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CHINA CONNECT RISK DISCLOSURE STATEMENT 

DATE: September 2024 

 

This Risk Disclosure Statement describes  som e of the key  risk 
disclosur es and other i nformation concer ning China C onnect. This  Risk 

Disclosure Statem ent does not disclose all the risks and other significant 
aspects of Northbound Trading through China Connect. You should 

ensure that you understand the nature and risks of Chi na C onnec t and 
Northbound tradi ng and you shoul d consider carefully (and consul t your 
own advisers w here necessary) w hether trading i n C hina Connect 

Securities is  sui table for  you i n light of  your circumstances. The decision 
to tr ade i n Chi na Connect Securities  is yours, but you shoul d not trade in 
China C onnec t Securities unl ess you fully understand and are willing to 

assume the risks associated with China Connect. You acknowl edge the 
risks, and agree to the terms, set out in this Risk Disclosure Statement. 

BofA does not represent that the i nformation set out in this Risk 
Disclosure Statem ent is up to date or com prehensive,  and does not 

undertake to update the information set out in this Risk Disclosur e 
Statement.  BofA is not liable for any  inaccuracies, misstatements or 
omissions  in the informati on set out in this  Risk Disclosure Statem ent. 

Unless otherwise defined herein, capitalised terms used in this Risk 
Disclosure Statement will have the m eanings given to such terms in the 

China Connect Terms applicable to you.  References  to BofA in this  Risk 
Disclosure Statement shall  mean, as  the context requires, the BofA 
broker-deal er entity that provi des C hina C onnec t Services to you under 

the China C onnec t Terms, and/or Merrill Lynch Far Eas t Limited which is 
a person registered as a China Connect Exchange Participant by SEHK. 

 
1.  Pre-Trade Checking and Enhanced Pre-Trade Checking 

Under  PRC  law, the relevant C hina C onnec t M arket may  reject a sell 
order if an investor does not have sufficient avail able C hina Connect 
Securities in its account. In respect of a sell order of C hina Connect 

Securities that is  not an SPSA or der or a M aster  SPSA order,  SEHK will 
apply similar checking on all Northbound sell orders at the exchange 

participant l evel to ensur e there is no overselling by any individual 
exchange participant (“Pre-Trade Checking”). Enhanced Pre-Trade 
Checking applies i n respect of an SPSA order or a Master SPSA order. 

You will com ply with any  requirements  relati ng to Pre-Trade C hecki ng or 
Enhanced Pr e-Trade Checking, as applicabl e, as m andated by  the China 
Connect Authorities and/or as notified to you by BofA from time to time. 

In particular: 

( a)  in relation to Pre-Trade C hecking, you will ensure there are sufficient 
available Chi na C onnect Securities in your account to cover any 
proposed sell order; and 

( b)  in relati on to Enhanced Pr e-Trade Checking, you will in addition  
ensure that you have been designated a Speci al Segregated Account by  

CCASS with a correspondi ng SPSA ID or a Mas ter SPSA ID, as the case 
may be, there are sufficient availabl e Chi na C onnect Securities i n such 
Special Segregated Account(s) to settle the delivery obligati ons  in 

respec t of any proposed SPSA order or Master SPSA order, as the case 
may be, and that the China C onnec t Securities that are the subject of an 
SPSA order or  a Master SPSA order, as  the case m ay be, will be 

delivered to BofA or to BofA’s order and to the account specifi ed by BofA 
no later than the cut-off time for delivery as m ay be specified by BofA 
from time to time or, if  earlier, as may be specified by any r elevant Chi na 

Connect Authority , on the settlement day specifi ed by BofA and in 
compliance with any other requirements for settl ement which may be 

specified by BofA to you or your agent for settlement from time to time. 

( A)  In respect of any  sell order that is not an SPSA order  or a Mas ter  
SPSA order,  if BofA considers that you have not ( by the commencement 
of trading on the Trading Day on which you wish to execute a sell order 

or any  other  cut-off  time specifi ed by  BofA from time to time)  transferred 
sufficient availabl e Chi na Connect Securities to the Exchange 
Participant’s  designated CCASS stock account(s) to cover a proposed 

sell order; or 

( B)  In respect of any sell order  that is  an SPSA order  or  a Mas ter  SPSA 
order, if BofA considers that: 

( 1)  you do not (by  the commencement of trading on the Tr ading 
Day on which you wish to execute a sell order or any other cut- of f time 
specifi ed by  BofA from time to time)  hold sufficient available China 

Connect Securities in a relevant Special Segregated Account (or, i n the 
case of a Master SPSA order, the M apped Speci al Segregated Accounts) 
to cover a proposed SPSA order or Master SPSA order; and/or 

( 2)  the required num ber of Chi na Connect Securities  will not be 
delivered fr om the Special Segregated Account (or, in the case of a 

Master SPSA or der, the Mapped Special Segregated Accounts) as 
required by BofA on a settlem ent day  to fulfil an SPSA order or a Master 

SPSA order, 

BofA may, as applicable, (but shall not be obliged to) in its sole and 
absolute discretion: 

(i )  reject your sell order (in whole or in part); 

(i i ) where appropriate arrangements  are in pl ace and as 
permitted by Applicable China Connect Laws, use any China Connect 

Securities in the Exchange Participant’s (or any other exchange  
participant’s)  designated CCASS s tock  account(s) w hich BofA holds  for  
itself or on behalf  of its  other  cus tomers  to fulfil the Pre-Trade C hecki ng  

requirement in respec t of your sell order, i n w hich case you shall  
reimburse BofA for  any costs,  losses or expenses w hich BofA incurs  as  
a result of buying in or otherwise sourcing the amount of Chi na   

Connect Securities w hich you have failed to deliver in respect of your  
sell order, on such terms and at such price (including any associated  
fees  and expenses) and at such time as  BofA shall determine i n its sole  

and absolute discretion; and/or 

(i i i ) perform any  other act w hich BofA consi ders necessary or  
desirable to com ply with Pre-Trade Checking or Enhanced Pre-Trade  
Checking, as  applicable, and/or any  relevant Applicabl e C hina Connect  

Laws and/or to cover  your shortfall (including but not limited to applying  
any other Chi na C onnec t Securiti es available to BofA) from any s tock  
borrowing arrangem ents  (to the ex tent permitted by Applicabl e C hina  

Connect Laws and available to BofA) or other sources. 

In addition, BofA may  in its  sole and absol ute discretion reject your  sell  
order,  whether it  be an SPSA order, a M aster  SPSA order or otherwise, 
(in whole or  in part) if  for any  other reason BofA considers that there is  
or may be non-compliance with any Applicable China Connect Laws 

and/or that the execution of such order may  result in BofA or any Related 
Person failing to com ply with its obligati ons  to any party  or under the 

China Connect R ules. Any risk, liability, loss, cos t or expense resulting  
from non-compliance or potential non-com pliance with Pre-Trade 
Checking and/or Enhanced Pre-Trade C hecki ng and the related or der  

requirements  and/or  any  relevant Applicable China C onnect Laws by  
you or, to the extent you have caused BofA’s or any R elated Person’s  
non-compliance, BofA or such Related Person, shall be borne by you. 

