

















ation of other, additional financial obligations are such in-
struments as include a legal obligation for the client to pay
other financial obligations depending on the development
of the market price of the investment instrument. This cate-
gory also comprises such investment instruments that
do not require any initial investment but the substance of
which entails a potential creation of financial obligations for
the client in the future.

Such investment instruments typically include those of
the derivative type and, in general, any purchased by loan
(on credit).

These investment instruments are mostly connected with
so-called leverage. Leverage can be generally defined as
a mechanism by which a small percentage change of the
price of the underlying asset of a derivative or an invest-
ment instrument bought on credit results in a several-fold
change in the profit or loss regarding the funds invested by
the client.

During the time of holding such an investment instrument,
its market price can fluctuate considerably. Therefore, at the
time of selling such investment instrument, there is a risk of
losing a part or all of the invested amount, and additional
financial obligations may even arise for the client.

The expected yield, connected risk and liquidity, in parti-
cular, must be taken into account for any investment deci-
sion. Typically, these values are directly proportional, i.e. the
higher the expected vyields, the higher the risks, and vice
versa.

General information about the basis of the individual typ-
es of risks connected with investment instruments:

Market risk — means the risk of a change (decrease) of the
market price of the investment instrument due to some
market factors (such as interest rates, exchange rates, pri-
ces of underlying assets, etc.). Exchange rate risk and inte-
rest rate risk are among the examples of market risk.

Exchange rate risk — is one of the forms of market risk.
Exchange rate risk increases the total market risk of an in-
vestment instrument based on a potential change in the ex-
change rate. For example, securities denominated in USD
entail a risk, in the event of a weakening of the USD, that
there will be a decline of their market price denominated in
CZK without the price of these securities denominated in
USD changing in any way. Exchange rate risk concerns, in

particular, investment instruments denominated in other
than domestic currency, as well as currency derivatives.

Interest rate risk — is another form of market risk. It ex-
presses a change (decrease) in the market price of an in-
vestment instrument depending on a change in interest
rates. This concerns, in particular, trades with debt securi-
ties and interest-rate derivatives. The market price of most
debt securities develops inversely to the development of
interest rates.

Liquidity risk — liquidity is the capacity for a prompt con-
version of an investment instrument into cash. In the case
that an investment instrument has low liquidity, a transacti-
on involving it may be burdened with additional transaction
costs, or it may even be impossible to carry out such trans-
action at the requested date. Liquidity risk is particularly
relevant in the case of little-traded, structured or individua-
lised investment instruments and with such investment in-
struments in which the buyer undertakes to hold the instru-
ment for a certain minimum period of time.

Issuer’s risk — expresses the probability that an issuer of
securities will not be able to honour its obligations flowing
from such securities (e.g. incapacity to redeem bonds), or
that there will be a significant decline in the market price of
the given security (of, for example, a stock) as a result of
bad decisions by the management or due to the compa-
ny’s poor financial performance.

Segment risk — is connected with investment instruments
the market price of which can be impacted by the econo-
mic situation of a given segment of the economy.

Political risk — is connected with such instruments whose
market price, transferability, owner’s rights, and the like can
be influenced by a change of political situation (e.g. due to
an introduction of foreign currency restrictions, nationalisa-
tion, etc.).

The client can manage the aforementioned risks in certain
ways and can protect himself or herself against these risks.
Nevertheless, with regard to some of the risks, negative im-
pacts cannot be entirely excluded. The main tools for mana-
ging risks include selection of instruments with good ratings,
diversification, and hedging. The Bank’s offer primarily inclu-
des high-quality investment instruments in the sense that
they have optimal tradeoffs between their potential returns
and their risks. The Bank especially prefers issuers and in-
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vestment instruments having so-called investment grade
ratings. Diversification of risks means dividing investments
among multiple investment instruments the potential yields
and connected risks of which are, if possible, independent
of one another (e.g. exchange rate risk can be mitigated via
investment into instruments denominated in various curren-
cies, etc). Hedging is understood to be a tailored, sophisti-
cated, and typically a derivative structure in which a poten-
tial loss from one asset is compensated by a gain from
holding another asset (investment instrument).

The client will receive detailed information regarding spe-
cific individual investment instruments that are provided by
the Bank (including information on the nature and charac-
teristics of an investment instrument; risks connected with
that investment instrument; notification about a leverage
effect [if applicable] and about the risk of losing the entire
invested amount; risks connected with the particular com-
ponents in a complex instrument and their description; in-
teraction of such components and their impact on increa-
sing of risks; price fluctuation of an investment instrument
and potential limitations upon market accessibility; the cli-
ent’s obligations connected to an investment instrument or
arising in connection with transacting in such investment
instrument; requirements related to trading on loan or to
any similar manner of trading; the existence and conditions
of pledge rights or other similar rights which the Bank has
or might have with respect to the investment instruments or
funds of the client, or, if applicable, on a set-off right, right
of lien or other similar right of a depositary to the invest-
ment instruments or funds of the client; and on possible
guarantee by a third party, including data on the guarantor,
etc.). For some investment instruments, the Bank issues
so-called product info-lists which contain the above speci-
fied information.

