidity adjustment loans. the interest rate is 50bp above the Base Rate, 
and if the Base Rate is less than 0.5%, it will be twice the Base Rate. 
 
The Monetary Policy Board of the Bank of Korea meets eight times per year to determine the Base Rate, 
taking into overall consideration the price movements, domestic and overseas economic and financial market 
conditions and so on. The Base Rate has a prompt impact on the call rate, i.e. overnight inter-bank lending 
rate, and this leads to changes in short- and long-term market rates and deposit and loan rates, thus ultimately 
influencing activities in the real economy. 



�D�U�H�� �D�F�F�U�X�H�G�� �G�D�L�O�\�� �D�Q�G�� �V�S�U�H�D�G�� �R�X�W�� �R�Y�H�U�� �W�K�H�� �P�R�Q�W�K�����7�K�H�� �P�D�[�L�P�X�P�� �X�Q�Z�L�Q�G�L�Q�J�� �I�H�H�� �S�D�\�D�E�O�H�� �E�\�� �W�K�H��
�3�U�R�G�X�F�W���L�V�������E�S�V���S�H�U���W�U�D�Q�V�D�F�W�L�R�Q���R�Q���W�K�H���Q�R�W�L�R�Q�D�O���D�P�R�X�Q�W���R�I���W�K�H���6�Z�D�S���X�Q�Z�R�X�Q�G�� 

The costs from swaps and options are expected to: 

�x range from 5.75% to 13.00% per annum of the swap and option notional amount, i.e. from 
�������������� �W�R�� �������������� �S�H�U�� �D�Q�Q�X�P�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �1�$�9���� �Z�L�W�K�� �W�K�H�� �H�[�S�H�F�W�H�G�� �X�V�H�� �R�I�� �R�S�W�L�R�Q�V�� �D�W��
�D�U�R�X�Q�G�����������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�$�9�� 

�x range from 7.50% to 18.00% per annum of the swap and option notional amount, i.e. from 
���������������W�R�����������������S�H�U���D�Q�Q�X�P���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�$�9�����X�Q�G�H�U���H�[�F�H�S�W�L�R�Q�D�O���F�L�U�F�X�P�V�W�D�Q�F�H�V���R�U���L�Q��
extreme market turbulence where the Product invests up to 40% of its NAV in options.  

This is a best estimate only and may deviate from the actual market conditions. In extreme market 
conditions and exceptional circumstances, the costs of portfolio construction may increase 
significantly and in return increase the costs from swaps and options. When the actual costs from 
swaps and options exceeds the disclosed level, the Manager will issue notice to the investors.  

The Manager will disclose the swap fees and costs from options in the semi-annual and annual 
financial reports of the Product.  

The swap fees and costs from options will be borne by the Product and hence may have an 
adverse impact on the Net Asset Value and the performance of the Product, and may result in 
higher tracking error.  

Daily rebalancing of the Product  

The Product will rebalance its position on a day when the SEHK and the Korea Exchange are open 
for normal trading (i.e. a Business Day*). At or around the close of trading of the Korea Exchange 
on each Business Day, the Product will seek to rebalance its portfolio, by increasing exposure in 
response to the Underlying Stock�¶�V��two times Daily gains or reducing exposure in response to the 
Underlying Stock�¶�V��two times Daily losses, so that its Daily leveraged exposure ratio to the 
Underlying Stock �L�V���F�R�Q�V�L�V�W�H�Q�W���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�� 

The table below illustrates how the Product as a leveraged product will rebalance its position 
following the movement of the price of the Underlying Stock by the end of trading of the relevant 
markets. Assuming that the initial Net Asset Value of the Product is 100 on day 0, the Product will 
need to have an exposure of 200 to meet the objective of the Product. If the price of the Underlying 
Stock increases by 10% during the day, the Net Asset Value of the Product would have increased 
to 120, making the exposure of the Product 220. As the Product needs an exposure of 240, which 
is 2x the �3�U�R�G�X�F�W�¶s Net Asset Value at closing, the Product will need to rebalance its position by an 
additional 20. Day 1 illustrates the rebalancing requirements if the price of the Underlying Stock 
falls by 5% on the subsequent day.   

 �&�D�O�F�X�O�D�W�L�R�Q �'�D�\���� �'�D�\���� �'�D�\���� 

(a) Initial Product NAV   100 120 108 

(b) Initial exposure (b) = (a) × 2  200 240 216 

(c) Daily change of price of Underlying 
Stock (%)   10% -5% 5% 

(d) Profit / loss on exposure (d) = (b) × (c)  20 -12 10.8 

(e) Closing Product NAV (e) = (a) + (d) 120 108 118.8 

(f) Exposure (f) = (b) × (1+(c))  220 228 226.8 

 
* Circumstances (as the case may be and as applicable) such as, but not limited to, trading halts due to stock 
price limits, market circuit breakers, unforeseen incidents, or other disruptions may impede normal trading 
activities. On such occasions, the day may not qualify as a Business Day, unless otherwise agreed by the 
Manager and the Trustee. There may be no rebalancing for the day which may not qualify as a Business Day. 



(g) Target exposure to maintain 

leverage ratio (g) = (e) × 2  240 216 237.6 

(h) Required rebalancing amounts (h) = (g) - (f) 20 -12 10.8 

The above figures are calculated before fees and expenses. 

Overview of Korea n Capital  Market  

The Korea Exchange (KRX) was established in 2005 through the merger of the Korea Stock 
Exchange (founded in 1956), the KOSDAQ Market (launched in 1996 for tech and venture firms), 
and the Korea Futures Exchange. The KRX operates three equity market segments, namely the 
KOSPI Market, the KOSDAQ Market and the KONEX Market. The KOSPI Market serves as the 
main board and is largely comprised of large-cap and blue-chip companies. The KOSDAQ Market 
focuses mainly on startup companies as well as SMEs in such tech-savvy area as IT (information 
technology), BT (bio technology) and CT (culture technology). The KONEX Market is a new market 
established in 2013 for small- and medium-sized enterprises exclusively in order to form the basis 
of creative economy by reinforcing support through the capital market for SMEs at the early stage. 
As of 8 April 2026, there are 2,769 listed companies across the equity markets in the KRX, with a 
total market capitalisation of KRW 5,444 trillion. 

The key trading information of the Korean stock market are as follows: 

Key indexes  KOSPI / KOSPI 200 / KOSDAQ 

Trading hours  

(Korea Standard 

Time)  

Pre-hours session: 0800-0900 (0700-0800 Hong Kong time) 

Regular trading session: 0900-1530 (0800-1430 Hong Kong time) 

After-hours session: 1540-1800 (1440-1700 Hong Kong time) 

Trading lot size  1 share 

Settlement  T+2 

Daily price limit  

For the KOSPI and the KOSDAQ Markets: +/-30% 

For the KONEX Market: +/-15% 

The daily price limits apply to an individual security based on the closing 

price of the security on the previous day. Once the daily price limit is 

reached, no trades can be executed outside the aforementioned ranges 

for the remainder of the trading session. For the avoidance of doubt, 

trading can continue to take place within ranges, including at the limit 

price itself. 

Circuit breakers  

The 3 phases of circuit breakers in the KOSPI and the KOSDAQ Markets 

are below: 

�x Phase 1: If the index (KOSPI or KOSDAQ Index) decreases by 

8% or more from the previous day's closing price for one minute, 

the trading of the market will be suspended for 20 minutes. 

�x Phase 2: If the index (KOSPI or KOSDAQ Index) decreases by 

15% or more from the previous day's closing price for one minute 

and the index decreases by an additional 1% from the time the 

first set of circuit breaker is exercised. The trading of the market 

will be suspended for 20 minutes. 



�x Phase 3: If the index (KOSPI or KOSDAQ Index) decreases by 

20% or more from the previous day's closing price for one minute 

and the index decreases by an additional 1% from the time the 

second set of circuit breaker is exercised. The trading of the 

market will be suspended for the remainder of the day with no off-

market trading. 

The implementation of each phase of circuit breakers is limited to one 

time in one day. Phases 1 and 2 are not triggered during 40 minutes 

before the market closing whereas phase 3 is triggered during that time 

period. 

Volatility 

interruption  

When the price changes by 10% or more from the previous single price 

execution (static VI), or the newly executed price is +/-2~6%* than the 

previously latest executed price (dynamic VI), a two-minute cooling 

period (periodic call auction for 2 minutes) will be triggered.  
�1�R�W�H�� 

�
���3�H�U�F�H�Q�W�D�J�H���G�L�I�I�H�U�V���G�H�S�H�Q�G�L�Q�J���R�Q���L�W�V���P�D�U�N�H�W���R�U���W�K�H���W�U�D�G�L�Q�J���K�R�X�U�V�� 

 
For more information, please refer to the �.�5�;�¶�V��website: https://global.krx.co.kr/main/main.jsp 
(which has not been reviewed by the SFC). 

Underlying Stock  

SK hynix Inc. is a company that engages in the design, manufacture and sale of advanced memory 
semiconductors, including dynamic random-access memory and NAND flash memory. SK hynix 
Inc. is listed on the Korea Exchange, a stock exchange based in the Korea. 

Borrowing policy and restriction  

Borrowing against the assets of the Product is allowed up to a maximum of 10% of its latest 
available Net Asset Value, only on a temporary basis for the purposes of meeting redemption 
requests or defraying operating expenses.  