2.  Pre-allocation Instructions 

It shall  be your  responsibility to ensur e the accuracy and compl eteness  
of any  pr e-allocation i nstructi ons  which you pr ovide to BofA. None of 

BofA and any Related Persons shall be responsi ble for reviewing or  
validati ng any such pre-allocation ins tructions. N either BofA nor any  
Related Person shall have any  liability  for  any risk, liability,  loss, cost or  

expense resulti ng from any inaccuracy or omission of any such pre-  
allocation instructions. 

3.  SPSA Orders and Master SPSA Orders – Delivery 
Versus Payment 

Notwithstanding that a delivery versus payment m echanism may be 
offered by  SEHK or CCASS for SPSA orders  and Master SPSA orders, 

funds m ay be credited by  the relevant clearing bank to your account 
only with the custodi an or settl ement agent, as applicable, i n 
accordance with the CCASS rules  and procedur es. Any risk, liability,  

loss, cost or expense resulting from this mechanism is borne by you. 

4.  Settlement 

Northbound trades will follow the A Shar e settlement cycle. For  
settlem ent of China Connect Securities tr ades, CSDCC will  debit or  
credit the securities accounts of its partici pants  (including HKSCC as  
clearing participant) on T day free of payment. Unl ess BofA agrees to 

prefund orders, settlem ent of funds  relating to such tr adi ng will be 
effected on T+1 day. 

5.  Quota Restrictions 

Purchases  of Chi na Connect Securities through C hina C onnect ar e 
subjec t to certai n quota controls as described bel ow. As a result, ther e 

is no assurance that a buy  order can be successfully  placed through 
China C onnec t. There is a daily quota limiting the maximum net value 
of all Northbound buy trades that can be executed by Exchange 

Participants  on each Trading Day  (the “Daily Quota”). The Daily Quota 
may change from time to tim e without prior notice and investors ar e 
advised to r efer to the HKEx website and other i nformation published by  

the HKEx for up-to- date information. If there is a r estriction, rej ection or  
suspensi on of N orthbound buying as a result of the D aily Quota being  
fully utilised on a Trading Day, BofA will be unabl e to execute any further  

buy orders during that Trading Day. 

Under the C hina C onnec t Rules , inves tors may sell their Chi na  
Connect Securiti es reg ardless  of w hether there is  a br each of the 
provisions relating to Daily Quota. 

6.  Restriction on Day Trading 

Unless the SEHK otherwise determines, day  (tur naround) tradi ng is not  
permitted on the PRC  A Share market.  If  you buy C hina C onnect  

Securities on T day, you may be abl e to sell such bought shares  only  
on or  after  T+1 day. Due to Pre-Trade Checking r equirements, BofA  
may accept an ins tructi on to sell Chi na Connect Securities  that were  

bought on T day  only on or after the applicable cut-off time ( as notifi ed to  
you by BofA from time to time) on T+1 day. 

7.  Disclosure of Interests 

Holding or controlling shares in a PRC incorporated company which is  
listed on a C hina Connect Market (a “PRC  List co”) and/or the SEH K 
over a certain thr eshold or  reducing  such posi tion below  a certai n 

threshold m ay trigger disclosure of interest r equirements under PRC  
laws and/or Hong Kong laws. It shall be your responsibility to fully 
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understand and comply with any disclosure of interes t rules or deali ng 
restrictions  from  time to time imposed by  the r elevant Chi na Connect 
Authorities and arrange for any relevant filings. 

8.  Short Swing Profit Rule 

Under PRC laws, r ules and regul ations, the “short swing profit rule”  
requires you to give up /  return any  pr ofits m ade fr om purchases  and 

sales in respect of China Connect Securities of a particular PRC Listco if 
( a)  your shareholding  in such PRC Listco exceeds  the threshold  
prescribed by the relevant China Connect Authority from time to time and 

( b)  the corresponding sale transaction occurs withi n six months after a 
purchase transacti on, or vice versa. Penalties may also be imposed by  
China C onnect Authorities if there is a breach of the “short swing profit  

rule”. You (and you alone) must comply with the “short swing profit rule”. 

9.  Foreign Ownership Limits 

Under  PRC  laws, rules  and r egulati ons, ther e is  a limit to how m any  
shares a single for eign investor is permitted to hol d in a single PRC  
Listco, and also a limit to the maximum  com bined holdings of all foreign 
investors in a single PRC Listco. Such foreign ow nershi p limits may be 

applied on an aggregate basis (i.e.  acr oss both domestically and 
overseas  issued shares  of the sam e issuer, w hether the rel evant holdi ngs 
are through Northbound Trading, QF II/RQF II regime or other investment 

channels). It shall be your responsi bility to comply with all foreign 
ownership limits fr om time to time imposed by Applicabl e Chi na Connect 

Laws. Such legal and regul atory res trictions or limitations m ay have an 
adverse effect on the liquidity and performance of an i nves tment in Chi na 
Connect Securities due to factors such as limitations on fund r epatriation, 

dealing restricti ons, adverse tax  treatm ents , higher commission costs,  
regulatory reporti ng requirements and r eliance on services of l ocal  
custodians and service provi ders. As a result, you may suffer losses  

through your trading or investment in China Connect Securities. 

If BofA becomes aware that you have breached any foreign ownership 
limits, or if BofA is so r equired by any Chi na C onnect Authority, incl udi ng, 
without limitati on, as a result of  any Forced-sale Notice issued by the 
relevant Chi na Connect M arket, BofA will sell the rel evant Chi na Connect 

Securities pursuant to Clause 6 (Sale, Transfer and Disgorgem ent)  of  
the Chi na Connect Terms in order to ensure com pliance with all 
Applicable Chi na Connect Laws. SEHK may determine i n its  absol ute 

discretion which exchange participants and w hat quantity of Chi na 
Connect Securities should be subjec t to a Forced-sale Notice (this is  
generally likely to be on a “last-in,  first-out” basis), and SEHK’s  (or SEHK 

Subsidiary’s) own records shall be final and conclusive. 

Where aggregate foreign ownership limit has been breached, no C hina 
Connect Securities  buy orders  for the rel evant C hina Connect Securities  
will be accepted until the relevant Chi na Connect Market informs the 

SEHK Subsi diary or SEH K that the aggregate foreign sharehol ding has  
fallen below a certain percentage. 

Moreover, under PRC laws, where the aggregate holdi ng of for eign 
investors exceeds a specified percentage (the “Cautionary Level”)  of  the 

issued shares of a PRC Listco, upon notificati on by the r elevant C hina 
Connect  Market  to the SEH K Subsidi ary, SEHK and the SEHK Subsidi ary 
are required as soon as practicabl e thereafter to suspend accepting 

China Connect Securities  buy  orders i n respect of the relevant C hina 
Connect Securities. In such circumstances , BofA will reject your buy 
orders  until the aggregate sharehol ding of foreign i nves tors has fallen 

below  a specified percentage (the “Permitted Level”) as  advised by the 
relevant China Connect Market from time to time. 

