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GENERIC RISK DISCLOSURE STATEMENT

—RERTEEE
Purpose
H&Y
1. This Risk Disclosure Statement covers Foreign Exchange, OTC derivatives, structured note

and warrant transactions (hereinafter referred to as “Transactions”) and is intended to be
generic in nature. A large part of minimising risk should begin from reading the terms of each
Transaction carefully but there is also a need to be informed of the various forms of risk, such
as market risk, credit risk, liquidity risk, funding risk, operational risk, foreign exchange risk,
underlying risk, early termination risk, interest risk, country risk, tax risk, reinvestment risk,
emerging markets and legal & enforcement risk. A more detailed disclosure statement is
annexed.
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With respect to capacity, you should be aware that DBS Bank (Taiwan) Limited (“we”,
“DBST” or the “Bank?) is at all times, acting as a potential arm’s length counterparty, and not
as your financial adviser or fiduciary, unless DBST has otherwise agreed in writing. This does
not imply that DBST does not at any time render advisory services, merely that this only occurs
where DBST assumes a positive responsibility for a counterparty’s portfolio and expressly
agrees in writing to provide advisory services.
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You should also be aware that DBST and/or its affiliates may from time to time take
proprietary positions and/or make markets in instruments identical or economically related to
the Transactions entered into with you, or may have an investment banking or other
commercial relationship with and access to information from the issuer(s) of securities,
financial instruments or other interests underlying Transactions entered into with you. We may
also undertake proprietary activities, including hedging transactions related to the initiation or
termination of a Transaction with you, that may adversely affect the market price, rate, index or
other market factor(s) underlying a Transaction entered into with you and consequently the
value of the Transaction.
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GENERIC RISK DISCLOSURE STATEMENT FOR

FOREIGN EXCHANGE, OTC DERIVATIVES, STRUCTURED NOTE AND WARRANT

TRANSACTIONS
SNER S ~ IEBELTA MRS - EREREG RIERR G —RERTHES

GENERAL DEFINITIONS
—fER

1.

Foreign Exchange / OTC derivative transactions include FX spot, options, forwards, swaps,
caps, floors, collars and combinations and variations of such transactions together with other
contractual arrangements.
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Structured notes include debt or depository instruments having economic features similar to
OTC derivative transactions. Warrants are classed as securitised options.
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(For the purposes of this Statement, all Foreign Exchange/ OTC derivatives, structured note and
warrant transactions are hereinafter referred to as “Transactions”)
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RISK DISCLOSURE STATEMENT
JRBRTRES

1.

Before considering any Transaction, you must consider whether the Transaction is appropriate
in the light of your objectives, experience, financial and operational resources and other
relevant circumstances. The expressly stated terms of the Transaction is the next step to note.
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Before entering into any Transaction, you should inform yourself of the various types of risk
and the nature and extent of the exposure to risk of loss, which may significantly exceed the
amount of any initial payment by or to you. The following are given as illustrations of the
types of risks which you may encounter. This list is not exhaustive.
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Market Risk. There is a general risk of market failure which arises from political or financial
developments.
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(vi)

(vii)

(viii)

(ix)
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Credit Risk. There is a risk of counterparty or issuer default which may arise from, inter alia,
insolvency factors. As a guide, you are advised to refer to the latest reports from reputed rating
agencies.
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Legal and Enforcement Risk. There is a risk that default due to for example, credit failure,
will lead to consequent legal and enforcement problems.
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Liquidity Risk. The benefits of customisation in achieving particular financial and risk
management objectives may be offset by significant liquidity risks.
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Operational Risk. It is essential to ensure that proper internal systems and controls are
sufficient to monitor the various types of risk which can rise and which can be quite complex.
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Emerging Market. Transactions involving emerging markets involve higher risk as the
markets are highly unpredictable and there may be inadequate regulations and safeguards
available to participants in such markets.
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Underlying Risk. The value and return of any Transaction will be subject to the movements
in the price and any risks in the underlying reference asset of a Transaction.
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Early Termination risk. No early uplift, withdrawal, modification, termination is permitted
except with the Bank’s prior agreement or otherwise provided under a Transaction. You may
suffer losses or be required to compensate the Bank for costs, if any, as a result of any early
uplift, withdrawal, modification, termination requested by you.
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Interest Rate risk. Volatility of the interest rate market may impact the value and return of a
Transaction.
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(X) Foreign Exchange risk. Changes in foreign exchange rate(s) can be unpredictable, sudden
and large. Such changes may result in the value of a Transaction moving adversely against
your interests and negatively impacting upon the return on, or settlement of, a Transaction.
Foreign exchange rate(s) will be influenced by the complex and interrelated global and
regional political, economic, financial and other factors that (directly or indirectly) can affect
the currency markets.

Where you have converted amounts from another currency for investment or settlement of a
Transaction, you should bear in mind the risk of exchange rate fluctuations that may cause a
loss on conversion of such currency back into your original currency.