Comparison between the performance of the Underlying Stock and the leveraged 
performance of the Underlying Stock for a period longer than one day (i.e. comparison of 
the point -to-point performance)   
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�,�Q�Y�H�V�W�R�U�V�� �V�K�R�X�O�G�� �Q�R�W�H�� �W�K�D�W�� �G�X�H�� �W�R�� �W�K�H�� �H�I�I�H�F�W�� �R�I�� �³�S�D�W�K�� �G�H�S�H�Q�G�H�Q�F�\�´�� ���D�V�� �H�[�S�O�D�L�Q�H�G�� �E�H�O�R�Z���� �D�Q�G��
compounding of the Daily returns of the Underlying Stock, the performance of the Underlying Stock 
multiplied by two (and as a result the performance of the Product before deduction of fees and 
expenses) for periods longer than a single day, especially in periods of market volatility which has 
a negative impact on the accumulative return of the Product, may not be twice the return of the 
Underlying Stock and may be completely uncorrelated to the extent of change of the price of the 
Underlying Stock over the same period. 

�)�R�U�� �I�X�U�W�K�H�U�� �L�O�O�X�V�W�U�D�W�L�R�Q�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �X�Q�G�H�U�� �G�L�I�I�H�U�H�Q�W�� �P�D�U�N�H�W�� �F�R�Q�G�L�W�L�R�Q�V���� �L�Q�Y�H�V�W�R�U�V��
�P�D�\�� �D�F�F�H�V�V�� �W�K�H�� �³�S�H�U�I�R�U�P�D�Q�F�H�� �V�L�P�X�O�D�W�R�U�´�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Z�H�E�V�L�W�H�� �D�W 
https://www.csopasset.com/en/products/hk-skhy-2l (which has not been reviewed by the SFC), 
�Z�K�L�F�K���Z�L�O�O���V�K�R�Z���W�K�H���3�U�R�G�X�F�W�¶�V���K�L�V�W�R�U�L�F�D�O���S�H�U�I�R�U�P�D�Q�F�H���G�D�W�D���G�X�U�L�Q�J���D���V�H�O�H�F�W�H�G���W�L�P�H���S�H�U�L�R�G���V�L�Q�F�H���W�K�H��
launch of the Product.  

�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\ 
 
As explained above, the Product tracks the leveraged performance of the �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N, if 
observed on a Daily basis. However, due to path dependency of the performance of the Underlying 
Stock and the Daily leveraged performance of the Underlying Stock, when comparing the 
performance of the Underlying Stock and the leveraged performance of the Underlying Stock for a 
period longer than one day (i.e. comparison of the point-to-point performance), the historical 
leveraged performance of the Underlying Stock will not be equal to the simple leveraged 
performance of the Underlying Stock over the same period of time. 
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�x �����������S���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q��������
�2�F�W�R�E�H�U�������������E�X�W���P�D�\���E�H���S�R�V�W�S�R�Q�H�G���E�\��
�W�K�H���0�D�Q�D�J�H�U���W�R���Q�R���O�D�W�H�U���W�K�D�Q�������������S���P����
���+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q������ ���1�R�Y�H�P�E�H�U���������� 

�$�I�W�H�U���O�L�V�W�L�Q�J�����S�H�U�L�R�G���F�R�P�P�H�Q�F�H�V���R�Q���W�K�H���/�L�V�W�L�Q�J��
�'�D�W�H�� 

 

�x �$�O�O���L�Q�Y�H�V�W�R�U�V���P�D�\���V�W�D�U�W���W�U�D�G�L�Q�J���8�Q�L�W�V���R�Q���W�K�H��
�6�(�+�.���W�K�U�R�X�J�K���D�Q�\���G�H�V�L�J�Q�D�W�H�G���E�U�R�N�H�U�V����
�D�Q�G 
 

�x �3�D�U�W�L�F�L�S�D�W�L�Q�J���'�H�D�O�H�U�V���P�D�\���D�S�S�O�\���I�R�U��
�F�U�H�D�W�L�R�Q���D�Q�G���U�H�G�H�P�S�W�L�R�Q�����I�R�U���W�K�H�P�V�H�O�Y�H�V��
�R�U���I�R�U���W�K�H�L�U���F�O�L�H�Q�W�V�����L�Q���$�S�S�O�L�F�D�W�L�R�Q���8�Q�L�W���V�L�]�H 

�x �&�R�P�P�H�Q�F�H���D�W�������������D���P�������+�R�Q�J���.�R�Q�J��
�W�L�P�H�����R�Q���������2�F�W�R�E�H�U���������������E�X�W���P�D�\���E�H��
�S�R�V�W�S�R�Q�H�G���E�\���W�K�H���0�D�Q�D�J�H�U���W�R���D���G�D�W�H���Q�R��
�O�D�W�H�U���W�K�D�Q���������1�R�Y�H�P�E�H�U���������� 

�x �����������D���P�������+�R�Q�J���.�R�Q�J���W�L�P�H�����W�R�������������S���P����
���+�R�Q�J���.�R�Q�J���W�L�P�H�����R�Q���H�D�F�K���'�H�D�O�L�Q�J���'�D�\�� 

 

 

�(�[�F�K�D�Q�J�H���/�L�V�W�L�Q�J���D�Q�G���7�U�D�G�L�Q�J�����6�H�F�R�Q�G�D�U�\���0�D�U�N�H�W�� 

Application has been made to the Listing Committee of the SEHK for the listing of, and permission 
to deal in the Units traded in HKD. 

Units are neither listed nor dealt on any other stock exchange and no application for such listing or 
permission to deal is being sought as at the date of this Prospectus. Application may be made in 
the future for a listing of Units on one or more other st�R�F�N���H�[�F�K�D�Q�J�H�V�����,�Q�Y�H�V�W�R�U�V�¶���D�W�W�H�Q�W�L�R�Q���L�V���G�U�D�Z�Q��
�W�R�� �W�K�H�� �V�H�F�W�L�R�Q�� �H�Q�W�L�W�O�H�G�� �³�(�[�F�K�D�Q�J�H�� �/�L�V�W�L�Q�J�� �D�Q�G�� �7�U�D�G�L�Q�J�� ���6�H�F�R�Q�G�D�U�\�� �0�D�U�N�H�W���´�� �L�Q�� �3�D�U�W�� ���� �R�I�� �W�K�L�V��
Prospectus for further information. 

Dealings on the SEHK in Units traded in HKD are expected to begin on 16 October 2025.  

Participating Dealers should note that they will not be able to sell or otherwise deal in the Units on 
the SEHK until dealings begin on the SEHK. 

The ISIN number of the Product is HK0001205258. 

Distribution Policy  

The Manager intends to distribute income to Unitholders annually (in December) having regard to 
�W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���L�Q�F�R�P�H��after fees and costs.  

The Manager will also have the discretion to determine if and to what extent distributions (whether 
directly or effectively) will be paid out of capital of the Product. 

The Manager may, at its discretion, pay distributions out of capital. The Manager may also, at its 
discretion, pay distributions out of gross income while all or part of the fees and expenses of the 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 



income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of capital.  Investors should note that payments of distributions out of capital 
�R�U�� �H�I�I�H�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �F�D�S�L�W�D�O�� �D�P�R�X�Q�W�V�� �W�R�� �D�� �U�H�W�X�U�Q�� �R�U�� �Z�L�W�K�G�U�D�Z�D�O�� �R�I�� �S�D�U�W�� �R�I�� �D�Q�� �L�Q�Y�H�V�W�R�U�¶�V�� �R�U�L�J�L�Q�D�O��
investment or from any capital gains attributable to that original investment. Any distributions 
involving pa�\�P�H�Q�W�� �R�X�W�� �R�I�� �R�U�� �H�I�I�H�F�W�L�Y�H�O�\�� �R�X�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�D�S�L�W�D�O�� �P�D�\�� �U�H�V�X�O�W�� �L�Q�� �D�Q�� �L�P�P�H�G�L�D�W�H��
reduction in the Net Asset Value per Unit and will reduce any capital appreciation for the Unitholders. 
There is no guarantee of any regular distribution. 

The composition of the distributions (i.e. the relative amounts paid out of net distributable income 
and capital) for the last 12 months are available by the Manager on request and also on the 
�0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H https://www.csopasset.com/en/products/hk-skhy-2l (which has not been 
reviewed by the SFC).  

The distribution policy may be amended subject to the SFC�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O���D�Q�G���X�S�R�Q���J�L�Y�L�Q�J���Q�R�W��
�O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V���� 

Distributions (if declared) will be declared in the base currency of the Product (i.e. USD). The 
Manager will make an announcement prior to any distribution in respect of the relevant distribution 
amount in USD only. The details of the distribution declaration dates, distribution amounts and ex-
�G�L�Y�L�G�H�Q�G�� �S�D�\�P�H�Q�W�� �G�D�W�H�V�� �Z�L�O�O�� �E�H�� �S�X�E�O�L�V�K�H�G�� �R�Q�� �W�K�H�� �0�D�Q�D�J�H�U�¶�V�� �Z�H�E�V�L�W�H 
https://www.csopasset.com/en/products/hk-skhy-2l (which has not been reviewed by the SFC) and 
�R�Q�� �+�.�(�;�¶�V�� �Z�H�E�V�L�W�H 
http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx (which 
has not been reviewed by the SFC).  

There can be no assurance that distributions will be paid.  

Each Unitholder will receive distributions in USD. Unitholders are advised to check with their 
brokers/intermediaries on the arrangements concerning distributions.  

Distribution payment rates in respect of Units will depend on factors beyond the control of the 
Manager or Trustee including, general economic conditions, and the financial position and dividend 
or distribution policies of the relevant underlying entities. There can be no assurance that such 
entities will declare or pay dividends or distributions. 

