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Risk Disclosure

Holborn Assets Wealth Management (CY) Ltd would like to inform Investors of the risks undertaken
when inves�ng in the capital markets.

By dealing in the Capital Markets you are subjected to various risks that we would like you to be aware
of in order to form a be�er view of your investment ac�vi�es. In addi�on, we would suggest that you
are regularly updated about the direc�on of global markets. It is possible, under various circumstances,
to limit or constrain the risk involved in capital market transac�ons, it is not possible though to eliminate
all risk involved.

The Client shall fully understand that investments made or other posi�ons taken in financial instruments
are at the Client’s own risk.

We list below the major sources of risk. It is not exhaus�ve; therefore we strongly recommend further
reading on the subject.

General
Every type of Financial Instrument has its own characteris�cs and entails different risks depending on
the nature of each investment. The price or value of an investment will depend on fluctua�ons in the
financial markets outside our control (and outside your control).
The Client should NOT carry out any transac�on in any Financial Instruments unless is fully aware of
their nature, the risks involved and the extent of his exposure in these risks. In case of uncertainty as to
the meaning of any of the warnings described below, the Client must seek an independent legal or
financial advice before taking any investment decision.

The Client should also be aware that:

a. The value of any investment in Financial Instruments may fluctuate downwards or upwards and the
investment may even become worthless.
b. Previous results do not cons�tute an indica�on of a possible future return.
c. Trading in Financial Instruments may impose tax and/or any other duty.
d. Placing con�ngent Orders, such as “stop-loss” Orders, will not necessarily limit losses to the intended
amounts, as it may be impossible to execute such Orders under certain market condi�ons.
e. Changes in the exchange rates, may nega�vely affect the value, price and/or performance of the
Financial Instruments traded in a currency other than the Client’s base currency (currency of the Client’s
country of residence).
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Inves�ng in some Financial Instruments and par�cularly deriva�ves entails the use of “leverage”.
Leverage generally means the use of borrowed capital to mul�ply gains and losses. Trading in such
financial instruments can amplify losses as well as gains with a rela�vely small movement in the
underlying market. A high degree of leverage can result to a quick loss of the en�re capital or even
expose the Client to an addi�onal loss. For this reason, we suggest that you invest in Deriva�ves only if
you possess the necessary knowledge and exper�se to carry out such investments.
In some countries companies are permi�ed to effect off-exchange transac�ons. The company with
which you deal may be ac�ng as your counterparty to the transac�on. It may be difficult or impossible
to liquidate an exis�ng posi�on, to assess the value, to determine a fair price or to assess the exposure
to risk. For these reasons, these transac�ons may involve increased risks. Off-exchange transac�ons may
be less regulated or subject to a separate regulatory regime. Before you undertake such transac�ons,
you should familiarize yourself with applicable rules and a�endant risks.

