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Informace poskytované Klientovi na zakladé:

e zdkona €. 256/2004 Sb., o podnikani na kapitalovém trhu, ve znéni pozdéjsich predpist
(,ZKPT")

e smérnice €. 2014/65/EU o trzich finanénich nastrojd (,MiFID 11")

e nafizeni (EU) 2017/565, kterym se doplriuje MIFID I, pokud jde o organizaéni pozadavky
a provozni podminky investi¢nich podnik( a o vymezeni pojmu pro ucely zminéné smérnice
(,Provadéci nafizeni k MiFID 11"), a

 relevantnich vykladovych stanovisek a opatieni CNB.

Uéel dokumentu

42FS je povinna v souladu se ZPKT a Provadécim nafizenim k MiFID II:
¢ informovat vSechny své Klienty v dostatecném predstihu pred poskytnutim investic¢ni sluzby o
investicnich nastrojich, kterych se ma investicni sluzba tykat,
e poucit vSechny své Klienty a upozornit je na rizika spojena s investicemi do téchto investicnich
ndstrojd,
e informovat vSechny své Klienty, kterym kategoriim Klientt je dany investic¢ni nastroj urcen.

Ucelem tohoto dokumentu je splnit vy$e uvedené povinnosti zejména podle &l. 48 Provadéciho nafizeni
k MiFID II. Nejedna se vSak o vycerpdvajici popis rizik a funkcionality vSech nabizenych produkt( ani o
vyCerpavajici pouceni o vSech rizikovych aspektech spojenych s obchodovanim s investi¢nimi nastroji.
Klient je povinen peclivé se seznamit s moznymi riziky souvisejicimi s planovanym obchodem a v
pfipadé nejasnosti by mél vzdy vyhledat odbornou konzultaci se svymi finanénimi, pravnimi, d¢etnimi a
danovymi poradci.

Soucasné ma Klient moznost kdykoliv kontaktovat 42FS a vyzadat si dalsi informace. 42FS muze
Klientovi poskytnout pouze objektivni informace tykajici se investi¢niho nastroje nebo investi¢ni sluzby,
a tudiz neposkytuje jakékoliv hodnoceni investicniho nastroje nebo investicni sluzby.

42FS poskytuje své sluzby vyhradné zplsobilym protistranam; v ojedinélych pfipadech neni vylouc¢eno
poskytovani sluzeb profesiondlnim zakaznikiim. Neprofesionalnim zakaznikim 42FS své sluzby
neposkytuje.

Obecné informace o rizicich

Kazdy obchod s investi¢nim nastrojem je spjat s urcitym rizikem. Obecné plati, Ze ¢im vysSi je ocekdvany
vynos a/nebo doba trvani obchodu, tim vyssi je potencidlni riziko ztraty. Vynosy, které byly dosazeny
v minulosti s urcitymi investi¢nimi nastroji, nikterak nezarucuji, Zze bude v budoucnu s témito
investi¢nimi nastroji dosazeno obdobnych vynosu.

Obchodovani s investi¢nimi nastroji je spojeno s rizikem nedosazeni o¢ekdvaného vynosu a s rizikem
vzniku ztraty. Klient by se nemél Ucastnit takovych obchod(, u nichz plné nerozumi podminkam
provadéni obchod( a rozsahu potencialni ztraty investovanych prostiedk( nebo v nékterych pfipadech i
ztraty presahujici investované prostredky. 42FS upozorfiuje Klienty, Ze pfi obchodovani s derivaty a
nastroji, které vyuzivaji pakového efektu (napf. futures kontrakty, opce) neni riziko ztrdt omezeno
hodnotou investovanych prostredkd, ale mUze tuto hodnotu i pfesahnout (tzn. ztrata mize byt vyssi, nez
je objem investovanych prostredkd). Obchodovani s investicnimi ndstroji derivatového typu proto
vyZzaduje specifické znalosti a zkusenosti.
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V zavislosti na druhu investiéniho nastroje se také lisi velikost rizika vyjadfeného jako pomér potencialni
ztraty a jmenovité hodnoty nebo aktudlni ceny investiéniho nastroje. NejrizikovéjSimi investi¢nimi
nastroji jsou obecné finanéni derivaty, u nichz mald zména trzni ceny podkladového aktiva miize vyvolat
velkou zménu trzni hodnoty derivatu. Akcie a obdobné cenné papiry a komoditni nastroje jsou obecné
povazovany za ndstroje s vysokou mirou rizika. Mezi relativné méné rizikové investi¢ni nastroje patfi
dluhopisy a obdobné cenné papiry predstavujici pravo na splaceni dluzné ¢astky, zejména pak statni
dluhopisy a dluhové cenné papiry centralnich bank.

Prehled rizik

Hlavnimi typy rizik v souvislosti s investi¢nimi nastroji a investi¢nimi sluzbami na kapitalovém trhu jsou
riziko kreditni, riziko trzni, riziko koncentrace, riziko likvidity a operacéni riziko. Trzni riziko zahrnuje
zejména urokové, ménové, akciové a komoditni riziko, nicméné v ramci trzniho rizika Ize identifikovat i
riziko inflacni, riziko korelace a volatility.

Kromé uvedenych rizik, které jsou ve vétsi ¢i mensi mife relevantni u vSech investi¢nich nastrojd, Ize u
jednotlivych investi¢nich nastrojl identifikovat i specificka rizika plynouci z konkrétni podoby a zplsobu
obchodovani daného investi¢niho nastroje.