Fees and Expenses  

�0�D�Q�D�J�H�P�H�Q�W���)�H�H�� 

The Product pays a Management Fee as a single flat fee, currently at 1.6% per year of the Net 
�$�V�V�H�W���9�D�O�X�H���R�I�� �W�K�H���3�U�R�G�X�F�W���� �3�O�H�D�V�H���U�H�I�H�U���W�R���W�K�H���V�H�F�W�L�R�Q���³�)�H�H�V���D�Q�G���(�[�S�H�Q�V�H�V�´���D�V���W�R���W�K�H fees and 
charges included in the Management Fee. The Management Fee is calculated as at each Dealing 
Day and payable monthly in USD in arrears out of the Trust Fund. 

The Management Fee may be increased up to 3% per year of the Net Asset Value of the Product, 
�R�Q���R�Q�H���P�R�Q�W�K�¶�V���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�����R�U���V�X�F�K���V�K�R�U�W�H�U���S�H�U�L�R�G���D�V���D�S�S�U�R�Y�H�G���E�\���W�K�H���6�)�&�������,�Q���W�K�H���H�Y�H�Q�W��
that such fee is to be increased beyond this rate (which is the maximum rate set out in the Trust 
�'�H�H�G�������V�X�F�K���L�Q�F�U�H�D�V�H���Z�L�O�O���E�H���V�X�E�M�H�F�W���W�R���W�K�H���8�Q�L�W�K�R�O�G�H�U�V�¶���D�Q�G���W�K�H���6�)�&�¶�V���D�S�S�U�R�Y�D�O�� 

The Trustee fee is inclusive in the Management Fee.  

Swap fees  

�'�H�W�D�L�O�V���R�I���W�K�H���V�Z�D�S���I�H�H�V���D�Q�G���L�Q�G�L�U�H�F�W���F�R�V�W�V���D�U�H���V�H�W���R�X�W���L�Q���W�K�H���V�H�F�W�L�R�Q���³�6�Z�D�S���I�H�H�V�´���L�Q���W�K�L�V���$�S�S�H�Q�G�L�[. 

Risk Factors Specific to the Product  

In addition to the risk factors presented in Part 1 of this Prospectus, the risk factors set forth below 
are also specific risks, in the opinion of the Manager, considered to be relevant and presently 

https://www.csopasset.com/en/products/hk-skhy-2l
https://www.csopasset.com/en/products/hk-skhy-2l
http://www.hkexnews.hk/listedco/listconews/advancedsearch/search_active_main.aspx


applicable specifically to the Product. 

�5�L�V�N�V���$�V�V�R�F�L�D�W�H�G���Z�L�W�K���,�Q�Y�H�V�W�L�Q�J���L�Q���)�L�Q�D�Q�F�L�D�O���'�H�U�L�Y�D�W�L�Y�H���,�Q�V�W�U�X�P�H�Q�W�V�����W�K�H���³�)�'�,�V�´�� 

The risks associated with the use of FDIs are different from, or possibly greater than, the risks 
associated with investing directly in Securities and other traditional investments. Generally, a 
derivative is a financial contract the value of which depends upon, or is derived from, the value of 
an underlying asset, reference rate or index, and may relate to stocks, bonds, interest rates, 
currencies or currency exchange rates, commodities, and related indices. Any Product investing in 
FDIs may utilise both exchange-traded and over-the-counter derivatives. Compared to equity 
securities, FDIs can be more sensitive to changes in market prices of the underlying assets and 
thus market prices of FDIs may fall in value as rapidly as they may rise. Investors investing in such 
Products are exposed to a higher degree of fluctuation in value than a Product which does not 
invest in FDIs. Transactions in over-the-counter FDIs may involve additional risk such as the risk 
that a counterparty defaults as there is no regulated market for such FDIs. Investing in FDIs also 
involves other types of risks including, but not limited to, the risk of adopting different valuation 
methodologies and imperfect correlation between the FDI and its underlying securities, rates and 
indices. Risks associated with FDIs also include counterparty/credit risk, liquidity risk, valuation risk, 
volatility risk and over-the-counter transaction risk. The leverage element/component of a FDI can 
result in a loss significantly greater than the amount invested in the FDI by a Product. Exposure to 
FDIs may lead to a high risk of significant loss by a Product. There is no assurance that any 
derivative strategy used by a Product will succeed. 

Single Stock C oncentration Risk  

The Product is subject to concentration risk as a result of tracking the leveraged performance of 
the single Underlying Stock. The value of the Product may be more volatile than that of a fund 
having a more diverse portfolio of investments due to the non-diversified nature of investing in the 
single Underlying Stock. The value of the Product may be more susceptible to adverse conditions 
in respect of such particular Underlying Stock. 

Extreme Price Volatility Risk  

Prices of the Product may be more volatile than conventional ETFs because of the use of leverage 
and the daily rebalancing activities and the leverage effect. Furthermore, the Product is 
concentrated in a single Underlying Stock. Given its non-diversified and leveraged nature, the 
Product is subject to extreme price volatility and may become non-viable within a short period. You 
may lose a significant portion or all of your investment within one day. 

Under exceptional circumstances where the Product is at significant risk of becoming non-viable, 
the Manager may use its discretion to deviate from the investment strategy or take defensive 
measures, which may include (i) liquidating swap positions and re-entering the swap contracts at 
the market close on the same Business Day depending on market condition; (ii) activating a stop 
loss mechanism for swap positions; and (iii) suspending trading of the Product, in order to safeguard 
the interests of the Product and its Unitholders to prevent potential negative fund value and protect 
the interests of the investors. Such circumstances may arise if there are extreme price movements 
of the Underlying Stock and the Manager will issue a notice to inform investors. 

Regarding the stop loss mechanism, the Manager has pre-agreed with each Swap Counterparty in 
the contractual terms set out in the agreements a mechanism that aims to limit the downside of the 
relevant swap positions so that such positions retain at least ���������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�$�9���R�I���W�K�H���O�D�V�W��
Business Day (before any fees and costs, including but not limited to swap fee and unwinding fee) 
for each dealing day should the Underlying Stock experience extreme price movements. For the 
avoidance of doubt, this mechanism applies solely at the level of the relevant swap positions and 
�G�R�H�V�� �Q�R�W�� �F�R�Q�V�W�L�W�X�W�H���� �Q�R�U�� �V�K�R�X�O�G�� �L�W�� �E�H�� �F�R�Q�V�W�U�X�H�G�� �D�V���� �D�� �I�O�R�R�U�� �R�U�� �J�X�D�U�D�Q�W�H�H�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �R�Y�H�U�D�O�O��
portfolio or its NAV. If that eventuates, the indicative NAV of the Product will reflect the impact of 
the stop loss mechanism in respect of the swap positions, among other factors. However, the NAV 
�R�U���L�Q�G�L�F�D�W�L�Y�H���1�$�9���R�I���W�K�H���3�U�R�G�X�F�W���P�D�\���Q�R�W���Q�H�F�H�V�V�D�U�L�O�\���E�H���P�D�L�Q�W�D�L�Q�H�G���D�W�����������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���1�$�9��



of the last Business Day, including as a result of fees, costs, expenses, other investments of the 
Product, market movements or other circumstances. 

The stop loss mechanism may result in a greater tracking difference and a higher risk that the 
Product is traded at a premium or discount in the secondary market. Investors should refer to the 
indicative NAV and NAV of the last Business Day of the Product �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Z�H�E�V�L�W�H�� �D�Q�G��
should take caution to ascertain whether the secondary trading prices are reasonable. 

Please note that there is no guarantee that (i) the stop loss mechanism will fully and effectively 
achieve its desired result; and (ii) the secondary trading prices of the Product will reflect such swap 
stop loss mechanism. 

Risks associated with the Underlying Stock �± SK hynix Inc.  

Risks specific to the Underlying Stock 

The Underlying Stock is subject to many risks that can negatively impact its revenue and viability 
including, but are not limited to price volatility risk, management risk, inflation risk, global economic 
risk, growth risk, supply and demand risk, operations risk, regulatory risk, environmental risk, 
terrorism risk and the risk of natural disasters. The Underlying Stock performance may be affected 
�E�\���W�K�H���F�R�P�S�D�Q�\�¶�V���D�E�L�O�L�W�\���W�R���L�G�H�Q�W�L�I�\���Q�H�Z���S�U�R�G�X�F�W�V�����W�H�F�K�Q�R�O�R�J�L�H�V���R�U���V�H�U�Y�L�F�H�V�����J�O�R�E�D�O���F�R�P�S�H�W�L�W�L�R�Q���D�Q�G��
business conditions, its dependence on third-party product manufacturers, product defect issues, 
cybersecurity breaches, and customer concentration. 