Types of Risk
a. Market Risk: is the risk that the value of a por�olio will decrease due to the change in value of the
market factors such as stock prices, interest rates, exchange rates and commodity prices. In case of a
nega�ve fluctua�on in prices, investors in financial instruments run the risk of losing part or all of their
invested capital.
b. Price risk: is the risk of unexpected change of prices on corporate, municipal or state securi�es and
deriva�ves that may result in drama�c decrease of the value of client’s financial instruments.
c. Systemic Risk: is the risk of collapse of the en�re market or the en�re financial system. It refers to the
risks imposed by interdependencies in a system or market, where the failure of a single en�ty or cluster
of en��es can cause a cascading failure, which could poten�ally bring down the en�re system or
market.
d. Credit Risk: is the risk of a borrower's failure to repay a loan or otherwise meet a contractual
obliga�on (i.e. failure to pay interest to bond holders). Credit risk is closely �ed to the poten�al return of
an investment, the most notable being that the yields on bonds correlate strongly to their perceived
credit risk.
e. Se�lement Risk: is the risk that counterparty does not deliver a security or its value in cash per
agreement when the security was traded a�er the other counterparty or counterpar�es have already
delivered security or cash value per the trade agreement. This risk is limited where the investment
involves financial instruments traded in regulated markets because of the regula�on of such markets.
This risk increases in case the investment involves financial instruments traded outside regulated
markets or where their se�lement takes place in different �me zones or different clearing systems.
f. Liquidity Risk: is the risk stemming from the lack of marketability of an investment that cannot be
bought or sold quickly enough to prevent or minimize a loss. Liquidity risk becomes par�cularly
important to investors who are about to hold or currently hold an asset, since it affects their ability to
trade.
g. Opera�onal Risk: is the risk of business opera�ons failing due to human error. Opera�onal risk will
change from industry to industry, and is an important considera�on to make when looking at poten�al
investment decisions. Industries with lower human interac�on are likely to have lower opera�onal risk.
h. Poli�cal Risk: is the risk that an investment's returns could suffer as a result of poli�cal changes or
instability in a country. Instability affec�ng investment returns could stem from a change in government,
legisla�ve bodies, other foreign policy makers, or military control.
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i. Issuer risk: is the risk of the Issuer’s insolvency, changing of credit and other ra�ngs of the Issuer,
bringing suits or claims against Issuer that may results in drama�c decrease of value of the Issuer’s
securi�es or failure to redeem the debt securi�es.
j. Currency risk: is the risk of nega�vely changing of securi�es or deriva�ves contracts value at the
client’s account due to changing of the currency rate of client base currency to other currencies.
k. Opera�ons risk: is the risk of losses as a consequence of the mistaken or illegal ac�ons of the
employees of the organized markets, custodians, registrars, clearing organiza�ons in course of
se�lement of transac�ons in securi�es or deriva�ves.
l. Tax risk: is the risk concerning complexity of tax laws of the different countries applicable to the client.
Therefore the client shall consider tax consequences of investments. It is possible that the current
interpreta�on of tax laws or understanding of prac�ce may change, and such changing may have
retrospec�ve effect.
m. Legal risk: is the risk due to the fact that markets are subject to ongoing and substan�al regulatory
changes. It is impossible to predict what statutory, administra�ve or exchange changes may occur in the
future or what impact such changes may have on a client’s investment results.
n. In emerging markets there is generally less government supervision and regula�on of business and
industry prac�ces, stock exchanges, OTC markets, brokers, dealers and issuers than in more established
markets. In certain areas, the laws and regula�ons governing investments in securi�es and other assets
may not exist or may be subject to inconsistent or arbitrary interpreta�on.

Financial Instruments and related Risks

Equi�es or Shares:
Shares represent a share of ownership in a company. It is the unit in which the share capital of a
company is divided in and which provides the shareholder with vo�ng rights. Furthermore, the
shareholder is en�tled to receive a certain level of the company’s earnings (dividend payments) that
may arise from the company’s opera�ons. Dividends are not guaranteed and a company has the right to
decide not to pay a dividend.
The investor may also buy a company’s shares so that he/she can make a profit from reselling them.
However, the return of the investment is not guaranteed because the share’s price depends on the
company’s performance, the evalua�on of the market’s performance, the exis�ng na�onal and
interna�onal economic circumstances, the relevant risk of each sector and/or the specific risk for each
company. Inves�ng into shares may also entail a risk regarding the dividend payment as well as the
poten�al capital loss. Moreover, trading shares on regulated markets does not guarantee the liquidity of
these shares (see ‘Liquidity risk’).

Money Market Instruments:
Money Market Instruments are usually debt securi�es which mature in one year or less (Treasury Bills)
and which are usually traded in local money markets. Risks related to this type of instruments are the
liquidity risk, interest rate risk and credit spread risk.