EREE. ERE(LAREE AR TR ~ SR RORHIEHY © BRI R
PEE 2 TN AR s H A E 2 B B ERBNEEAER o RS2 FERE K
A ARGV R RSIEUE ~ 80K ~ M4 R H A BRI B G TGS R R
ISR B REEE S Z R o — T GBI B o — T EN - G B AR % Bk
[ FRAG RS - ATRE G SR PR EhE b -

(xi)  Country risk. Political, economic, or natural disasters may occur in a country may adversely
affect the financial markets and the volatility of interest rates, foreign exchange rates and any
assets which the Transaction is referencing to.
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(xii) Tax risk. All payments by the Bank to you are subject to the fiscal or other laws and
regulations applicable to the Bank in the place of payment.
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(xiii) Reinvestment risk. If a Transaction is early terminated, you may not be able to find
comparable investment and re-investment in any other investments may result in a return less
than the return that would otherwise have accrued under such early terminated Transaction.
BHRERRE S5 RA R - TR A IE P Ehe 2 e BRI DU B E T
] HAA BRI - AT R S AT R/ iR s FR S 3 2 I v] B B

(xiv) Mark-to-Market Risks You need to be aware of the mark-to-market (MTM) value of a
Transaction, which is determined by many market factors and is calculated in accordance with
the internal valuation model of the Bank. Hence, the value may be significantly different from
the intrinsic value calculated by simple arithmetical method. You will bear the downside risk of
the MTM value fluctuation of a Transaction.
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(xv) Interaction Risk Different types of risks may interact unpredictably, particularly in times of
market stress.
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PRODUCT SPECIFIC RISK DISCLOSURE
SRR TR

1. FX Forward iZHA4NE

The Counterparty buys from the Bank a pre-agreed amount of one currency (“Currency A”) and sells
to the Bank a pre-agreed amount of another currency (“Currency B”) at the Forward Rate on the
Settlement Date. (The Spot Rate and Forward Rate are expressed herewith as the amount of Currency
B per one Currency A)
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Risks:  In respect of the FX transaction, if Currency A depreciates against Currency B such that the
Spot Rate on the Settlement Date is at a level less than the Forward Rate, the Counterparty
will suffer a loss calculated by reference to the absolute difference between the Forward Rate
and the Spot Rate and such losses may be substantial. In the worst case scenario, loss
incurred by the Counterparty under this Transaction may be unlimited.
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Benefits: In respect of the FX transaction, if Currency A appreciates against Currency B such that the
Spot Rate on the Settlement Date is at a level greater than the Forward Rate, the
Counterparty can buy the Notional Amount at the Forward Rate.
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Payoff

Forward Ra}e/

Spot Rate on the
Settlement Date
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2. NDF ARSI EBEASNE

A NDF is similar to FX forward, and the major difference is that the exchange settlement will be cash
settled.
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3. Forward Rate Agreement ZHEAF|=R 75

Forward rate agreement (FRA) is an over-the-counter forward contract where the parties agree that a
certain interest rate will apply to a certain principal during a specified future period of time. The
Counterparty has to pay or receive the pre-agreed interest rate despite the prevailing interest rate of the
future date.
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4. Interest Rate Swap (“IRS”) FIJ&XZ#

Interest Rates Swap (IRS) is a transaction in which two parties agree to exchange streams of cash
flows based on a principal amount where one stream is calculated with reference to a floating interest
rate and the other stream is calculated based on a fixed interest rate or both flows are calculated with
reference to floating interest rates.
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Risks:  In respect of a transaction where the Counterparty pay floating rate and receive fixed rate, if
the Floating Rate Option for a Calculation Period is higher than the Fixed Rate, the Fixed
Amount received by Counterparty for that Calculation Period will be lower than the Floating
Amount payable by Counterparty, who will then suffer a loss. In the worst case scenario,
loss incurred by the Counterparty under this Transaction may be unlimited.
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Benefits: In respect of a transaction where the Counterparty pay floating rate and receive fixed rate, if
the Floating Rate Option for a Calculation Period is lower than the Fixed Rate, the Fixed
Amount received by Counterparty for that Calculation Period will be higher than the
Floating Amount payable by Counterparty, who will then benefit from the trade.
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Floating Rates Paid by Counterpartyvs Fixed Rates
Received by Counterparty
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5. Cross Currency Interest Rate Swap (“CCS”) #E#FIARZ 5

A cross currency swap (CCS) is similar to that of an IRS, and the major difference is it involves the
exchange of different currency cash flows in specific period of time. The interest may be fixed or
floating of the two currencies.
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6. FX Swaps #ER 5

In respect of the FX swap transaction, the Counterparty simultaneously buys and sells the same
quantity of one currency against another with two different value dates.
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7. FX Options #[\bEEEFEHE

FX options are contracts where the buyer has the right, but not the obligation, to exchange a pre-agreed
amount of one currency into another currency at a pre-agreed FX rate on or before a specified date.
The seller of the FX option incurs the corresponding obligation to fulfill the transaction if the buyer
selects to “exercise” the FX option prior to expiration. Buyer of the FX options pays a premium to
seller of the FX option for the right.
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[Example 1 #5f3] 1]

The Counterparty sells a vanilla USD Call TWD Put European option to the Bank.
HFFEE ISR ZE BT B E R 2 B T AT

The Counterparty receives an upfront option premium of USD2,000. However, if the Spot Rate of
USD/TWD on the Expiration Date is more than the Strike Price 30.000, then the Counterparty shall suffer
a loss calculated by reference to the absolute difference between the Strike Price and the Spot Rate and
such losses may be substantial or unlimited. In the worst case scenario, loss incurred by the

Counterparty under this Transaction may be unlimited.