As of the date of this  Risk Disclosur e Statement,  the si ngle for eign 
investor limit is set at 10% of the total outstandi ng shar es of a PRC Listco 

and the aggregate foreign investor limit is set at 30% of the total 
outs tanding  shares  of a PRC  Listco (while the C auti onary Level and the 
Permitted Level are set at 28% and 26% r espectively of the total 

outs tanding shares of a PRC Listco). Such limits and levels are subjec t 
to change from time to time and BofA shall not be under any obligati on to 
inform you of any such changes relating to foreign ownership limits. 

If a PRC Listco is a regul ated fi nancial i nstitution, there may  be other 
applicable shareholding restrictions. 

10.  China Connect Market - Listed Shares Eligible for 
Northbound Trading 

SEHK will incl ude and excl ude securities  as C hina Connect Securities  
eligible for N orthbound tradi ng based on the criteria prescribed by the 
China Connect Authorities . BofA shall not be under any obligation to 
inform you of any changes to the eligibility of shar es for Northbound 

trading. You should r efer to the HKEx website and other informati on  
published by the HKEx for up-to-date information. 

Accordi ng to applicable C hina Connect Market Listi ng R ules, if any  C hina 
Connect  Market-listed company  is  in the delisting process,  or  its  operation 

is unstable due to financial or other reasons such that there is a risk of 
being delisted or exposing inves tors’ interests to undue damage, the 
China Connect Market-listed company  will be earmarked and traded on 

the risk alert board.  Any change to the risk alert board may  occur without 
prior notice. Under current rul es, if  a China C onnect Security w hich is 
eligible for  Northbound tradi ng is subsequently moved to the risk al ert 

board, investors  under C hina Connect will be allowed only to sell the 
relevant China Connect Security 

and are prohi bited from further buying. For details concerning the risk  
alert board, pl ease refer to the r elevant China C onnec t Market Listing  
Rules and the rel evant C hina Connect Market Risk Alert Board 

Provisional Trading Arrangement and any other rel evant sources  from  
time to time. 

11.  Special China Connect Securities 

SEHK will accept or designate securiti es which cease to meet the 
eligibility criteria for C hina Connect Securities  as  Speci al C hina Connec t 
Securities ( provided that  they  remai n listed on the rel evant  Chi na Connec t 

Market).  In addition, any securiti es or options  (which are not ‘eligible for  
China Connect tradi ng’) received by you as  a resul t of any  distribution of 
rights or entitl ements, conversion, takeover, other corpor ate ac tions or  

abnormal tr ading activities will be accepted or designated by SEHK as  
Special Chi na C onnec t Securiti es. You will be able only  to sell, but not to 
buy, any Special China Connect Securities. 

12.  No Off-exchange Trading and Transfers 

Unless otherwise provided by  a r elevant China C onnect Authority, you  
shall not trade, and BofA shall not tr ade or provide services to facilitate  

trading of, any  China Connect Securities otherwise than through the  
China Connect Market System, and BofA shall not match, execute or  
arrange the execution of any sale and purchase i nstructi ons  or any  

transfer ins tructi ons  from you or effec t any  Non-trade Tr ansfer or  
settlem ent of i nstructi ons i n respect of any Chi na C onnect Securities in  
any m anner otherwise than through China Connect i n accordance with  

the C hina Connect R ules, except for stock borrowing and lending of  
China C onnec t Securities  subject to the conditi ons and res trictions  
prescribed by the Chi na C onnec t Authorities from time to time, post-trade  

allocati on of China C onnec t Securities by  a fund manager or an asset  
manager across the funds and/or sub-funds or clients it manages , or  

other situations specifi ed by the relevant Chi na C onnec t Market and  
CSDCC including successi on, dissolution or liquidation of  any company,  
donati on to a charitabl e foundation or assisting in any law enforcem ent  

action or court proceedings. 

13.  Placing Orders 

Only limit orders with a specified price are allowed pursuant to Applicable 
China Connect Laws, whereby buy orders may be exec uted at or lower  
than the specifi ed price and sell orders may be executed at or higher than 
the specified price. Market orders will not be accepted. 

14.  China Connect Market Price Limits 

China Connect Securities  are subjec t to a gener al price limit of ±10% 
based on the previous Trading Day’s closing price (and a price limit of 

±5% w here the China Connect Securities  ar e on risk alert). The price limit  
may be changed fr om time to time and a different price limit may appl y  
to certain specified C hina C onnect Securities as  announced by  the 

relevant C hina Connect Authority. All orders in r espect of C hina Connec t 
Securities must be withi n the relevant price limit.  Any orders  with a price 
beyond the price limit will be rejected by the rel evant Chi na Connec t 

Market. 

15.  Taxation 

The tradi ng of China C onnec t Securities on SSE and SZSE under China 
Connect currently  enjoys  a tempor ary exemption fr om PRC  ‘incom e’ tax  
and PRC  business tax.. I t is  uncertain w hen such exemptions will expire 

and whether PRC capital gains  tax and/or other PRC taxes will be 
applicabl e to trading of Chi na Connect Securities  under  China C onnec t.  
Dividends derived from Chi na Connect Securities are subjec t to PRC  

withhol ding tax. PRC stamp duty is  also payable for transacti ons  in 
China Connect  Securities  under C hina Connect. You will be fully  
responsibl e for any Taxes  in respect of C hina Connect Securities  

includi ng, without limitati on, any  capital  gains  tax  or  other  PRC taxes, 
and you will indem nify BofA from  and agains t all H ong Kong and/or PRC  
Taxes which BofA may incur or be subjec t to arising in connection with 

any C hina Connect Securities  which you hol d, tr ade or  otherwise deal  
in. Prior  to investing i n Chi na Connect Securities, you are s trongly urged 
to consult your own tax  advisers and counsel with respec t to the 

possibl e tax consequences to you of such inves tment since such tax  
consequences may differ in respect of different investors. 

16.  Client Securities Rules 
 

By way  of brief background, the Client Securiti es Rul es prescribe how  
client  assets are to be dealt with by  all intermediaries  and their associated 

entiti es. Although the Chi na Connect Securities traded through Chi na 
Connect are not listed or traded on the SEHK, you will nevertheless  have 
protection under the Client Securities  Rul es  to the extent required by  

Applicable China Connect Laws. 
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17.  Ownership of China Connect Securities 
 

China C onnect Securities are held in CSDCC. H KSCC is a direct clearing 
participant i n CSDCC and China Connect Securities acquired by  
investors through Northbound Trading will be: 

( a)  recorded in the name of HKSCC in the nominee securiti es account 
opened by  HKSCC with C SDCC and H KSCC will be nominee holder of 

such China Connect Securities; and 

( b)  held in custody  under the depository of C SDCC and r egistered in the 
name of HKSCC in the shareholders’ register of the relevant PRC Listco. 

HKSCC will record inter ests in such Chi na Connect Securiti es in the 
CCASS stock account of the relevant CCASS Clearing Participant. 