Rights Issue:
A Rights Issue is a way to increase the share capital of a listed company by issuing Rights to exis�ng
shareholders on a propor�onal basis. Rights are usually issued in organized markets and traded for a
specific limited period of �me. Rights are treated as high risk Financial Instruments as they entail all
main types of financial risks. If Rights are not exercised un�l their expira�on date, they lose their value.
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Bonds:
Bonds are debt securi�es which represent the issuer’s debt towards the investor. When an investor buys
a bond, he/she lends a certain amount of money to the bond issuer. Therefore, the bond cons�tutes a
debt towards the lender which must be paid at a specific date specified at the bond documenta�on. If
provided for in the bond’s documenta�on, the borrower is also obliged to pay interest to the bond
holder. The interest rate, the frequency of interest payment and the amount of the interest are specified
by in the bond’s documenta�on. Possible bonds’ issuers can be the Government, banks, municipali�es
or companies.
The bond’s yield is determined by the difference between the capital paid at the bond’s issue date and
the amount due at the maturity of the bond. High-yield bonds are bonds with specula�ve characteris�cs
and which are rated with a low credit ra�ng by interna�onal credit ra�ng agents such as Moody’s ra�ng
of Ba1 or below and S&P ra�ng of BB+ or below. These bonds carry a coupon that is rela�vely high to
reflect the higher level of risk to investors.
The main risks faced by bond holders are credit spread risk and interest rate risk as the bond’s price
usually moves inversely to the direc�on of interest rates changes and/or the credit spreads. In general,
the risks faced by bond holders are the following:

Credit Risk: This is the risk that refers to the possibility that the bond issuer will not be able to make
expected interest rate payments and/or principal repayment.

Interest Rate Risk: This is the risk where if interest rates rise, the market value of the bond will decline.
This is less of an issue if the investor can hold the bond un�l it matures.

Reinvestment Risk: This is the risk that the proceeds from a bond will be reinvested at a lower rate than
the bond originally provided.

Call Risk: This is the risk that a bond with a call feature will be called by its issuer which might results in a
lower return as compared to holding un�l maturity.

Infla�on Risk: This is the risk where the rate of infla�on increases deteriorates the returns associated
with the bond. This has the greatest effect on fixed bonds, which have a set interest rate from incep�on.

Liquidity Risk: This is the risk which refers to the marketability of the bond. Certain issuers may be less
marketable than others.
For an investor to have access to other Financial Instruments, notably shares, through an ini�al
investment in bonds, the three most common types are the following:

Conver�ble Bonds: These bonds can be converted into shares of the issuing company upon request of
the bond holder. The bond’s maturity and conversion dates are specified in the bond’s issued terms
where the conversion ra�o is defined and where it is specified that the bond issuer has the right to call
the bond’s early redemp�on. The bond holder’s protec�on clauses are also described in detail in the
bond’s issue documenta�on.

Exchangeable Bonds: These types of bonds allow the investor to exchange them with exis�ng shares of
a third company. Issuers of such bonds are companies holding shares in other companies.
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Bonds Redeemable in Shares: Such bonds are only redeemable in shares, on the issuer’s op�on. The
bond holder is exposed to the same risks inherent in shares. The risks entailed in all the above
men�oned instruments are related to their complex nature. For as long as they remain in the investor’s
possession, the investor is exposed to risks as well as to possible fluctua�ons and/or vola�lity of the
principal shares’ value. A�er the conversion, exchange or redemp�on of the bonds, the investors are
exposed to risks similar to those of shares.

Warrants:
Share Warrants cons�tute an alterna�ve way for an Issuer to raise capital. Warrant holders have the
right and not the obliga�on to buy a specific number of shares at an agreed-upon price (called exercise
price) at specific dates un�l their expira�on.
Share warrants do not offer a dividend or any other type of payment and if they are not exercised un�l
their expira�on date, they expire and they lose their value. Their trading price is directly linked to the
share’s performance and, usually, their price fluctua�on is higher (as a percentage) than the share’s
price. Share warrants are treated as Financial Instruments of higher risk due to severe fluctua�ons to
their value and the higher risks that they entail.

Deriva�ves:
A deriva�ve is a financial instrument:
• Whose value changes in response to the change in a specified interest rate, security price, commodity
price, foreign exchange rate, index of prices, a credit ra�ng, or similar variable (the underlying).
• That requires no ini�al net investment or li�le ini�al net investment rela�ve to other types of
contracts that have similar responses to changes in market condi�ons.
• Is se�led at a future date.