�)�X�U�W�K�H�U�P�R�U�H�����6�.���K�\�Q�L�[���,�Q�F�����I�D�F�H�V���L�Q�W�H�Q�V�H���J�O�R�E�D�O���F�R�P�S�H�W�L�W�L�R�Q���L�Q���Y�D�U�L�R�X�V���V�H�J�P�H�Q�W�V���R�I���L�W�V���E�X�V�L�Q�H�V�V����
�0�D�M�R�U�� �F�R�P�S�H�W�L�W�R�U�V�� �L�Q�� �W�K�H���G�\�Q�D�P�L�F�� �U�D�Q�G�R�P���D�F�F�H�V�V�� �P�H�P�R�U�\���D�Q�G�� �1�$�1�'�� �I�O�D�V�K�� �P�H�P�R�U�\�� �P�D�U�N�H�W�V��
�L�Q�F�O�X�G�H�����I�R�U���H�[�D�P�S�O�H�����6�D�P�V�X�Q�J���(�O�H�F�W�U�R�Q�L�F�V���&�R�������/�W�G�����D�Q�G���0�L�F�U�R�Q���7�H�F�K�Q�R�O�R�J�\���,�Q�F������ 

Korean market risk 

�,�Q�Y�H�V�W�R�U�V���V�K�R�X�O�G���E�H���D�Z�D�U�H���R�I���W�K�H���S�R�W�H�Q�W�L�D�O���P�D�U�N�H�W���U�L�V�N�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���W�U�D�G�L�Q�J���L�Q���W�K�H���.�R�U�H�D�Q���P�D�U�N�H�W����
�S�D�U�W�L�F�X�O�D�U�O�\�� �W�K�H�� �L�P�S�D�F�W���R�I�� �F�L�U�F�X�L�W���E�U�H�D�N�H�U�V�� �D�Q�G���G�D�L�O�\�� �S�U�L�F�H�� �O�L�P�L�W�V�����7�K�H�� �.�R�U�H�D�Q�� �V�W�R�F�N���H�[�F�K�D�Q�J�H���K�D�V��
�P�H�F�K�D�Q�L�V�P�V���V�X�F�K���D�V���F�L�U�F�X�L�W���E�U�H�D�N�H�U�V���R�U���G�D�L�O�\���O�L�P�L�W���X�S���G�R�Z�Q���U�X�O�H�V���W�K�D�W���P�D�\���K�D�Y�H���S�R�V�V�L�E�L�O�L�W�L�H�V���W�R���O�H�D�G��
�W�R���D���P�D�U�N�H�W���K�D�O�W�����U�H�V�X�O�W�L�Q�J���L�Q���W�K�H���V�X�V�S�H�Q�V�L�R�Q���R�I���W�U�D�G�L�Q�J���D�F�W�L�Y�L�W�L�H�V���I�R�U���W�K�H���G�D�\�����7�K�H�V�H���L�Q�W�H�U�U�X�S�W�L�R�Q�V���F�D�Q��
�D�I�I�H�F�W���W�K�H���Q�R�U�P�D�O���U�H�E�D�O�D�Q�F�L�Q�J���S�U�R�F�H�V�V���R�I�� �W�K�H���3�U�R�G�X�F�W�����W�K�H�U�H�E�\���L�P�S�D�F�W�L�Q�J���L�W�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���W�K�H��
�W�D�U�J�H�W�H�G�� �H�[�S�R�V�X�U�H�� �O�H�Y�H�O�V���� �&�R�Q�V�H�T�X�H�Q�W�O�\���� �W�K�L�V�� �P�D�\�� �O�H�D�G�� �W�R�� �D�Q�� �L�Q�F�U�H�D�V�H�G�� �W�U�D�F�N�L�Q�J�� �G�L�I�I�H�U�H�Q�F�H���� �,�Q��
�H�[�W�U�H�P�H���V�F�H�Q�D�U�L�R�V���Z�K�H�U�H���W�U�D�G�L�Q�J���L�V���K�D�O�W�H�G���G�X�H���W�R���W�K�H�V�H���P�H�F�K�D�Q�L�V�P�V�����W�K�H�U�H���L�V���D���S�R�V�V�L�E�L�O�L�W�\���W�K�D�W���W�K�H��
�U�H�W�X�U�Q�V�� �R�I�� �W�K�H�� �8�Q�G�H�U�O�\�L�Q�J�� �6�W�R�F�N�� �F�R�X�O�G�� �D�F�F�X�P�X�O�D�W�H�� �D�Q�G�� �U�H�I�O�H�F�W���L�Q�� �W�K�H�� �3�U�R�G�X�F�W���R�Q���W�K�H�� �Q�H�[�W�� �Q�R�U�P�D�O��
�W�U�D�G�L�Q�J�� �G�D�\�����7�K�L�V�� �D�F�F�X�P�X�O�D�W�L�R�Q�� �P�D�\�� �H�[�F�H�H�G�� �W�K�H�� �G�D�L�O�\�� �������� �G�R�Z�Q�� �O�L�P�L�W�� �V�H�W�� �E�\�� �W�K�H�� �.�R�U�H�D�Q�� �P�D�U�N�H�W����
�6�X�F�K���F�L�U�F�X�P�V�W�D�Q�F�H�V���F�D�Q���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V�� 

Memory semiconductor company risk 

�7�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����D�Q�G���F�R�Q�V�H�T�X�H�Q�W�O�\���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����L�V���V�X�E�M�H�F�W��
to the risks of the memory semiconductor sector. The risks of investments in the memory 
semiconductor sector industry include: intense competition, both domestically and internationally, 
including competition from subsidized foreign competitors with lower production costs; risks of rapid 
obsolescence of products; economic performance of the customers of memory semiconductor 
companies; and rapidly changing product and market demands. The memory semiconductor 
industry is also subject to the risk of over-reliance on the artificial intelligence industry and may be 
impacted by a slowdown or failure to meet expectations of the artificial intelligence industry. 
Furthermore, the memory semiconductor industry may be affected by risks that affect the broader 
technology sector, including: government regulation; dramatic and often unpredictable changes in 
growth rates and competition for qualified personnel; heavy dependence on patent and intellectual 
property rights, the loss or impairment of which may adversely affect profitability; and a small 
number of companies representing a large portion of the technology sector as a whole. The stock 
prices of memory semiconductor companies have been and likely will continue to be extremely 
volatile. 

�(�O�H�F�W�U�R�Q�L�F�V���D�Q�G���W�H�F�K�Q�R�O�R�J�\���K�D�U�G�Z�D�U�H���L�Q�G�X�V�W�U�\���U�L�V�N 



�7�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N�����D�Q�G���F�R�Q�V�H�T�X�H�Q�W�O�\���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����L�V���V�X�E�M�H�F�W��
to the risks of the electronics and technology hardware industry. Electronics and technology 
hardware companies can be significantly affected by cyclical market patterns, rapid product 
obsolescence, frequent new product introductions, evolving industry standards, competitive 
pressures, aggressive pricing, technological developments, changing domestic demand, the ability 
to attract and retain skilled employees and availability and price of components. In addition, many 
technology hardware companies rely on a combination of patents, copyrights, trademarks and trade 
secret laws to establish and protect their proprietary rights in their products and technologies. 

Technology theme risk  

SK hynix Inc. is in the technology sector and is characterised by relatively higher volatility in price 
performance when compared to other economic sectors. SK hynix Inc. also faces intense 
competition and there may also be substantial government intervention, which may have an effect 
on profit margins. The price volatility of the Underlying Stock may be greater than the price volatility 
of other companies. Rapid changes could render obsolete the products and services offered by 
companies in the technology sector. Rapid changes to the products and services offering may 
further contribute to the price volatility of SK hynix Inc.. SK hynix Inc. is also subject to cyber security 
risks and potential legal, financial, operational and reputational consequences. 

Large/mega-capitalisation company risk  

SK hynix Inc. is a large/mega-capitalisation company that is relatively mature compared to smaller 
companies and therefore subject to slower growth during times of economic expansion. It may 
struggle with flexibility to respond quickly to disruptions and changes in trends. The high valuation 
of large/mega-capitalisation companies can make SK hynix Inc. more susceptible to market 
corrections, downturns and changes in interest rates. Moreover, large/mega-capitalisation 
companies typically have high price-to-earnings ratio than smaller capitalisation companies which 
can lead to overvaluation and may indicate there is less room for gains and even potential 
downward price adjustment. These companies usually exert market dominance and therefore 
frequently face regulatory pressures, in particular antitrust scrutiny. This leads to legal challenges 
and increased costs which may in turn affect profitability. 

Long Term Holding Risk  

The Product is not intended for holding longer than one day as the performance of the Product 
over a period longer than one day will very likely differ in amount and possibly direction from the 
leveraged performance of the Underlying Stock over that same period (e.g. the loss may be more 
than twice the fall in the price of the Underlying Stock). The effect of compounding becomes more 
�S�U�R�Q�R�X�Q�F�H�G�� �R�Q�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �D�V�� �W�K�H��price of the Underlying Stock experiences 
volatility. The deviation of the Pro�G�X�F�W�¶�V�� �S�H�U�I�R�U�P�D�Q�F�H�� �I�U�R�P�� �W�K�H�� �O�H�Y�H�U�D�J�H�G�� �S�H�U�I�R�U�P�D�Q�F�H�� �R�I�� �W�K�H��
Underlying Stock will increase, and the performance of the Product will generally be adversely 
affected with higher volatility of the price of the �8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N. As a result of Daily rebalancing, 
the volatility of the price of the Underlying Stock �D�Q�G�� �W�K�H�� �H�I�I�H�F�W�V�� �R�I�� �F�R�P�S�R�X�Q�G�L�Q�J�� �R�I�� �H�D�F�K�� �G�D�\�¶�V��
return over time, it is even possible that the Product will lose money over time while the Underlying 
Stock�¶�V���S�H�U�I�R�U�P�D�Q�F�H���L�Q�F�U�H�D�V�H�V���R�U���L�V���I�O�D�W���� 

Leverage Risk  

The Product will utilise leverage to achieve a Daily return equivalent to twice (2x) the return of the 
Underlying Stock. Both gains and losses will be magnified. The risk of loss resulting from an 
investment in the Product in certain circumstances including a bear market will be substantially 
more than a fund that does not employ leverage. 
 
Risk of Rebalancing Activities  

There is no assurance that the Product can rebalance their portfolio on a Daily basis to achieve 
their investment objectives. Market disruption, regulatory restrictions, counterparty capacity limits 
�R�U���H�[�W�U�H�P�H���P�D�U�N�H�W���Y�R�O�D�W�L�O�L�W�\���P�D�\���D�G�Y�H�U�V�H�O�\���D�I�I�H�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���U�H�E�D�O�D�Q�F�H���L�W�V���S�R�U�W�I�R�O�L�R�� 
 



Liquidity Risk  

The rebalancing activities of the Product typically take place near �W�K�H�� �H�Q�G�� �R�I�� �W�U�D�G�L�Q�J���R�I�� �W�K�H��
�X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W��to minimise tracking difference. As a result, the Product may be more exposed 
to the market conditions during a shorter interval and may be more subject to liquidity risk and the 
Derivative Counterparty's capacity to execute may also be subject to liquidity risk. 
 
