Disclosure of Specific Risk relating to Exchange-Traded Funds

that invest in derivative instruments
(Supplementary Risk Disclosure Statement to the Terms and Conditions for Securities Trading)
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Specific risk relating to exchanged-traded funds that invest in derivative instruments (“ETF”)
ETF may invest in stock index future contracts and other derivatives. Derivatives have a high degree of
price variability and are subject to occasional rapid and substantial changes. Compared to conventional
securities, derivatives can be more sensitive to changes in interest rates or to sudden fluctuations in market
prices due to both the low margin deposits required, and the extremely high degree of leverage involved in
derivative products. As a result, a relatively small price movement in the derivative product may result in
immediate and substantial loss (or gain) to the ETF. An ETF’s losses may be greater if it invests in
derivatives than if it invests only in conventional securities. In addition, many derivatives are not traded on
exchanges. As a result, an ETF that engages in transactions involving derivatives is subject to the risk of the
inability or refusal to perform with respect to such contracts on the part of any counterparties with which
that ETF trades and as such may also expose the ETF to additional liquidity risks. This risk is also affected
by the fact that over-the-counter derivatives markets are generally not regulated by government authorities
and participants in these markets are not required to make continuous markets in the contracts they trade.
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