Common types of deriva�ves are futures, op�ons, swaps and forwards. While some off-exchange
markets are highly liquid, transac�ons in off-exchange deriva�ves may involve greater risk than inves�ng
in on-exchange deriva�ves (including structured products) because there is no exchange market on
which to close out an open posi�on. It may be impossible to liquidate the exis�ng posi�on, to assess the
value of the posi�on arising from an OTC transac�on.

Op�ons:
Op�ons are financial deriva�ves that offer the buyer the right but not the obliga�on to buy (call) or sell
(put) an underlying instrument (e.g. share) at an agreed-upon price (exercise price) before
(American-type op�on) or a�er (European-type op�on) a specific future date. The counter-party
undertakes the rela�ve obliga�on. The amount the op�on buyer must pay to the op�on seller (called
premium) in order to receive the right but not the obliga�on to buy (call op�on) but not to sell (put
op�on) the underlying value at or by the expira�on date is the price of the contract. This payment is
made to the seller irrespec�ve of whether the op�on is exercised or not.
Therefore, the maximum imminent risk for the buyer is limited to the first part of the contract’s price
while the seller’s imminent risk is unlimited. Hence, the total value of the op�on contract is determined
by the demand and supply and it has intrinsic value and extrinsic value (Premium = Intrinsic value + Time
(extrinsic) value).
Other financial risks that may be associated with op�ons are price vola�lity risk, liquidity risk and
interest rate risk. Op�ons lose their value if they are not exercised un�l their expira�on date.
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Contracts for Differences:
Contracts for difference are transac�ons in rela�on to shares where it is not necessary for the par�es to
hold the shares themselves. These are short-term contracts following an agreement between the
counterpar�es and they reflect the performance of a specific share or index. As in the case of shares,
poten�al earnings or losses depend on the difference between the purchase price and the sale price of
the Financial Instrument.

Futures:
A Future is a contractual agreement to buy or sell when due a certain Financial Instrument at a specified
date and at a determined price. Futures cons�tute essen�ally a bilateral agreement between two
par�es who agreed to proceed to a certain buying and selling at a specific date in the future at a
specified price.
The terms of the future trade are precisely defined on the futures contract (quan�ty of shares of specific
company, date of trade, etc.) except for the price of the trade which is specified by the par�es’
agreement (offer and demand) and which is constantly changed depending on the fluctua�on of the
share’s price). Other financial risks that may be associated with futures contracts are price vola�lity risk,
liquidity risk and interest rate risk.

Mutual Funds – UCITS - (Undertakings for Collec�ve Investment in Transferable Securi�es):
UCITS are specially cons�tuted collec�ve investment por�olios exclusively dedicated to the investment
of assets raised from investors into transferable securi�es and liquid financial assets. In plain terms,
UCITS are open-ended collec�ve funds raised from investors.
Mutual Funds are divided into several categories depending on their investment policies and
diversifica�on rules. They are divided into domes�c or foreign funds, equity funds, mixed funds, bond
funds or cash funds. Depending on the category, mutual funds may entail different risk but may have
different performances. The composi�on of each por�olio contains a type of risk similar to its type
(aggressive, balanced or defensive). Any investment in Mutual Funds is, amongst others, related to
market risk, interest rate risk, default risk and foreign exchange risk.
These joint funds are being managed by a Management company and are being safe kept by a
Custodian. The funds (assets) of a UCITS are divided into equal units which belong in their en�rety to the
unit holders depending on the units that every unit holder possesses. Unit holders have a share in profits
as well as in loss and costs that may arise while managing and inves�ng UCITS’s assets.
The net value of a UCITS unit is calculated upon the value of the UCITS’s assets minus the liabili�es and
expenses divided by number of the units in circula�on. Some of the UCITS liabili�es and expenses
include the remunera�on of the Management company, the Custodian’s remunera�on and other
expenses and costs arising from the management and administra�on of a UCITS.
The price at which an investor will purchase a UCITS unit is equal to its Issue Price (Issue price = net unit
value + issue’s commission percentage). The price at which an investor will redeem his/hers units is
equal to the unit’s redemp�on price (Redemp�on Price = net unit value – Redemp�on Commission
Percentage).
The Issue price and the Redemp�on price of a UCITS unit is possible to exceed or to fall short of the net
unit value respec�vely, calculated in accordance with the issue’s and Redemp�on’s commission
percentage respec�vely, according to the UCITS Regula�on, Status or Ar�cles of Incorpora�on.