Intraday Investment Risk  
 
The Product is normally rebalanced at the end of �W�U�D�G�L�Q�J���R�I���W�K�H���X�Q�G�H�U�O�\�L�Q�J���P�D�U�N�H�W �R�Q���D���%�X�V�L�Q�H�V�V��
�'�D�\. As such, return for investors that invest for period less than a full Trading Day will generally be 
greater than or less than two times (2x) leveraged investment exposure to the Underlying Stock, 
depending upon the movement of the price of the Underlying Stock from the end of one Trading 
Day until the time of purchase. 
 
Portfolio Turnover Risk  
 
�'�D�L�O�\�� �U�H�E�D�O�D�Q�F�L�Q�J�� �R�I�� �3�U�R�G�X�F�W�¶�V�� �K�R�O�G�L�Q�J�V�� �F�D�X�V�H�V�� �D�� �K�L�J�K�H�U�� �O�H�Y�H�O�� �R�I�� �S�R�U�W�I�R�O�L�R�� �W�U�D�Q�V�D�F�W�L�R�Q�V�� �W�K�D�Q��
compared to the conventional �H�[�F�K�D�Q�J�H�� �W�U�D�G�H�G�� �I�X�Q�G�V. High levels of transactions increase 
brokerage and other transaction costs. 
 
Risks Associated with Investing in Swaps  

Limited Availability of Swaps Risk 

�7�K�H���0�D�Q�D�J�H�U�¶�V���D�E�L�O�L�W�\���W�R���P�D�Q�D�J�H���W�K�H��Product in accordance with its stated investment objective will 
depend upon the willingness and ability of potential Swap Counterparties to engage in Swaps with 
the Product linked to the performance of the Underlying Stock . A �6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R��
continue to enter into Swaps or other derivative transactions with the Product may be reduced or 
eliminated, which could have a material adverse effect on the Product. Furthermore, Swaps are of 
limited duration and there is no guarantee that Swaps entered into with a Swap Counterparty will 
continue indefinitely. Accordingly, the duration of a Swap depends on, among other factors, the 
ability of the Product to renew the expiration period of the relevant Swap at agreed upon terms. If 
the Product is unable to obtain sufficient exposure to �W�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H���O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H��
of the Underlying Stock because of the limited availability of Swaps linked to t�K�H���S�H�U�I�R�U�P�D�Q�F�H�����W�K�H��
�O�H�Y�H�U�D�J�H�G���S�H�U�I�R�U�P�D�Q�F�H��of the Underlying Stock, the Product could, among other alternatives, as a 
defensive measure, suspend creations until the Manager determines that the requisite swap 
exposure is obtainable. During the period that creations are suspended, the Product could trade at 
a significant premium or discount to the Net Asset Value and could experience substantial 
redemptions. To the extent that such events result in a termination event under �W�K�H���3�U�R�G�X�F�W�¶�V���6�Z�D�S�V����
the risks related to the limited availability of Swaps would be compounded and the Product may be 
adversely affected. 
 
Counterparty Risk  
 
Because a Swap is an obligation of the Swap Counterparty rather than a direct investment in the 
Underlying Stock, the Product may suffer losses potentially equal to, or greater than, the full value 
of the Swap if the Swap Counterparty fails to perform its obligations under the Swap as a result of 
bankruptcy or otherwise. Any loss would result in a reduction in the Net Asset Value of the Product 
�D�Q�G���Z�L�O�O���O�L�N�H�O�\���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�����7�K�H���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�D�V�V�R�F�L�D�W�H�G���Z�L�W�K���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�V���H�[�S�H�F�W�H�G to be greater than that may be encountered 
by most other funds because the Product expects to use Swaps as the principal means to gain 
exposure to the Underlying Stock. Despite the counterparty risk management measures in place, 
�W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I�� �W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� �W�R���]�H�U�R���L�V���V�X�E�M�H�F�W���W�R��
settlement risks arising from settlement failures and market risks (including price movements prior 
t�R�� �W�K�H�� �U�H�T�X�L�U�H�G�� �F�D�V�K�� �S�D�\�P�H�Q�W�� �E�\�� �W�K�H�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�� �W�R�� �W�K�H�� �3�U�R�G�X�F�W������ �7�K�H�� �3�U�R�G�X�F�W�¶�V�� �Q�H�W��
exposure to each Swap Counterparty may exceed zero if any such risks eventuate. The extent of 
�W�K�H�� �3�U�R�G�X�F�W�¶�V�� �S�R�W�H�Q�W�L�D�O�� �O�R�V�V�� �D�U�L�V�L�Q�J�� �L�Q�� �W�K�L�V�� �U�H�J�D�U�G�� �L�V�� �O�L�N�H�O�\�� �W�R�� �E�H�� �W�K�H�� �D�P�R�X�Q�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �Q�H�W��
counterparty exposure. 



 
�7�K�H���0�D�Q�D�J�H�U���Z�L�O�O���P�D�Q�D�J�H���W�K�H���3�U�R�G�X�F�W���W�R���H�Q�V�X�U�H���W�K�D�W���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���Z�L�O�O���U�H�S�U�H�V�H�Q�W��
�D�W���O�H�D�V�W�������������R�I���W�K�H���3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���D�Q�G���E�H���P�D�L�Q�W�D�L�Q�H�G�����P�D�U�N�H�G��
�W�R���P�D�U�N�H�W���R�Q���D���G�D�L�O�\���E�D�V�L�V�����Z�L�W�K���D���Y�L�H�Z���W�R���H�Q�V�X�U�L�Q�J���W�K�D�W���W�K�H�U�H���L�V���Q�R���X�Q�F�R�O�O�D�W�H�U�D�O�L�V�H�G���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N��
�H�[�S�R�V�X�U�H���D�W���W�K�H���H�Q�G���R�I���D���W�U�D�G�L�Q�J���G�D�\�����,�I���W�K�H���F�R�O�O�D�W�H�U�D�O���K�H�O�G���E�\���W�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���D�W���O�H�D�V�W�������������R�I���W�K�H��
�3�U�R�G�X�F�W�¶�V���J�U�R�V�V���W�R�W�D�O���F�R�X�Q�W�H�U�S�D�U�W�\���U�L�V�N���H�[�S�R�V�X�U�H���L�Q���U�H�V�S�H�F�W���R�I���D�Q�\���W�U�D�G�L�Q�J���G�D�\���7�����E�\���W�K�H���H�Q�G���R�I���W�K�D�W��
�W�U�D�G�L�Q�J���G�D�\���7���� �W�K�H���0�D�Q�D�J�H�U���Z�L�O�O���J�H�Q�H�U�D�O�O�\�� �U�H�T�X�L�U�H���W�K�D�W���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���G�H�O�L�Y�H�U���D�G�G�L�W�L�R�Q�D�O��
�F�R�O�O�D�W�H�U�D�O���D�V�V�H�W�V���W�R���P�D�N�H���X�S���I�R�U���W�K�H���G�L�I�I�H�U�H�Q�F�H���L�Q���Y�D�O�X�H�����Z�L�W�K���W�K�H���V�H�W�W�O�H�P�H�Q�W���R�I���V�X�F�K���G�H�O�L�Y�H�U�\���H�[�S�H�F�W�H�G��
�W�R�� �R�F�F�X�U�� �R�Q���R�U�� �E�H�I�R�U�H���W�U�D�G�L�Q�J�� �G�D�\�� �7�������� �'�H�V�S�L�W�H�� �W�K�H�� �F�R�X�Q�W�H�U�S�D�U�W�\�� �U�L�V�N�� �P�D�Q�D�J�H�P�H�Q�W�� �P�H�D�V�X�U�H�V�� �L�Q��
�S�O�D�F�H�����W�K�H���P�D�Q�D�J�H�P�H�Q�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���Q�H�W���H�[�S�R�V�X�U�H���W�R���H�D�F�K���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���]�H�U�R���L�V���V�X�E�M�H�F�W��
�W�R�� �V�H�W�W�O�H�P�H�Q�W�� �U�L�V�N�V�� �D�U�L�V�L�Q�J�� �I�U�R�P�� �V�H�W�W�O�H�P�H�Q�W�� �I�D�L�O�X�U�H�V�� �D�Q�G�� �P�D�U�N�H�W�� �U�L�V�N�V�� ���L�Q�F�O�X�G�L�Q�J�� �S�U�L�F�H�� �P�R�Y�H�P�H�Q�W�V��
�S�U�L�R�U���W�R���W�K�H���U�H�T�X�L�U�H�G���F�D�V�K���S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W�������$�Q�\���G�H�O�D�\���L�Q���W�K�H���F�D�V�K��
�S�D�\�P�H�Q�W���E�\���W�K�H���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���W�K�H���3�U�R�G�X�F�W���S�U�L�R�U���W�R���W�K�H���H�Q�G���R�I���W�K�H���U�H�O�H�Y�D�Q�W���W�U�D�G�L�Q�J���G�D�\���7������
�P�D�\���F�D�X�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\���W�R���E�H���O�D�U�J�H�U���W�K�D�Q���]�H�U�R���I�U�R�P���W�L�P�H���W�R���W�L�P�H����
�7�K�L�V���P�D�\���U�H�V�X�O�W���L�Q���V�L�J�Q�L�I�L�F�D�Q�W���O�R�V�V�H�V���I�R�U���W�K�H���3�U�R�G�X�F�W���L�Q���W�K�H���H�Y�H�Q�W���R�I���W�K�H���L�Q�V�R�O�Y�H�Q�F�\���R�U���G�H�I�D�X�O�W���R�I���W�K�D�W��
�6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�� 
 
Early Termination of Swaps Risk 
 
In some circumstances, a Swap Counterparty can terminate the swap agreements early which may 
�D�G�Y�H�U�V�H�O�\���L�P�S�D�F�W���W�K�H���3�U�R�G�X�F�W�¶�V���S�H�U�I�R�U�P�D�Q�F�H�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�D�Q���D�O�V�R���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V��
�D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H���L�W�V���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H���D�Q�G���P�D�\���V�X�E�M�H�F�W���W�K�H���3�U�R�G�X�F�W���W�R���V�X�E�V�W�D�Q�W�L�D�O���O�R�V�V����Also, the 
Product may face an increase in the cost to enter into a similar swap agreement with additional 
Swap Counterparties.   
 