A BARIUCE R B R REFI 2554 2,000 JT » EEIHIH EE R aH(USD/TWD) Z
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Spot Gain/loss Gai _—
Rate in USD ain/loss ofthe Transaction
29.000 | 2,000.00 4,000
29.100 | 2,000.00
29.200 | 2,000.00 2000 ¢
29.300 | 2,000.00 .
29.400 | 2,000.00 )
29.500 | 2,000.00 2,000 -
29.600 | 2,000.00 | .
29.700 | 2,000.00 | @ 000
29.800 | 2,000.00 p
29.900 | 2,000.00 g -6,000 -
30.000 | 2,000.00 || ©
30.100 | 338.87 £ 8,000 -
30.200 | -1,311.26 || &
30.300 | -2,950.50 -10,000
30.400 | -4,578.95
30.500 | -6,196.72 -12,000 7
30.600 | -7,803.92
30.700 | -9,400.65 -14,000 7
30.800 | -10,987.01
16,000
30.900 | -12,563.11 Spot Rate
31.000 | -14,129.03
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[ Example 2 #5f3l] 2]
The Counterparty buys a vanilla USD Put TWD Call European option from the Bank.
FEFIRATE A GEM Y ZeEEMa TR Z BT UERERE -

The Counterparty pays an upfront option premium and is hedged at the applicable Strike Price on
USD/TWD.
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Spot Gain/loss

Rate in USD Gain/loss of the Transaction*®
29.000 | 15,241.38 16,000
29.100 | 13,463.92 16,000
29.200 | 11,698.63 4
29.300 9,945.39 14,000
29.400 | 8,204.08
29.500 | 6,474.58 12,000 7

29.600 | 4,756.76
29.700 | 3,050.51
29.800 | 1,355.70
29.900 -327.76
30.000 | -2,000.00
30.100 | -2,000.00

10,000

8,000 -

6,000

Gain/loss inUSD

30.200 | -2,000.00 4,000 7
30.300 | -2,000.00 2,000 ]
30.400 | -2,000.00
30.500 | -2,000.00 0 . . . . . : : : :
30.600 _2'000.00 2R 292 294 29.6 298 30 30.2 304 30.6 30.82 3|1
30.700 | -2,000.00 -2,000 S
30.800 | -2,000.00
-4.000

30.900 | -2,000.00

Spot Rate
31.000 | -2,000.00

8. Interest rate caps and floors FI[=& | [RiSEiZHE K FIIR T [RIEEHE

Interest Rate Cap is an over-the-counter derivative in which the buyer will receive payments at the end
of each period if the underlying interest rate exceeds the agreed strike price. Similarly, interest rate
floor is a derivative in which the buyer will receive payments at the end of each period if the
underlying interest rate is below the agreed strike price. The Caps/Floors are designed to provide
insurance against the rate of underlying floating rate index rising above or below certain level.
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9. Swaptions FZFRAX B FHE

Swaptions are options where the buyer has the right, but not the obligation, to enter into an underlying
interest rate swap. Buyer of swaptions pays a premium to seller of swaption for the right. The seller of
the swaption incurs the corresponding obligation to fulfill the transaction and may suffer a loss if the
buyer selects to "exercise™ the swaption prior to expiration.
FASATHABEAERE Ky LIRS By 58 Gy REr 2 IR HEAE - (R E T A REN(H IR BRI AT AR5
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THIS BRIEF STATEMENT DOES NOT PURPORT TO DISCLOSE ALL OF THE RISKS
OR OTHER RELEVANT CONSIDERATIONS OF USING OTC DERIVATIVE,
STRUCTURED NOTE OR WARRANT TRANSACTIONS. YOU SHOULD REFRAIN
FROM ENTERING INTO ANY SUCH TRANSACTION UNLESS ALL RISKS ARE FULLY
UNDERSTOOD AND YOU HAVE INDEPENDENTLY DETERMINED THROUGH A
LEGAL OR FINANCIAL ADVISER THAT THE TRANSACTION IS APPROPRIATE FOR
YOU. DBST IS ACTING SOLELY IN THE CAPACITY OF AN ARM’S LENGTH
COUNTERPARTY AND NOT IN THE CAPACITY OF A FINANCIAL ADVISER OR
FIDUCIARY.
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