Under H ong Kong l aw, HKSCC will be r egarded as the l egal ow ner of 
such China C onnect Securities  and will be regarded as  holding the 

benefici al entitlement to the Chi na C onnec t Securities  on behalf of the 
relevant Clearing Participant(s).  Depending on the custody arrangem ents 
betw een a Cl earing Participant and its H ong Kong or overseas clients , 

such Clearing Participant will in turn generally be regar ded as  holding the 
beneficial entitlement for such Hong Kong or overseas clients. 

Under current PRC regulations, China Connect Securities will be 
recorded in a nominee account opened by  HKSCC with CSDCC  and 
Northbound investors have rights and interests  in Chi na Connect 

Securities acquired thr ough C hina C onnec t according to the Applicable 
Laws. The CSRC Securities  Registration and Settl ement M easures, 
CSDCC Securities R egistration R ules, CSDCC Administrative Rules on 

Securities Accounts , CSDCC Chi na C onnec t Rul es and the r elevant 
China Connect Market R ules gener ally provi de for the concept of a 

“nominee holder” and recognise the Northbound inves tors as the 
“ultimate ow ners” of Chi na Connect Securities . The nature and rights of 
a Northbound investor as the beneficial owner  of C hina Connect 

Securities through HKSCC  as  nominee has  been cl arified by the CSRC  
which has set out that N orthbound investors , as the “ultimate owners”,  
shall hol d C hina C onnec t Securities  thr ough HKSCC and are entitled to 

proprietary interest in such securities as shareholders. 

Northbound investors shall generally exercise their rights in relation to 
China Connect Securities  through HKSCC as the nominee holder. As 
Northbound i nves tors will have ac tual control over voting rights in respec t 

of such Chi na Connect Securities ( either individually or ac ting in concert 
with others), N orthbound investors  ar e r esponsi ble for  com plying with 
disclosur e obligations and rel evant foreign ow nership limits under PRC 

laws and regul ations  in r elati on to C hina Connect Securities acquired 
through N orthbound tradi ng. You should note that,  under  the CCASS 
China Connect Rul es, HKSCC as nominee hol der shall have no 

obligation to take any l egal action or court  proceeding to enforce any 
rights on behalf of the investors i n respect  of  China Connect Securities i n 
the PRC or elsewhere. 

HKEx has published materials to explai n the ownership rights  of 
Northbound investors i n C hina C onnect Securities and may  publish 

further information from time to time. You should ensure you r ead and 
understand all rel evant m aterials published by  the H KEx from  time to 

time incl udi ng, without limitation, any  China C onnec t FAQ for Investors. 
BofA makes no representation or warranty in respect of the ownership 
rights of Northbound i nves tors i n C hina Connect Securities  and/or the 

HKEx published m ateri als. You should m ake your ow n i nvestigation and 
assessm ent of the ownership rights  of Northbound investors i n C hina 
Connect Securities, includi ng without limitation, in r espect of applicable 

Hong Kong and PRC laws, after consulting with your legal advisers. 

18.  No Manual Trade or Block Trade 

There will be no manual trade facility or bl ock trade facility for  Northbound 
trading under China Connect. 

19.  Amendment of Orders and Loss of Priority 

Consistent  with the current practice in the PRC, if  an investor engaged in 
Northbound tr ading wishes  to amend an order, the investor mus t first 
cancel the original or der and then input a new one. Accordingly, order 
priority will be los t and, subj ect to the Daily Quota restrictions (see 

paragraph 5 above), the subsequent order  may not  be filled on the same 
Trading Day. 

20.  Risk of CSDCC Default 

CSDCC has established a risk m anagement fram ework and measures 
that are approved and supervised by CSRC. If CSDCC (as the hos t 
centr al counterparty) defaults, HKSCC may (but shall have no obligation 

to) take any legal action to seek recovery of the outs tanding C hina 
Connect Securities and monies fr om CSDCC through available l egal 
channels and through CSDCC’s liquidati on process, if applicabl e. As 

CSDCC does  not contribute to the H KSCC guarantee fund, HKSCC will 
not use the H KSCC guar antee fund to cover any resi dual loss as a resul t 
of cl osing out of any of CSDCC’s positi ons . HKSCC will in turn distribute 

the C hina Connect Securities and/or moni es recovered to clearing 
participants on a pro-rata basis as pr escribed by the rel evant C hina 
Connect Authoriti es. BofA i n tur n will be distributing the Chi na C onnec t 

Securities  and/or moni es  only to the extent recovered direc tly or i ndirec tly 
from HKSCC. Although the likeli hood of a default  by  CSDCC  is 
considered to be remote, investors shoul d be aw are of this arrangem ent 

and of this potential exposure before engaging in Northbound trading. 

21.  Risk of HKSCC Default 
 

The pr ovision of services pursuant to the Chi na C onnect Terms also 
depends  upon the performance by  HKSCC of its  obligations. Any acti on 
or inac tion of HKSCC or a failure or delay  by  HKSCC i n the performance 

of its obligati ons m ay result in a failure of settl ement, or the loss , of China 
Connect Securities and/or  monies i n connection with them and you may  
suffer losses  as a result. N either BofA nor any Related Person shall have 

any responsibility or liability for any such losses. 

22.  Average Pricing across Funds for Fund Managers 

Where you act as (i) a fund manager  (on behalf  of  more than one fund)  
or (ii) an asset m anager (on behalf of mor e than one cli ent),  and you pre-  

allocate C hina Connect orders across such funds or  clients which you 
manage, BofA m ay offer Averag e Pricing for such orders notwiths tandi ng  
such orders may  be executed at dif ferent times  during the same Tradi ng  

Day. Where Average Pricing applies , each fund or client  will be allocated 
China C onnec t Securities (or their proceeds) at the same aver aged price, 

which may  be higher or low er than the price w hich such fund or client 
would have paid or  received had the orders  been processed i ndividuall y  
and i n the order  submitted direc tly or indirectly  to BofA. BofA will not be 

responsibl e for any such differ ence in pricing or any loss or risk arising  
from the application of Average Pricing. 

23.  Disclosure of Information and Publication of Trade 
Information 

SEHK may r equire BofA to provide informati on on your pr ofile, and the 
type and value of your orders in rel ation to Northbound trading of Chi na 

Connect Securities  and the trades  which BofA executed for you, at such 
intervals  and i n such form as SEHK m ay specify  from tim e to time for  
purposes of their publication, dissemination or public distribution of 

aggregated informati on in respec t of Chi na Connect Securities trades  
under China Connect, tradi ng volum es, investor profiles  and other r elated 
data. 

24.  Client Error 

Neither BofA nor any  Related Person shall be liable for any loss, damage 
or expense or  consequential l oss, damage or expense suffered by an  

investor as a result of any tradi ng based on the i nves tor’s ins tructions.  
BofA will not be able to unwind any  trade or send i n client’s order  
cancellation reques ts  in case of conti ngency  such as w hen SEH K l oses  

all its communication lines with the relevant C hina Connect M arket, in  
which case i nves tors shall bear the settlem ent obligations  if the orders  
are matched and executed. Investors should also take note of the  

settlem ent arrangements in respect of China Connect Securities  under  
China C onnec t, the pre- trade checking requirement and the res triction  
on day (turnar ound) trading which may affect the i nves tor’s ability to  

mitigate the consequences of its own error trades. 