High Swap Fees Risk 
 
The Product will bear the swap fees, which are subject to the discussion and consensus between 
the Manager and the Swap Counterparty based on the actual market circumstances on a case-by-
case basis. The current swap fees are a best estimate only and may deviate from the actual market 
conditions. The swap fees of the Product may be higher than that of other leveraged and inverse 
products tracking broad-based indices or commodities indices due to market condition, market 
sentiment on the Underlying Stock and changes in interest rates. This may have an adverse impact 
on the NAV and performance of the Product, and hence may result in higher tracking difference. In 
extreme market conditions and exceptional circumstances, the brokerage commission and the 
�6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�\�¶�V�� �F�R�V�W�V�� �R�I�� �I�L�Q�D�Q�F�L�Q�J�� �W�K�H�� �X�Q�G�H�U�O�\�L�Q�J�� �K�H�G�J�H�� �P�D�\�� �L�Q�F�U�H�D�V�H�� �V�L�J�Q�L�I�L�F�D�Q�W�O�\�� �D�Q�G�� �L�Q��
return increase the swap fees.      
 
Capacity Limit Risk 
 
The Swap Counterparties may also be subject to a capacity limit representing the commitment of 
the Swap Counterparty to conduct the Swap transactions to provide the required exposure to the 
Underlying Stock �I�R�U���W�K�H���3�U�R�G�X�F�W�����$�F�F�R�U�G�L�Q�J�O�\�����W�K�H���3�U�R�G�X�F�W�¶�V���H�[�S�R�V�X�U�H���W�R���W�K�H��Underlying Stock may 
be affected. Whilst the Manager does not anticipate that this will have any immediate effect on the 
Product, if any Swap Counterparty reaches its capacity limit or if the Net Asset Value of the Product 
grows significantly this may prevent creations of Units due to the inability of the Product to conduct 
Swap transactions. This may cause a divergence between the trading price of a Unit on the SEHK 
and the Net Asset Value per Unit. The investment exposure could also deviate from the target 
exposure which adds tracking error to the Product. 
 
Liquidity Risk 
 
Swaps may be subject to liquidity risk, which exists when a particular Swap is difficult to purchase 
or sell. If a Swap transaction is particularly large or if the relevant market is illiquid, it may not be 
possible to initiate a transaction or liquidate a position at an advantageous time or price, which may 
result in significant losses to the Product. In addition, a Swap may be subject to the �3�U�R�G�X�F�W�¶�V��
limitation on investments in illiquid Securities. Swaps may be subject to pricing risk, which exists 
when a particular Swap becomes extraordinarily expensive (or inexpensive) relative to historical 
prices or the prices of corresponding cash market instruments. The swaps market is largely 
unregulated. It is possible that developments in the swaps market, including potential government 



�U�H�J�X�O�D�W�L�R�Q���� �F�R�X�O�G�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �D�E�L�O�L�W�\�� �W�R�� �W�H�U�P�L�Q�D�W�H�� �H�[�L�V�W�L�Q�J�� �6�Z�D�S�V�� �R�U�� �W�R�� �U�H�D�O�L�V�H��
amounts to be received under such agreements. There is also no active market in derivative 
instruments and therefore investment in derivative instruments can be illiquid. In order to meet 
requests, the relevant Product relies upon the issuer of the derivative instruments to quote a market 
to unwind any part of the derivative instruments that will reflect the market liquidity conditions and 
the size of the transaction. 
 
Valuation Risk 
 
�7�K�H���3�U�R�G�X�F�W�¶�V���D�V�V�H�W�V�����L�Q���S�D�U�W�L�F�X�O�D�U���6�Z�D�S�V���H�Q�W�H�U�H�G���L�Q�W�R���E�\���W�K�H���3�U�R�G�X�F�W�����L�Q�Y�R�O�Y�H���G�H�U�L�Y�D�W�L�Y�H���W�H�F�K�Q�L�T�X�H�V��
that may be complex and specialised in nature. Valuations for such assets will only usually be 
available from a limited number of market professionals which frequently act as counterparties to 
the transactions to be valued. Such valuations are often subjective and there may be substantial 
differences between any available valuations. However the Manager will carry out an independent 
verification of this valu�D�W�L�R�Q���R�Q���D���G�D�L�O�\���E�D�V�L�V���D�V���G�H�V�F�U�L�E�H�G���X�Q�G�H�U���³�'�H�W�H�U�P�L�Q�D�W�L�R�Q���R�I���1�H�W���$�V�V�H�W���9�D�O�X�H�´��
section. 
 
Legal Risk 
 
The characterisation of a transaction or a party's legal capacity to enter into it could render the 
Swap unenforceable. The insolvency or bankruptcy of a counterparty may also affect the 
enforceability of contractual rights. 
 
Short Selling by Swap Counterparty Risk 
 
The Swap Counterparty to the Product may need to short sell the Underlying Stock for the purposes 
�R�I���K�H�G�J�L�Q�J�����0�D�Q�\���U�H�J�X�O�D�W�R�U�V���K�D�Y�H���E�D�Q�Q�H�G���³�Q�D�N�H�G�´���V�K�R�U�W���V�H�O�O�L�Q�J�����D���S�U�D�F�W�L�F�H���W�K�D�W���K�D�V���E�H�H�Q���S�U�R�K�L�E�L�W�H�G��
in Hong Kong since short selling was first introduced) or completely suspended short selling for 
certain stocks. Any such bans with the effect of prohibiting the short selling of the Underlying Stock 
�P�D�\���D�I�I�H�F�W���D���6�Z�D�S���&�R�X�Q�W�H�U�S�D�U�W�\�¶�V���D�E�L�O�L�W�\���W�R���K�H�G�J�H���L�W�V���S�R�V�L�W�L�R�Q���D�Q�G���P�D�\���W�U�L�J�J�H�U���D�Q���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q��
of the OTC Swap �7�U�D�Q�V�D�F�W�L�R�Q�����6�X�F�K���H�D�U�O�\���W�H�U�P�L�Q�D�W�L�R�Q���F�R�X�O�G���L�P�S�D�L�U���W�K�H���3�U�R�G�X�F�W�¶�V���D�E�L�O�L�W�\���W�R���D�F�K�L�H�Y�H��
its investment objective and subject the Product to substantial loss.  

Mandatory Measures imposed by Relevant Parties Risk 

�5�H�J�D�U�G�L�Q�J�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �6�Z�D�S�V���� �U�H�O�H�Y�D�Q�W�� �S�D�U�W�L�H�V�� ���V�X�F�K�� �D�V�� �6�Z�D�S�� �&�R�X�Q�W�H�U�S�D�U�W�L�H�V���� �S�D�U�W�L�F�L�S�D�W�L�Q�J��
dealers and stock exchanges) may impose certain mandatory measures for risk management 
purpose under extreme market circumstances. These measures may include early termination of 
the Swaps, no further Swap contracts signed and having limited or no access to exposure. In 
response to such mandatory measures, the Manager may have to take corresponding actions in 
�W�K�H�� �E�H�V�W�� �L�Q�W�H�U�H�V�W�� �R�I�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �8�Q�L�W�K�R�O�G�H�U�V�� �D�Q�G�� �L�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �F�R�Q�V�W�L�W�X�W�L�Y�H��
�G�R�F�X�P�H�Q�W�V�����L�Q�F�O�X�G�L�Q�J���V�X�V�S�H�Q�V�L�R�Q���R�I���F�U�H�D�W�L�R�Q���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���X�Q�L�W�V���D�Q�G���R�U���V�H�F�R�Q�G�D�U�\���P�D�U�N�H�W���W�U�D�G�L�Q�J����
implementing alternative investment and/or hedging strategies and termination of the Product. 
These corresponding actions may have an adverse impact on the operation, secondary market 
trading, ability to track the price of the Underlying Stock and the Net Asset Value of the Product. 
While the Manager will endeavour to provide advance notice to investors regarding these actions 
to the extent possible, such advance notice may not be possible in some circumstances.  

Options Contracts Risks  
 
The Investment in options contracts involves specific risks such as high volatility, leverage, rollover 
and margin risks. There may be imperfect correlation between the value of the underlying reference 
assets and the options contracts, which may prevent the Product from achieving its investment 
objective. 
 
Risks associated with options include counterparty/credit risk, liquidity risk (given some options may 
not have a liquid secondary market), valuation risk and over-the-counter transaction risk. The costs 
associated with portfolio construction may rise significantly, which could adversely impact the 
Product. Further, over-the counter options may also be subject to under collateralisation risk, default 
risk and intra-day counterparty risk similar to those associated with swaps mentioned above. 