Protection of client’s assets

The Bank is obliged to observe the following rules for hol-
ding the client’s investment instruments or funds, and, in
order to do so, the Bank takes in particular the following
steps:

(i) maintains such records, and especially accounting re-
cords, which thoroughly ensure separation of the as-
sets held for one client from the assets held for other
clients and from the Bank’s own assets;

(i) maintains and makes records in relation to investment
instruments as prescribed by law (separate and relating
registers of records);

(iiy performs regular reconciliations of accounting and
other obligatory registers concerning the client’s finan-
cial instruments and funds;

(iv) provides the client regular statements from the relevant
registers;

(v) in accordance with its statutory obligation, the Bank is
a participant in the following compensation systems:

— Securities Brokers Guarantee Fund,
— Deposit Insurance Fund.

The Bank, as a securities broker, is a party to the com-
pensation system pursuant to Section 128 et seq. of the
Act secured by the Securities Brokers Guarantee Fund
(hereinafter just the “SBGF”) and to which the Bank contri-
butes in accordance with the provisions of Section 129 of
the Act.

Detailed explanatory information on the SBFG, information
on the conditions for providing compensation, information
on calculating the amount of compensation from the SBFG,
information on persons not entitled to receive compensation
from the SBFG, and other details of the guarantee system
are contained in the document “Information on the Guaran-
tee System of the Securities Brokers Guarantee Fund”.

Explanatory information on the respective compensation
system and rules for filing claims is available at the address:
http://www.unicreditbank.cz/download/mifid/Zarucni_sys-
tem.pdf

The Bank, as a securities broker, is not a direct party to
the compensation system on foreign markets. On the basis
of its contractual relationships, however, the Bank always
uses investment services provided by partner banks that
participate in the compensation systems according to the
legislation of the respective markets.

Investment instruments or funds entrusted to the Bank by
the client, including those that may be obtained for the cli-
ent within the provision of an investment service, may, and
usually will, fall under the management of a third party that
the Bank uses in performing its services.

Such third parties include entities that must be used by
the Bank in order to duly perform the investment service,
especially to ensure the following activities:

(i) executing and settling a transaction in investment in-

struments (typically, transfer of investment instruments
or funds),
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(i) maintaining relevant records of investment instruments
or securities,

(i) custody or safekeeping of investment instruments (i.e.,
meaning especially the physical entrustment of an in-
vestment instrument),

(iv) administration (i.e., meaning especially authorisation to
exercise rights pertaining to the respective investment
instrument, but not necessarily the physical entrust-
ment), and

(v) maintaining clients’ cash accounts (jointly referred to as
“custodians”).

Typical examples of such custodians are securities cen-
tres, banks maintaining clients’ accounts for an investment
services provider, depositary banks or clearing and settle-
ment centres, or clearing members in investment instru-
ments markets.

If the Bank uses the services of custodians, they main-
tain the clients’ investment instruments or funds under
management in the Bank’s name (or in the client’s name)
and keep them separate from the Bank’s assets and the
custodian’s own assets. The Bank and the custodian take
responsibility for the custodian’s legal conduct and, espe-
cially, for the observance of its obligations in accordance
with the pertinent legal regulations and agreed contractu-
al relationships. In case of the custodian’s bankruptcy, the
Bank is always liable to return to its clients all investment
instruments and funds held for them by the custodian. In
this regard, the Bank in particular maintains correspon-
ding records, carries out regular reconciliations, and is
obliged to participate in appropriate client compensation
systems.

The Bank hereby expressly warns the client that the
legal regulations to which a custodian’s activity is
subjected may, and usually do, allow for the entrus-
ted investment instruments and funds to be recorded
on a collective (aggregated) account. This involves
higher risks and requirements particularly relating to
the due and thorough maintenance of records and
ability to unequivocally document the assets and
ownership of investment instruments or funds of
each particular client that are maintained on the col-
lective account. According to the legal regulations,
the Bank is obliged in this regard always to maintain
respective records for owners’ accounts (i.e., always
in the name of the respective client, and not of the
collective account for all clients).

The Bank is obliged to provide to the client at least once
per year a statement from the obligatorily maintained regis-
ter of the clients’ funds (unless these funds already are in-
cluded in the statements from the cash accounts at the
Bank) and investment instruments that the Bank records
for the client. The client is entitled to request fitting explana-
tions of or corrections to the records.