Although off-exchange transfers  may  be permitted between exchange 
participants and their  clients  to rectify  error  trade i n limited circumstances, 
ther e is  a lack  of clarity  as  to the circumstances  in which such trans fers  

may be permitted. Also, SEHK has  the power to disallow a particular  
exchange participant to conduct Non-trade Tr ans fers for  error trade 

rectificati on if SEHK has reas onabl e cause to suspec t or to believe that 
the exchange participant may abuse or may have abused such 
rectificati on arrangem ents, or may have used such recti fication 

arrangements to circumvent the prohi bition agains t of f-exchang e trades  
or transfers. BofA shall have absolute discretion to determine whether to 
conduct any trans fer to rectify any  error tr ade and shall have no obligation 

to do so. 

25.  Operation of China Connect Service/Novelty of China 
Connect Market System 

SEHK or the r elevant SEHK Subsidiary  (after  consulting with SEHK)  may,  
under certain circumstances as specified in the SEHK rules and/or  
whenever the SEHK determines  that it  is appropriate and in the interest  
of a fair and orderly market to protect investors, tem porarily suspend or  

restrict all or part of the order-routing and rel ated supporting services with  
regard to all or any N orthbound tr ading of C hina Connect Securities, and  
for such durati on and fr equency as SEHK may consider appropriate. You  

will not be abl e to buy or sell C hina Connect Securities on SEH K through  
China C onnec t during any period i n which trading of China Connect  

Securities is  suspended. In particular,  you should note that w hile tradi ng  
of China Connect Securities is suspended by SEHK, trading of such  
China C onnec t Securities m ay continue on the relevant China Connect  

Market.  You m ay rem ain exposed to fluc tuations i n the price of Chi na  
Connect Securities caused by tradi ng on the rel evant Chi na Connect  
Market during the period w hen tr ading of such C hina Connect Securities  

is suspended by SEHK. 

Moreover, SEHK or the relevant SEHK Subsidiary (with the agreement of 
SEHK)  may  cease the provisi on of the Chi na Connect  N orthbound tradi ng  
service permanently. 

Such suspensi on, restricti on or cessation will affec t BofA’s ability to 
accept and pr ocess your orders and you are advised to refer to the H KEx 

website and other information published by the HKEx for up-to-date 
informati on.  Ther e can be no assur ance that  your orders will be accepted 
or processed, notwithstanding that China Connect Securities may be 
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traded through other channels including, without limitation, by PRC 
investors on the relevant China Connect Market. 

In addition, BofA pr ovides tr ading  services  based on the C hina Connect 
Market System which is operated by the relevant C hina Connect 
Market.  BofA is not responsible for any  suspension, delay, restriction, 

interruption, failur e or cessation of trading / order-routing or any  error 
caused by the C hina Connect Market Sys tem or the China Connect 
Service, and investors accept all risks arising from  trading Chi na 

Connect Securities through the China Connect Market System  or  the 
China Connect Service. 

26.  Operational Hours 

SEHK has  absol ute discretion to determine fr om time to time the 
operational hours of the China Connect Service, and will have absol ute 

discretion to change the operational hours and arrangements of the 
China Connect Service at any time and without advance notice w hether 
on a temporary basis,  due to oper ational needs,  incl ement  weather,  under 

emergency situation or otherwise. BofA shall not be under any obligation 
to inform you of any such determinati ons by the SEHK as to the 
operational hours of the China Connect Service. 

Where, for  example, there is any  price sensitive information r elati ng to a 
PRC Listco during a time w hen the China Connect Service is not in 

operation, the A Shares  of the PRC Listco may  continue to tr ade on the 
relevant China Connect Market and the price of such A Shares may m ove 
significantly.  In such case, Northbound investors will not be able to trade 

in such shares until the next available Trading Day under China Connect. 

27.  Short Selling 

BofA is not currently abl e to accept any sell order w hich would be subject 
to the China Connect Rules  in rel ation to short  selling  (“Short Selling”) 
set out in SEHK Rul e 14A17 and SEHK R ule 14B17 of the Chi na Connect 

Rules. Accordingly, you shall not place, and BofA will not accept: 

( a)  Short Selling orders; or 

( b)  Uptick Long Sale orders. 

By instruc ting BofA to undertake any sell order on C hina Connect, you 
represent and undertake on a continui ng basis (without prejudice to any  

rights and r emedi es w hich BofA m ay have under any  existing terms that 
BofA has with you relating to China C onnect, under any other contrac t or  
in law), that: 

(i )  any  order that you pl ace with BofA in relati on to China 
Connect Securities  is not, and will not be, a Short  Selling order or an 
Uptick Long Sale order; and 

(i i ) you will immedi ately inform BofA if this representati on is  not 
correct or has  become misleadi ng, or you have not compli ed, or  will not 

comply, with any of your obligations under the China Connect Terms. 

You shoul d note that naked Short Selling is prohi bited for Northbound 
trading. Covered Short Selling of China Connec t Securities is permitted 
subjec t to certain requirements  in the China C onnect Rul es. H owever,  
BofA will not facilitate covered Short  Selling of China C onnect Securities  

and/or any Uptick Long Sale, until such time as BofA notifies you 
otherwise. 

If you do ins truct BofA to undertake any Short Selling orders or Uptick  
Long Sale orders on your behalf, you shall be responsible to BofA and 

any  Related Person for any  risk, liability, l oss, expense or cost r esulti ng 
from such instruction. 

28.  Risks associated with investing in China Connect 
Securities 

PRC-related risks 

Inves ting in the PRC, an em erging market, i nvolves special  
considerati ons  and risks, including but not limited to greater price 

volatility,  less developed r egulatory and legal  framew ork, economic, and 
social and political instability. 

Market risk 

The market val ue of C hina Connect Securities and the incom e from them  
may go down as  well as  up. Ther e can be no assurance that you will 
achieve profits  or avoi d losses from trading C hina Connect Securities, 

significant or  otherwise. The return you r eceive from the Chi na Connect 
Securities (if any) will fluc tuate in r esponse to changes in capital  
appreciati on and/or income relati ng to such Chi na Connect Securities. 

Furthermor e, Chi na C onnec t Securities m ay experience vol atility and 
decline depending on market conditions. Through trading China Connect 
Securities, you are exposed to various forms of risk, including for  

exampl e, interes t rate risks (risks of falling China C onnec t Securities  
values  in a rising inter est rate m arket), i ncome risks (risks of falling 

incomes from  China Connect Securities  in a falling interest rate market)  
and credit risk (risk of a default by an issuer of China Connect Securities). 