 
The Option Counterparties may also be subject to a capacity limit to conduct the Option transactions 
to provide the required exposure to the Underlying Stock for the Product. Whilst the Manager does 
not anticipate that this will have any immediate effect on the Product, if any Option Counterparty 
reaches its capacity limit or if the Net Asset Value of the Product grows significantly this may prevent 
creations of Units due to the inability of the Product to conduct Option transactions. This may cause 
a divergence between the trading price of a Unit on the SEHK and the Net Asset Value per Unit. 
The investment exposure could also deviate from the target exposure which adds tracking error to 
the Product. 
�� 
Leveraged Performance of Underlying Stock  
 
Investors in the Product should note that the objective and the risks inherent in the Product are not 
typically encountered in traditional �L�Q�Y�H�V�W�P�H�Q�W���S�U�R�G�X�F�W�V �Z�K�L�F�K���W�U�D�F�N���W�K�H���³�O�R�Q�J�´���S�H�U�I�R�U�P�D�Q�F�H���U�D�W�K�H�U��
than leveraged performance of a single stock. Should the price of the Underlying Stock decrease, 
the use of a leverage factor of 2 in the Product will trigger an accelerated decrease in the value of 
�W�K�H���3�U�R�G�X�F�W�¶�V���1�H�W���$�V�V�H�W���9�D�O�X�H���F�R�P�S�D�U�H�G���W�R���W�K�H��price of the Underlying Stock (which has a leverage 
factor of 1, i.e. no leverage). As such, Unitholders could, in certain circumstances including a bear 
market, face minimal or no returns, or may even suffer a complete loss, on such investments. The 
negative effect of compounding is more pronounced when combined with leverage and Daily 
rebalancing in volatile markets. 
 
The Product is designed as a trading tool for short-term market timing or hedging purposes, and is 
not intended for long term investment. It is only suitable for sophisticated trade-oriented investors 
who understand the potential consequences of seeking Daily leveraged results and the associated 
risks constantly monitor the performance of their holding on a daily basis.   
 
Path Dependency  
 
The objective of the Product is to �S�U�R�Y�L�G�H���L�Q�Y�H�V�W�P�H�Q�W���U�H�V�X�O�W�V���W�K�D�W�����E�H�I�R�U�H���I�H�H�V���D�Q�G���H�[�S�H�Q�V�H�V�����F�O�R�V�H�O�\��
�F�R�U�U�H�V�S�R�Q�G���W�R���W�Z�L�F�H���W�K�H���S�H�U�I�R�U�P�D�Q�F�H���R�I���W�K�H���8�Q�G�H�U�O�\�L�Q�J���6�W�R�F�N on a Daily basis only. Therefore the 
Product should not be equated with seeking a leveraged position for periods longer than a day. 
Investors in the Product should note that the point-to-point accumulated performance of the 
historical Daily leveraged performance of the Underlying Stock over a certain period may not be 
twice the point-to-point performance of the Underlying Stock over the same period of time due to 
�W�K�H�� �H�I�I�H�F�W�� �R�I�� �³�S�D�W�K�� �G�H�S�H�Q�G�H�Q�F�\�´�� �D�Q�G�� �F�R�P�S�R�X�Q�G�L�Q�J�� �R�I�� �W�K�H�� �'�D�L�O�\�� �U�H�W�X�U�Q�V�� �R�I�� �W�K�H��Underlying Stock. 
P�O�H�D�V�H���U�H�I�H�U���W�R���W�K�H���V�H�F�W�L�R�Q���³�(�[�S�O�D�Q�D�W�L�R�Q���R�Q���3�D�W�K���'�H�S�H�Q�G�H�Q�F�\�´���D�E�R�Y�H�� 
 
Investors should exercise caution when holding the Product for longer than the rebalancing interval, 
i.e. one Business Day. The performance of the Product, when held overnight, may deviate from the 
leveraged performance of the Underlying Stock. 
 
Investment in Other Funds Risk  

�$�V���S�D�U�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�\�����W�K�H���0�D�Q�D�J�H�U���P�D�\���L�Q�Y�H�V�W���L�Q���R�W�K�H�U active or passive 
investment products. The Product will be exposed to the risk of investing in another management 
�F�R�P�S�D�Q�\�¶�V�� �I�X�Q�G�V�� �Z�L�W�K�� �D�O�O�� �W�K�H�� �U�H�O�D�W�H�G�� �U�L�V�N�V�� �Z�K�L�F�K�� �D�W�W�D�F�K�� �W�R��listed or unlisted funds generally. In 
particular, as an investor in such funds, the Product will ultimately bear the fees and expenses of 
the underlying funds including management fees charged by the underlying management 
company. These charges will be in addition to the fees payable by the Product to the Manager. 

If the Product invests in other active or passive investment products managed by the Manager or 
Connected Person of the Manager, all initial charges and redemption charges on these listed or 
unlisted funds must be waived, and the Manager must not obtain rebate of any fees or charges 
levied by these funds or any quantifiable monetary benefits in connection with investments in these 
funds. In addition, where an underlying fund is managed by the Manager, all management and 
performance fees charged by the underlying fund will be waived for the Product. In case any 
conflicts of interest may still arise out of such investments, the Manager will use its best endeavours 



to resolve it fairly. 

The Product will be subject to the risks associated with the underlying funds. The Product does not 
have control of the investments of the underlying funds and there is no assurance that the 
investment objective and strategy of the underlying funds will be successfully achieved which may 
have a negative impact to the NAV of the Product. 

The underlying funds in which the Product may invest may not be regulated by the SFC. There may 
be additional costs involved when investing into these underlying funds. There is also no guarantee 
that the underlying funds will always have sufficient liquidity to meet the Product's redemption 
requests as and when made. 

Short -term Fixed Income Securities (including money market instruments) Risks  
 
Short-term fixed income securities risk  
 
The Product may invest in fixed income securities which are short-term or with short-term remaining 
maturities. It means the turnover rates of the Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���P�D�\���E�H���U�H�O�D�W�L�Y�H�O�\���K�L�J�K���D�Q�G���W�K�H��
transaction costs incurred as a result of the purchase or sale of such securities may increase which 
in turn may have a negative impact on the net asset value of the Product. 
 
Credit risk  
 
The Product is exposed to the credit/insolvency risk of issuers/guarantors of the fixed income and 
debt securities in which the Product may invest.  
 
Interest rate risk  
 
The Product�¶�V���L�Q�Y�H�V�W�P�H�Q�W�V���L�Q���I�L�[�H�G���L�Q�F�R�P�H���V�H�F�X�U�L�W�L�H�V���D�U�H���V�X�E�M�H�F�W���W�R���L�Q�W�H�U�H�V�W���U�D�W�H���U�L�V�N�����*�H�Q�H�U�D�O�O�\�����W�K�H��
prices of fixed income and debt securities rise when interest rates fall, whilst their prices fall when 
interest rates rise.  
 
Credit rating risk  
 
Credit ratings assigned by rating agencies are subject to limitations and do not guarantee the 
creditworthiness of the fixed income securities and/or the issuers/guarantors at all times. 
 
Credit rating downgrading risk  
 
In the event of a credit rating downgrading of the fixed income securities (or the issuers thereof) 
held by the Product, the Product�¶�V�� �Y�D�O�X�H�� �P�D�\�� �E�H�� �D�G�Y�H�U�V�H�O�\�� �D�I�I�H�F�W�H�G�� �D�Q�G�� �L�Q�Y�H�V�W�R�U�V�� �P�D�\�� �V�X�I�I�H�U�� �D��
substantial loss as a result. The Manager may or may not be able to dispose of the fixed income 
instruments that are being downgraded. 
 
Sovereign debt risks  
 
Investment in sovereign debt obligations issued or guaranteed by governments may be exposed to 
political, social and economic risks. In adverse situations, the sovereign issuers/guarantors may 
not be able or willing to repay the principal and/or interest when due or may request the Product to 
participate in restructuring such debts. The Product may suffer significant losses when there is a 
default of sovereign debt issuers/guarantors.  
 
Passive Investments Risk  

�7�K�H���3�U�R�G�X�F�W���L�V���Q�R�W���³�D�F�W�L�Y�H�O�\���P�D�Q�D�J�H�G�´���D�Q�G�����X�Q�G�H�U���Q�R�U�P�D�O���P�D�U�N�H�W���F�L�U�F�X�P�V�W�D�Q�F�H�V�����W�K�H���0�D�Q�D�J�H�U���Z�L�O�O��
not adopt any temporary defensive position when the price of the Underlying Stock moves in an 
unfavourable direction. In such circumstances, Units of the Product will also decrease in value. 
Under extreme market circumstances, the Manager will adopt temporary defensive position for 



protection of the Product.  

Trading Difference Risks  

Premiums or discounts to the Net Asset Value may arise when the Product and its Underlying Stock 
trade on exchanges that are in different time zones. As the exchange of the Underlying Stock may 
be open when the Units are not priced, the value of the Produc�W�¶�V���S�R�U�W�I�R�O�L�R���P�D�\���F�K�D�Q�J�H���R�Q���G�D�\�V��
when investors will not be able to purchase or sell Units. On the other hand, if the exchange of the 
Underlying Stock is closed while the SEHK is open, this may affect the level of premium or discount 
of the trading price of the Product to its Net Asset Value. Volatility on the SEHK, as well as supply 
and demand for Units traded on the SEHK, may lead to the Units of the relevant Product trading at 
a premium or discount to the Net Asset Value. In case the trading of the Underlying Stock is 
suspended, the Product may encounter a higher level of premium or discount of the trading price 
of the Product to its Net Asset Value. The trading price of the Units may deviate significantly from 
Net Asset Value, particularly during volatile market conditions. 

The Product will be subject to a higher tracking difference as the cost of portfolio construction is 
higher with the use of options. In extreme market conditions and exceptional circumstances, the 
cost of portfolio construction may increase significantly and may have an adverse impact on the 
Net Asset Value and tracking difference of the Product. 