The Bank does not use such services of custodians that
could prevent the client’s investment instruments registered
by the custodian from being identified separately from the
investment instruments of that custodian or of the Bank.

The Bank primarily uses services of such custodians that
are subject to regulations and legislation of the European
Union, which ensures high standards of protection for hol-
ding the clients’ investment instruments and funds. To the
extent necessary for executing investment services for its
clients, the Bank also uses custodians that are subject to
regulations and legislation other than those aimed at prote-
cting the investment instruments and funds of the clients of
investment services providers in the European Union. Spe-
cifically, this means that the client’s rights in relation to the
entrusted investment instruments and funds may differ ac-
cordingly, especially with regard to the requirements for
keeping separate records, inference of ownership, and the
functioning of compensation schemes. In this case, howe-
ver, the Bank always uses such custodians exclusively on
the condition that they meet the following requirements:

() the custodian operates in a country where a special re-
gulation for the performance of its activity and, in parti-
cular, strict supervision over the financial market, similar
to the standards applicable in the European Union, are
implemented (for example, the USA);
the custodian functions as a local branch of a custodian
that has its registered office in the European Union, and
it is obvious that the standards of the custodian with its
registered office in the European Union apply to its en-
tire network;

(i) the custodian operates in a country where the UniCredit
Group is represented and is therefore aware of the local
regulations and their acceptability in terms of the stan-
dards of protection for holding clients’ investment in-
struments and funds.

_—
=:

In accordance with the legal regulations, and in relation to
the investment instruments or funds entrusted by or held
for the client, the Bank may enforce a right of lien, right of
pledge, right to setting off, right to supplement the security,
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right to final settlement, or any other similar right, and espe-
cially in the sense of the legal regulations governing the in-
stitution of financial security. The specific conditions and
options for enforcing these rights are always governed by
the respective contract concerning the investment service
in question. Certain similar rights in accordance with the
legal regulations and specific contractual arrangements
may also be enforced by the custodian, particularly the
right of lien or right to setting off. This, however, does not
affect the Bank’s obligation to release to the client the in-
vestment instruments or funds entrusted by or held for the
client, regardless of the possible enforcement of such rights
of the custodian towards the Bank and to the debit of the
client’s assets, while taking into account any potential legal
claims of the Bank against the client.

The Bank does not use investment instruments that are
part of the client’s assets for purposes of making transacti-
ons consisting in the financing of securities or transactions
on its own account or on the account of any other client.

Other important information

In addition to the information included in this document,
the Bank alerts the client of several other important infor-
mational documents that concern the provision of invest-
ment services by the Bank.

The Bank is obliged under the Act to place each client to
whom it intends to provide an investment service into a so-
called client category. As part of this process, the client will
obtain the respective instructions relating to categori-
sation, which include differences in dealing with non-pro-
fessional and professional clients and eligible counterpar-
ties and specify the principles of the respective levels of
protection.

Notice: This document represents a basic document in the sense of fulfilling the information obli-
gation of investment services providers pursuant to the provisions of Section 15d of Act No.
256/2004 Coll., on Capital Market Undertakings, as subsequently amended, and the provisions of
Sections 34 and 37 of Decree No. 237/2008 Coll., on the details of certain rules in the provision

The client should devote maximum care to reviewing the
contractual documentation. The Bank always provides
sufficient time to the clients to read it carefully and is prepa-
red in particular to answer questions so that the client fully
understands all arrangements.

The Bank, including the international financial group of
which it is a member, places maximum emphasis on prote-
cting the interests of its clients. For this reason, special ru-
les are established and published by the Bank in the docu-
ment Policy on Conflicts of Interest.

Should exceptional cases occur in which the client sus-
pects that the investment services provided lack due and
professional care, the Bank has established and hereby re-
fers the client to the Rules for Lodging Complaints and
Claims. These ensure that the client always receives the
most satisfactory solution and that the Bank receives feed-
back allowing it to continue to improve its services.

If UniCredit Bank executes orders in relation to invest-
ment instruments for the client’s account, the client may
not be sure in today’s diverse and global financial world
how the Bank ensures the best execution for the client. For
this reason, the Bank publishes a special document entit-
led Policy on Order Execution. It provides the client with
all the necessary information and the terms and conditions
for executing investment orders and lists the places of ex-
change used by the Bank.

All prices of investment services provided by UniCredit
Bank Czech Republic, a.s., including the associated costs
and fees, are contained in the Bank’s Price List.

of investment services. Other specific information is contained in the separate documents of the
Bank, including in particular the Policy on Order Execution, Policy on Conflicts of Interest, Informa-
tion on the Guarantee System of the Securities Brokers Guarantee Fund, Rules for Lodging Com-
plaints and Claims, Price List, product lists for individual investment instruments, and others.
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