Possible business failure risk 

In the current economic environment, global m arkets  ar e experienci ng 
very high level of volatility  and an increased risk of corporate fail ures. The 
insolvency  or  other  cor porate failures  of any  issuer of Chi na Connect 
Securities may have an adverse effect on your i nves tment. You may lose 

money by investing in China Connect Securities. 

Equity risk 

Inves ting in Chi na C onnec t Securities  may offer a higher rate of return 
than investing in short term and longer term debt securities. H owever, the 
risks associated with investments  in Chi na Connect Securities  may  also 

be higher, because the investment performance of C hina Connect 
Securities depends upon factors which are dif ficult  to predic t.  Such 
factors i nclude the possi bility of  sudden or pr olonged market  declines and 

risks associ ated with individual companies . The fundamental risk  
associ ated with any equity port folio is the risk that the val ue of the 
investments it holds might suddenly and substantially decrease in value. 

Dividend risk 

Whether an issuer of Chi na C onnec t Securities will pay distributions is  
subjec t to such underlying issuer’s dividend policy. Dividend payment 

rates in r espect of Chi na Connect Securities may depend on fac tors  
includi ng gener al economic conditi ons  and the fi nancial positi on of the 
relevant issuers. There can be no assurance that any  dividends  or  

distributi ons  in respec t of Chi na C onnec t Securities  will be decl ared or  
paid. 

Liquidity risks 

Although Chi na Connect Securities are listed for trading on the relevant 
China Connect Market and available for  trading through the SEHK by  
China Connect,  there can be no assurance that an active tr ading m arket 

for China Connect Securities will devel op or be mai ntained. If spreads on 
China Connect Securities are wide, this may  adversely affect your ability  
to dispose of China Connect Securities  at the desired price. I f you need 

to sell Chi na C onnec t Securities at a time when no active market for them  
exists, the price you receive for your Chi na C onnec t Securities — 
assuming you ar e able to sell them — is likely  to be lower  than the price 

received if an active market did exist. 

General legal and regulatory risk 

You mus t comply  with all Applicable C hina C onnec t Laws. Furthermor e, 
any  change in any Applicabl e C hina Connect Laws m ay have an impact 
on the market sentiment which may  in tur n affect the performance of 

China Connect Securities . It  is impossible to predict w hether such an 
impact caused by  any such change will be positive or negative for China 
Connect Securities. In the worst case scenario,  you m ay l ose a material  

part of your investments in China Connect Securities. 

Currency risk 

RMB is not yet freely convertibl e in Hong Kong, and is  subjec t to foreign 
exchange controls and restrictions. Particul arly, conversi on of RMB 
through banks in Hong Kong is subjec t to certain res trictions . It may be 
difficult  for i nvestors to convert RMB i nto Hong Kong dollars  or  other  

currencies  or vice versa at any specific tim e, and conversion will be 
subjec t to conversion costs and such costs and timings for conversi on 
may not be of your preference. 

In addition, the value of RMB agains t Hong Kong dollars  or other foreign 
currencies  may be affected by a wide range of factors. There is no 
guarantee that RMB will not depreciate.  A depreci ation of  RMB may  result  
in a decrease in the market value of the RMB securities and the 

realisati on price of the RMB securities. For non-RMB based investors  
who ar e trading in RMB securities, they may also sus tain l oss in the event 
that they subsequently convert any RMB proceeds  back to Hong Kong 

dollars or other base currencies. 

There ar e also significant r estrictions on the remittance of RMB into and 
out of the PRC. If the issuer of the RMB securities is not able to remit  
RMB to H ong Kong or make distributions in RMB due to exchange 
contr ols or other restrictions, the issuer may make distributi ons (incl udi ng 

dividends  and other payments) i n other currencies. Investors  may  
ther efor e be exposed to additional for eign exchange risk and liquidity  
exposures. 

The liquidity and tradi ng price of C hina C onnect Securiti es m ay be 
adversely affected by the limited availability of RMB outside the PRC and 
the res trictions on the conversion of RMB. These factors may affect the 
liquidity of RMB for investors and accordingly adversely affec t the m arket 

demand for China Connect Securities. 

29.  Risks associated with investing in ChiNext Securities 

You should be awar e that Chi na C onnec t Securities tr aded on C hiNex t 
may carry a different and higher  risk profil e compared with Chi na Connec t 
Securities traded on the SZSE Mai n Board Market or the SZSE SM E 

Boar d Market. In particular, and without limitati on, you should note the 
differences listed below. 
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Differences in regulations 

The obj ective of ChiNext is t o prom ote the development of innovative 
enterprises  and other growing start-ups . Accor dingly, the rules and 
regulations regardi ng securities on ChiNext are l ess stringent in terms 
of profitability and share capital than those in r espect of the SZSE Mai n 

Boar d M arket or  the SZSE SME Board Market.  For  example, 
companies  listed on ChiNext  are not required to continuously make 
profit in the three accounting years  preceding their i nitial  public  offering 

(“IPO”), they m ay therefore not be pr ofitable or they  may  have 
cumulative uncover ed l osses  at the time of IPO. It  is possibl e that 
companies  listed on ChiN ext m ay fail to make profi ts, continue suffering 

losses or not distribute profits after listi ng. In addition, ChiNex t 
Securities are subject to differ ent tr ading rules from those applicable to 

shares  on the SZSE Main Board Market or  the SZSE SM E Boar d 
Market. You should fully consider and understand the rel evant rul es 
applicabl e to C hiNext Securities and car efully revi ew any futur e 

issuance of, and am endments or supplem ents  to,  the rules  and 
regulations applicable to ChiNext from time to time. 

Emerging nature of ChiNext companies 

Companies listed on ChiN ext usually (i) rely significantly on new 
technol ogy, new business model, new industry and adopt asset-light 
structur e, (ii) demand repaid developm ent of technologies and upgrade 

of industry; (iii) adopt business model that can be easily replicated and 
(iv) are subject to high fl uctuati on in business performance. Therefore, 
the sus tainability of  the company’s i nnovation capability, profitability  

and resistance to risks remains uncertain following listing on ChiNext. 

Delisting risk 

The rules  and regulations for companies  to rem ain listed on ChiNex t 
are s tricter than those listed on the SZSE Main Boar d Market or the 
SZSE SME Board Market. There are also more delisting triggers, such 

as where the market  val ue fails  to meet applicable requirements,  or the 
informati on disclosure or other aspec ts of a company's oper ations ar e 
subjec t to material non-compliance. In additi on,  the r ules  and regul ations 

of ChiNex t are impl emented in a s tricter manner. For instance, in the 
event that a company listed on ChiN ext is unable to conti nue to 
operate, or sol ely relies  on tr adi ng activities  irrelevant  to i ts  cor e 

business or on tr ansactions  with affiliated entities  without commercial 
substance, delisting might be triggered. 
 