Distributions Out Of or Effectively Out Of Capital Risk    

The Manager may, at its discretion make distributions out of capital. The Manager may also, at its 
discretion, make distributions out of gross income while all or part of the fees and expenses of a 
Product are charged to/paid out of the capital of the Product, resulting in an increase in distributable 
income for the payment of distributions by the Product and therefore, the Product may effectively 
pay distributions out of the capital. Payment of distributions out of capital or effectively out of capital 
amo�X�Q�W�V���W�R���D���U�H�W�X�U�Q���R�U���Z�L�W�K�G�U�D�Z�D�O���R�I�� �S�D�U�W���R�I�� �D�Q���L�Q�Y�H�V�W�R�U�¶�V���R�U�L�J�L�Q�D�O���L�Q�Y�H�V�W�P�H�Q�W���R�U���I�U�R�P���D�Q�\���F�D�S�L�W�D�O��
gains attributable to that original investment. Any distributions involving payment of distributions out 
�R�I���R�U���H�I�I�H�F�W�L�Y�H�O�\���R�X�W���R�I���W�K�H���3�U�R�G�X�F�W�¶�V���F�D�S�L�W�D�O���P�D�\���U�H�V�Xlt in an immediate reduction of the Net Asset 
�9�D�O�X�H���S�H�U���8�Q�L�W�����7�K�H���0�D�Q�D�J�H�U���P�D�\���D�P�H�Q�G���L�W�V���G�L�V�W�U�L�E�X�W�L�R�Q���S�R�O�L�F�\���V�X�E�M�H�F�W���W�R���W�K�H���6�)�&�¶�V���S�U�L�R�U���D�S�S�U�R�Y�D�O��
�D�Q�G���E�\���J�L�Y�L�Q�J���Q�R�W���O�H�V�V���W�K�D�Q���R�Q�H���P�R�Q�W�K�¶�V���S�U�L�R�U���Q�R�W�L�F�H���W�R���8�Q�L�W�K�R�O�G�H�U�V�� 

Proprietary Investment / Seed Money Risk  

The assets under management at any time during the life of the Product may include proprietary 
�P�R�Q�H�\�����R�U���³�V�H�H�G���P�R�Q�H�\�´�����L�Q�Y�H�V�W�H�G���E�\���R�Q�H���R�U���P�R�U�H���L�Q�W�H�U�H�V�W�H�G���S�D�U�W�L�H�V�����V�X�F�K���D�V���S�D�U�W�L�F�L�S�D�W�L�Q�J���G�H�D�O�H�U�V����
and such investment may constitute a significant portion of such assets under management. 
Investors should be aware that such an interested party may (i) hedge any of its investments in 
whole or part, thereby reducing or removing its exposure to the performance of the Product; and (ii) 
redeem its investment in the Product at any time, without notice to Unitholders. Such an interested 
party is under no obligation to take the interests of other Unitholders into account when making its 
investment decisions. There is no assurance that any such monies will continue to be invested in 
the Product by an interested party for any particular length of time. As many of the expenses of the 
Product are fixed, a higher amount of assets under management may reduce the expenses of the 
Product per Unit and a lower amount of assets under management may increase the expenses of 
the Product per Unit. As with any other redemption representing a material portion of the Product's 
assets under management, a significant redemption of any such proprietary investment may affect 
the management and/or performance of the Product and may, in certain circumstances (i) cause 
�U�H�P�D�L�Q�L�Q�J�� �L�Q�Y�H�V�W�R�U�V�¶�� �K�R�O�G�L�Q�J�V�� �W�R�� �U�H�S�U�H�V�H�Q�W�� �D�� �K�L�J�K�H�U�� �S�H�U�F�H�Q�W�D�J�H�� �R�I�� �W�K�H�� �1�H�W�� �$�V�V�H�W�� �9�D�O�X�H�� �R�I�� �W�K�H��
Product, (ii) cause other investors in the Product to redeem their investment, and/or (iii) lead the 
Manager, with the consultation of the Trustee, to determine that the Product, has become 
unmanageable and to consider taking exceptional measures, such as terminating the Product, in 
�D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �7�U�X�V�W�� �'�H�H�G���� �L�Q�� �Z�K�L�F�K�� �F�D�V�H�� �8�Q�L�W�K�R�O�G�H�U�V�¶�� �L�Qvestments would be redeemed in 
their entirety. 

Foreign Exchange Risk  



�7�K�H���3�U�R�G�X�F�W�¶�V���%�D�V�H���&�X�U�U�H�Q�F�\���L�V���L�Q���8�6�'���E�X�W���K�D�V���8�Q�L�W�V���W�U�D�G�H�G���L�Q���+�.�'�����$�F�F�R�U�G�L�Q�J�O�\���V�H�F�R�Q�G�D�U�\ market 
investors may be subject to additional costs or losses associated with foreign currency fluctuations 
between the Base Currency and HKD when trading units in the secondary market. 

USD Distributions Risk   

Investors should note that Unitholders will only receive distributions in USD and not HKD. In the 
event the relevant Unitholder has no USD account, the Unitholder may have to bear the fees and 
charges associated with the conversion of such dividend from USD into HKD or any other currency. 
Unitholders are advised to check with their brokers concerning arrangements for distributions. 

Korean Tax Risk  

�8�Q�G�H�U�� �.�R�U�H�D�� �W�D�[�� �O�D�Z�V���� �L�Q�F�R�P�H�� �G�H�U�L�Y�H�G�� �I�U�R�P�� �W�K�H�� �3�U�R�G�X�F�W�¶�V�� �L�Q�Y�H�V�W�P�H�Q�W�V�� �L�Q�� �.�R�U�H�D�Q�� �V�H�F�X�U�L�W�L�H�V�� �D�Q�G��
derivative instruments generally constitutes Korea-sourced income and may be subject to Korean 
taxation. Currently, income derived by a foreign investor such as the Product from portfolio 
investments in South Korea is subject to Korean withholding tax. Dividends (including dividends 
received by domestic corporations in connection with OTC derivative transactions) and certain 
other Korea-sourced income received by such foreign investors having no domestic place of 
business in Korea are generally subject to withholding tax at a rate of 22% inclusive of local income 
tax.  

Pursuant to the Convention between the Government of the Republic of Korea and the Government 
�R�I�� �W�K�H�� �+�R�Q�J�� �.�R�Q�J�� �6�S�H�F�L�D�O�� �$�G�P�L�Q�L�V�W�U�D�W�L�Y�H�� �5�H�J�L�R�Q�� �R�I�� �W�K�H�� �3�H�R�S�O�H�¶�V�� �5�H�S�X�E�O�L�F�� �R�I�� �&�K�L�Q�D�� �I�R�U�� �W�K�H��
avoidance of double taxation and the prevention of fiscal evasion with respect to taxes on income 
���W�K�H���³KR-HK tax treaty �´�������W�K�H���Z�L�W�K�K�R�O�G�L�Q�J���W�D�[���U�D�W�H���D�S�S�O�L�F�D�E�O�H���W�R���.�R�U�H�D-sourced dividends may be 
reduced to 10% or 15%, and an exemption from Korean taxation may be available for certain other 
items of Korea-sourced income, subject to satisfaction of the tax treaty conditions and completion 
of the prescribed procedural requirements under the Korea tax laws. There can be no assurance, 
however, that the Product will qualify for such treaty benefits or that such benefits will not be 
challenged or denied by the Korean tax authorities. 

In contrast, capital gains derived from the sale of shares listed and traded on the KRX are currently 
not taxed under applicable South Korean income and corporate tax laws, provided that a foreign 
investor is a minor shareholder who holds less than 25% of the listed shares (by voting power or 
value) at any time during the five-year period preceding the transfer. Capital gains arising from the 
transfer of equity securities that do not satisfy the above conditions may be subject to Korean 
withholding tax at the lower of (i) 11% of the gross sales proceeds or (ii) 22% of the net capital 
gains, in each case inclusive of local income tax.  

However, there can be no assurance that the Korean government will not in the future increase the 
applicable withholding tax rates, impose new taxes, or otherwise change the current tax treatment 
of investments in Korean securities. In particular, the Korean government may introduce additional 
taxation, including capital gains tax or transaction-based taxes, on the purchase or sale of KRX-
listed shares, including transactions effected by foreign investors or collective investment schemes 
domiciled outside South Korea. 

To the extent the Product obtains exposure through FDI like swaps, futures or options, and other 
standardized derivatives traded on a derivatives market in accordance with the Financial 
�,�Q�Y�H�V�W�P�H�Q�W�� �6�H�U�Y�L�F�H�V�� �D�Q�G�� �&�D�S�L�W�D�O�� �0�D�U�N�H�W�V�� �$�F�W�� ���³FISCMA�´���� �L�V�� �J�H�Q�H�U�D�O�O�\�� �Q�R�W�� �V�X�E�M�H�F�W�� �W�R�� �.�R�U�H�D�Q��
withholding tax for a foreign investor under applicable South Korean income and corporate tax laws. 
By contrast, income derived from OTC derivative transactions may constitute Korea-sourced 
income unless such transactions qualify as hedging transactions under the FISCMA. Accordingly, 
capital gains arising from the disposal of OTC derivatives that do not qualify as hedging transactions 
may be subject to Korean withholding tax.  

Korea has introduced taxes on futures and options, and future changes to the tax treatment of 
�G�H�U�L�Y�D�W�L�Y�H���L�Q�V�W�U�X�P�H�Q�W�V�����R�U���W�K�H���L�P�S�R�V�L�W�L�R�Q���R�I���Q�H�Z���W�D�[�H�V���R�U���O�H�Y�L�H�V�����F�R�X�O�G���L�Q�F�U�H�D�V�H���W�K�H���3�U�R�G�X�F�W�¶�V���F�R�V�W�V����
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