Collec�ve Investment Schemes:
Involve an arrangement that enables a number of investors to ‘pool’ their assets and have these
professionally managed by an independent fund manager. Investments typically include bonds and
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shares of listed companies but depending on the type of the scheme, they may include broader
investments such as property.
The ability to liquidate certain Schemes may be limited, depending on the terms of opera�on and the
long �me period of no�ce required for redemp�on during which the value of each unit may exhibit high
vola�lity and possibly decrease. It is possible that there is no secondary market for such Schemes and
hence such an investment may be liquidated only through redemp�on.

Structured Products:
Structured products are Financial Instruments in the form of securi�es or contracts which are adapted to
the needs of the client. These products are iden�fied by one or more of the following characteris�cs:
• The performance is determined by the underlying instrument, to a combina�on of underlying
instruments (interest rates, equi�es, indices, etc.) or based on a formula.
• A leveraged effect.
• Other characteris�cs agreed upon the par�es such as terms on the redemp�on or the existence of a
guarantee.
• A product that does not allow a preliminary request for quote from different financial ins�tu�ons, or
• A nonexistence secondary market or a secondary which is not liquid.
Every structured product has a different risk profile. Due to the large number of possible combina�ons,
it is impossible to describe in detail every structured product’s risk.
Before making any transac�on in structured products, the client has to be informed on the special
characteris�cs of the product and the entailed risks in order for him/her to make informed investment
decisions a�er accep�ng the terms and the special characteris�cs of the specific products.

Hedge Funds:
Hedge Funds are aggressively managed por�olios of investments that use advanced investment
strategies such as leveraged, long, short and deriva�ve posi�ons in both domes�c and interna�onal
markets with the goal of genera�ng high returns (either in an absolute sense or over a specified market
benchmark).
Hedge funds are considered a riskier investment than tradi�onal funds and are suitable for more
experienced investors, since they are not regulated and lack transparency. They usually invest in risky or
illiquid securi�es and although they target absolute returns, if they fail to manage risk, they may realize
significant losses. Beyond the liquidity risk, Hedge Funds have the ability to leverage which means that a
rela�ve small fluctua�on in the price of the underlying security may lead to a dispropor�onately larger
fluctua�on, favorable or unfavorable, to the value of the investment.

Foreign Exchange Trading:
Engaging in foreign exchange (‘FX’) trading (buying one currency in exchange for another) exposes you
to the risk of adverse changes in exchange rates. Exchange rates can be vola�le and are driven by a
variety of factors affec�ng the economies of the jurisdic�ons whose currencies you are trading.
The 'gearing' or 'leverage' o�en obtainable in FX trading means that a small deposit or down payment
can lead to large losses as well as gains. It also means that a rela�vely small movement can lead to a
propor�onately much larger movement in the value of your investment, and this can work against you
as well as for you. Some FX transac�ons have a con�ngent liability which means that you may be liable
for margin to maintain your posi�on and a loss may be sustained well in excess of the premium
received.
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You may sustain a total loss of any margin you deposit with your broker to establish or maintain a
posi�on. If the market moves against you, you may be called upon to pay substan�al addi�onal margin
at short no�ce to maintain the posi�on. If you fail to do so within the �me required, your posi�on may
be liquidated by your broker at a loss and you will be responsible for the resul�ng deficit.
The insolvency or default of your broker/dealer, or that of any other dealers involved with your FX
transac�on, may lead to posi�ons being liquidated or closed out without your consent. In certain
circumstances, you may not get back the actual assets which you lodged as collateral and you may have
to accept any available payments in cash.

Exchange Traded Funds (ETFs):
ETFs are securi�es that track an index, a commodity or a basket of assets like an index fund, but trade
like a stock on an exchange. ETFs experience price changes throughout the day as they are bought and
sold. An investment in ETFs exposes investors to the same risks as the underlying securi�es but to a
significantly lower degree due to the diversifica�on of investments.
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