Restrictions on voting rights 

 

The voting rights attached to different classes of shar es of a com pany 
listed on ChiN ext may be different, so that the control of the com pany 

may be more concentr ated. Com pared with shareholders hol ding 
shares  with special  voti ng rights, the influence of i nves tors hol ding 

ordinary shares  m ay be res tricted. The rel evant ChiNext listing rul es 
and the articles  of associ ation of a company  listed on C hiNext may  set 
forth scenarios  wher e shares  with special voting rights will be converted 

to ordi nary shares on a 1:1 basis and such conversion may take place 
with immedi ate effect upon the occurrence of such scenarios. Investors 
should m onitor announcem ents  of com panies listed on ChiNext in order 

to be awar e of any  changes  to the shar es  of those companies  with 
special voting rights. 

 

Higher risk of price fluctuation 

After  implementation of the registration mechanism, wider price limits 
apply in the auction tr ading system  of ChiNex t. In particular,  ChiNex t 
Securities ar e not subject to any price limits during the initi al five trading 

days  upon IPO, and subsequently  a daily limit  of  20% upwar d or 
downw ard fluc tuation i n share price from  the previ ous  closing price will 
apply. In additi on,  unlike shares  on SZSE Main Board Market or the 

SZSE SME Board Market, C hiNext Securities can be used for margin 
financing and securities lending fr om the first tr adi ng day . Investors 
should understand and monitor the related risks. 

 
Risks associated with shares or depository recei pts (“DRs”) of Red-

chip Companies 

 

A company, which is  incorpor ated outside the PRC and conducts  its 
principal busi ness activities i nside the PRC and has a substanti al  
portion of its shareholdi ng hel d or controll ed directly or indirectly by 
Chinese entities or individuals (a "Red-chip  Company"), is allowed to 

issue shares  or DRs on ChiNext. DRs are issued by depositaries and 
are offered withi n the PRC with overseas securities  as the underlying 
assets. 

DRs represent the equity interest of such overseas securities. A holder 
of the DRs of a R ed-chip Com pany does not have any  proprietary 
interes ts in,  and does not direc tly hold,  the relevant underlying overseas 

securities , although the rights  and interests  of such DR holder ar e 
basically eq uivalent to those of a foreign shareholder of the underlying 
overseas securities. You should note and understand the relevant rules 

applicabl e to, and the risks associ ated with, Red-chip Com pany shares 
and/or DRs 

 

 

 

30.   Risks associated with investing in STAR 
Market Securities 

You should be aware that China Connect Securiti es traded on the 

STAR Market may carry a different and higher risk profile compared 
with China C onnec t Securities traded on the SSE Main Board. In 
particul ar, and without limitation, you shoul d note the differences  listed 

below. 

 
Differences in regulations 

 

The obj ective of the STAR Market is to pr omote the development of 
companies  with innovative science and technol ogy. Accordi ngly, the 
rules and r egulations regarding compani es listed on the STAR Market 
are less stringent in terms of profitability and share capital than those 

of the SSE Mai n Board. For exam ple, companies listed on the STAR 
Market are not required to conti nuously make pr ofit in the three 
accounti ng years  precedi ng their  IPO, they  may  therefore  not be 

profitable or they m ay have cumul ative uncover ed l osses at the time 
of IPO. It is possi ble that com panies listed on the STAR Market may 
fail to make pr ofits,  continue suffering losses or not distribute pr ofits 

after listing. In additi on, STAR Market Securities  are subjec t to 
differ ent tradi ng rules from those applicable to shares on the SSE 
Main Board. You should fully consider and understand the rel evant 

rules applicabl e to the STAR M arket Securities  and car efully r eview 
any  future issuance of, and amendm ents or supplements  to, the r ules 
and regulations applicable to the STAR Market from time to time. 

 
Innovating nature of the companies listed on the STAR Market 

 

Companies  listed on the STAR M arket are usually from industries that 

(i) require extensive investm ent in research and development, (ii) 
require an ex tended time period before becoming profitabl e, (iii) 
demand the use of the mos t advanced technologies, and (iv) rely 

significantly  on core pr ojects , key  experts  as  w ell as  a limited num ber 
of suppliers. Therefore, the sustainability of the company’s innovation 
capability, business developm ent and pr ofitability remai ns uncertain 

following listing on the STAR Market. 

 
Delisting risk 

 

The r ules and r egulati ons  for  compani es to r emain listed on the STAR 

Market are stricter, and it gener ally requires less time to delist a 
company  listed on the STAR M arket, than those listed on the SSE 
Main Boar d. Ther e are also more delisting triggers, such as where the 

increase in market value fails to meet applicable requir ements, or the 
informati on discl osure or  other  aspec ts of a company's operations are 
subjec t to material non-compliance. In addition, the r ules and 

regulations of the STAR  Market are impl emented i n a s tricter manner. 
For instance, in the event that a company listed on the STAR Market 
is unabl e to continue to operate, or solely relies  on trading ac tivities 

irrelevant to its core busi ness  or  on transacti ons  with affiliated enti ties 
without commercial substance, delisting might be triggered. 

 
Restrictions on voting rights 

 

The voti ng rights attached to differ ent classes of shares  of a com pany 
listed on the STAR  Market m ay be differ ent, so that the contr ol of  the 
company may be more concentrated. C ompared with sharehol ders 

holdi ng shares with special voting rights, the influence of i nves tors 
holdi ng or dinary  shares  may  be r estricted. The rel evant STAR Market 
listing rules  and the articles  of associ ation of a company  listed on the 

STAR Market may set forth scenarios where shar es with special 
voting rights will be converted to ordinary shares on a 1:1 basis and 
such conversion m ay take place with immedi ate effect upon the 

occurrence of such scenarios. Investors should monitor 
announcements of com panies listed on the STAR Market in order to 

be awar e of any  changes  to the shares of those com panies with 
special voting rights. 

 
Higher risk of price fluctuation 

 

Wider price limits  apply  in the auc tion tr adi ng system of the STAR  
Market. In particular, STAR M arket Securities are not subjec t to any  
price limits during  the initi al five trading days  upon IPO, and 

subsequently a daily limit of 20% upward or downw ard fluctuation in 
share price from the pr evious closi ng price will apply. In addition, 
unlike the SSE Mai n Boar d shares , STAR Market Securities  can be 

used for margin financi ng and securities lending from the first tr adi ng 
day. Investors should understand and monitor the related risks. 

 
Risks associated with shares or DRs of Red-chip Companies 

 

Red-chi p Com pany is allowed to issue shares or DRs on the STAR 
Market. DRs ar e issued by depositaries and ar e offered within the 
PRC with overseas securities as the underlying assets. DRs r epresent 

the equity i nter est of such overseas securities . A holder of the DRs of a 
Red- chi p C ompany does not have any  pr oprietary interes ts in, and 
does not directly hol d, the r elevant underlying overseas securities , 

although the rights and interes ts of such DR hol der are basically 
equivalent to those of a foreign shar eholder of the underlying overseas 



- 6 -  

securities . You should note and understand the rel evant rul es 
applicabl e to, and the risks associated with, R ed-chi p Com pany 
shares and/or DRs.  

 

31.  Risks in relation to Trading ETFs 

 

You should be aw are that ETFs traded on SSE and SZSE on China 
Connect Market and their shar es may , at times, trade at a premium  or 
discount to their net asset val ues. An ETF m ay not replicate exactly 
the performance of the benchmark index it seeks to tr ack for a 

number of reasons, including  (without limitation) transacti on cos ts 
incurred by  the ETF, the tempor ary unavailabili ty of certai n i ndex 
securities  in the secondary market or  discrepancies  betw een the ETF 

and the index with respect to the weighting or number of instr uments 
held by  the ETF. An ETF m ay also experience price fluctuations , 
unreasonable discount/premi um rates or tracking errors due to, 

among others, substantial shar e price fl uctuati on, lack of liquidity , 
influence from OTC str uctur ed products and/or abnormal situations 
with respect to the cons tituent securities  of the index  tracked by  such 

ETF. 

 
Differences in Regulations 

 

Trading rul es  applicable to ETFs traded on the relevant China 
Connect M arket differ from those applicable to the shares traded on 
the SSE M ain Board, the SZSE M ain Board Market or the SZSE SME 

Boar d Market in terms of,  for example, spr ead, daily price limit, and 
that there will be no delisting arrangement period for ETFs eligible for 
Northbound tradi ng (i.e., if an eligible ETF is delisted from SSE or 

SZSE, it will be excluded as Chi na C onnect Securities and rem oved 
from the eligible list from the date when such ETF is delisted and no 
further buy or sell orders will be accepted). You shoul d fully consi der 

and understand the r elevant rules applicable to the ETFs  and carefully 
review any  future issuance of,  and am endments or supplements  to, 
the rul es and regulati ons  applicabl e to the ETFs  from  time to time. 

You shoul d also note that rules applicable to ETFs  listed on 
SSE/SZSE differ from those applicabl e to ETFs  listed in Hong Kong or 

other market i n a number of aspects , i ncludi ng but not limited to (i) 
delisting, (ii) change of fund manager, and (iii) liquidation and 
cancellation of fund units. You should fully consi der and understand 

the relevant rules applicable to the ETFs listed on SSE/SZSE. 

 
Ineligibility Event 

 

You should note that eligible ETFs that subsequently m eet certai n 
criteria upon regular r eview will be designated as sell-only securities 
and restricti ons will be placed on buying. The full list of Chi na C onnec t 
Securities eligible for Northbound trading, i ncluding A Shar es and 

ETFs, is availabl e on the H KEX w ebsite, w hich will be review ed and 
updated from time to time. 

 
Market Risk 

 

ETFs ar e designed to track the performance of certai n indices , market 
sectors, or groups of assets such as s tocks . ETF managers may use 

differ ent s trategies to achieve this goal, but in gener al they do not 
have the discretion to take defensive positions i n declini ng markets . 
You mus t be prepar ed to bear the risk of loss  and volatility associated 

with the underlying index/assets. 

 
Tracking Errors 

 

Tracking errors refer to the disparity in performance betw een an ETF 
and its  underlying i ndex/assets. Tracking errors can arise due to 
factors such as the impact of transac tion fees and expenses incurred 

to the ETF, changes i n composition of the underlying  i ndex/assets , 
and the ETF m anager's replicati on strategy (the common replication 
strategies include full replicati on/r epresentative sam pling and 

synthetic replication). 

 
Trading at Discount or Premium 

 

An ETF may  be traded at a discount or premium to its  net asset value. 
This price discrepancy is caused by supply and dem and fac tors, and 
may be particularly likely to em erge during periods of high market 

volatility and uncertainty . This phenomenon may also be observed for 
ETFs tracking specific markets or sectors that are subjec t to direc t 
investment restrictions. 

 
No Primary Market Activities Allowed 

 

China Connect only encompasses secondary m arket trading. Primary 
market ac tivities, such as initial public offering of China Connec t 
Securities and ETF subscription and redemption, are not supported. 

 
Delay in Dividends Payment or Income Distribution 

 

As HKSCC needs  to carry out currency  conversion, clearing and/or 
distributi on with respect to RMB dividends  received from  CSDCC, 
ther e may  be a del ay in your receipt of the dividends  or  incom e 
distribution over the China Connect Securities (including ETFs). 

 

32.  Risks in relation to A Share Odd Lot Trading  

 

You should be aw are that buy or ders involving odd lots ar e not 
allowed for N orthbound trading under Chi na C onnect . A sale of A 
Shar e odd l ots is  allow ed provided that the sell or der r elates to the 

sale of all, and not part,  of  the odd lots  held in respect of an A Share 
under C hina C onnec t.  Provi ded that you trade A Shares  through 

multiple tradi ng accounts  and hold odd l ot shar es of the same A 
Shar e in dif ferent accounts at the same time, you should pl ace a sell 
order for all the odd lot shares of the same A Share held in each 

trading account in one go.  

 

If the relevant A Shares  held by you ar e under the cus tody of BofA 
and/or its affiliates , BofA will carry out proper checki ng before the 
execution of such sell order to ensure that the odd lot to be sol d is the 

total number of odd lot  shares  of the same A Share held by you under 
the cus tody of BofA and/or  its affiliates. Your failure to comply  with the 
requirement in this regard may render your odd l ot sell orders be 

rejected by BofA. N either BofA nor any R elated Person shall have any 
liability for any risk, liability, loss, cost or expense resulting from such 
rejection.  

 

If the r elevant A Shares hel d by you are not under the cus tody of BofA 
and/or  its affiliates, BofA is not obliged to ensur e the odd lot sell or der 
submitted by you incl udes all the odd lot  shares  of the same A Share 
held by you before submitting your  sell order. H owever, it  is your sol e 

responsibility  to observe and comply with the relevant rul es r egarding 
odd lot  trading (including without limitati on the requirem ent as  noted i n 
this Risk  Disclosure Statement).  Any risk, liability,  loss , cost or 

expense r esulti ng from  non-com pliance with the odd lot  trading 
requirement shall be borne by you. 

 

33.  Severe Weather Trading  

 

You shoul d be aware that fr om 23 September 2024, H KEx will 
maintai n normal operati ons of the Hong Kong securities and 
derivatives markets during severe w eather conditions (the "SWT 

Arrangements"). Severe weather conditions  include Typhoon Signal 
No. 8 or above or the Bl ack Rai nstorm War ning issued by the H ong 
Kong  Observatory, or " Extrem e C onditions" announcement by the 

HKSAR  Government. In r esponse to the SWT Arrangements, from  23 
Septem ber 2024, BofA will continue to provide the C hina C onnec t 
Services  on Trading D ays with sever e weather  conditi ons  as  it 

normally w oul d do on a regular tradi ng and settl ement day  (subject to 
any  adjustm ent BofA may  make from  time to time as  a resul t of 
changes by SEHK in the oper ational hours of the Chi na C onnec t 

Service as referred to i n paragraph 26). The provisions in respect of 
placing orders, settlement of funds and such other func tions i n the 
China Connect Terms shall be i nter preted accordingly. In particular, i n 

the event that BofA agrees  to pr efund any  orders, BofA shall be 
entitl ed to retain the funds received from the HKSCC in respec t of the 
prefunded orders. 

 

 