Kreditni (Gvérové) riziko patfi mezi zakladni finanéni rizika. Kreditni riziko (riziko emitenta) spociva v
tom, Ze emitent investi¢niho nastroje (dluznik) nedostoji svym zavazkdm (nesplati své dluhy), at uz z
ddvodu platebni neschopnosti ¢i platebni nevile. Zdrojem kreditniho rizika mGze byt rovnéz i pouhé
snizeni kreditni kvality (bonity) dluznika.

,,,,,,

cennych papir(i, z poskytnutych zaruk, z devizovych obchodd, z obchodl na penéznim trhu &i jinych
smluvnich vztahd.

Pricina platebni neschopnosti ¢i neville dluznika mlze byt jak interni — na strané dluznika, resp.
ohodnoceni bonity dluznika, tak externi — tedy z vnéjSich pricin, jako napfiklad krize ekonomiky nebo
daného odvétvi.

Kreditni riziko Ize snizit zejména podrobnym ohodnocenim bonity dluznika a jeho schopnosti splacet
dluhy jako i snizenim expozice vici jednomu dluznikovi.

Riziko koncentrace je riziko ztraty vyplyvajici z vyznamné koncentrace expozic vici protistranam nebo
skupindm protistran, kde pravdépodobnost jejich selhani je ovlivnéna spoleénym faktorem rizika,
napfiklad protistrandm podnikajicim ve stejném odvétvi hospodarstvi Ci stejné zemépisné oblasti,
vykonavajicim stejnou ¢innost nebo obchodujicim se stejnou komoditou nebo protistranam patficim do
stejné ekonomické skupiny, nebo z pouzivani technik snizovani kreditniho rizika, zejména riziko spojené
s velkou nepfimou angazovanosti, napf. vi¢i stejnému vydavateli kolateralu.

Trzni riziko je riziko ztraty, které vyplyva ze zmény podminek na trhu (zejména trznich cen, trokovych
sazeb, ménovych kurzl ¢i cen komodit) vedouci ke zméné hodnoty investi¢niho nastroje nebo vzniku
nerovnovahy urcité charakteristiky mezi investiénim nastrojem a zdrojem jeho financovani. Trznimu
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riziku jsou vystaveny vSechny investi¢ni nastroje. Trzni riziko zahrnuje fadu faktor(, nejen hospodarsky
vyvoj dané spolecnosti (emitenta cenného papiru), ale napf. i o¢ekdvani recese, strukturalni zmény v
ekonomice, politické Soky a spotiebitelské preference.

V zdvislosti na specifikaci trzniho faktoru, ktery mize vyvolat zménu hodnoty daného investi¢niho
nastroje, se trznim rizikem rozumi zejména riziko Urokové, ménové, akciové a komoditni. Z hlediska
aktualni situace na trhu a zplsobu provadéni obchod( na daném trhu Ize identifikovat i dalsi trzni rizika.

Urokové riziko ovliviiuje kolisani vynosové miry investiénich nastrojd tim, Ze se méni hladina
urokovych sazeb. Tyto zmény ovliviuji dluhové investi¢ni nastroje inverzné, tzn. na zvySeni
urokovych sazeb reaguji poklesem trznich cen a naopak. VySe rizika zdvisi na konkrétnim
investi¢nim nastroji, na jeho citlivosti na Urokovou miru i na dalSich faktorech.

a mozny zisk nebo pfipadna ztrata nejen na celkovém vyvoji trzni ceny daného investi¢niho
ndstroje, ale i na vyvoji ménového kurzu. Nepfiznivy ménovy vyvoj miZe negativné ovlivnit celkovy
vyvoj investice, a to i v pfipadé pozitivhiho vyvoje daného investi¢niho nastroje.

Akciové riziko je riziko nepfiznivé zmény trzni ceny akciovych investic¢nich ndstroju, pfipadné
financnich derivat(i odvozenych od téchto ndstroj. Hlavnim zdrojem tohoto rizika je obchodovani
s akciovymi ndastroji.

Komoditni_riziko vyjadfuje zménu ceny nebo vynosl investicniho néstroje na zménu ceny
komodity (napf. surovin, drahych kovl Ci energii). Komoditni riziko je vlastni pro investi¢ni
nastroje, jejichZ podkladovym aktivem je komodita, nicméné komoditni riziko plsobi v urcité mite
na vSechny investi¢ni nastroje podle citlivosti ekonomiky nebo emitenta investi¢niho nastroje na
vyvoj cen dané komodity.

Infla¢ni riziko ovliviiuje redlnou vynosovou miru investi¢nich nastroja. Inflace (snizeni kupni sily
penéz) snizuje realny vynos z investice. Vysoka inflace mlze zp(isobit, Ze Klient dosdhne zadporné
realné vynosové miry, nebot vynos z investi¢niho nastroje je konzumovan inflaci.

Jedna se oriziko ztraty z dlivodu nedostatecné hloubky ¢i Sitky trhu, tj. nedostatec¢ného poc¢tu nédkupnich
a prodejnich prikazu. Tato situace se vyznacuje niz§im mnozstvim prodavajicich ¢i kupujicich, vy$simi
rozdily mezi nejlepsi nakupni a prodejni cenou, vysSimi rozdily mezi jednotlivymi kotacemi a
nedostatecnou likviditou na jednotlivych cenovych drovnich kotaci. Tyto nepfiznivé podminky mohou
mit za nasledek provedeni pokynu ¢i obchodu s investicnim nastrojem za cenu velmi vzdalenou od
stfedové kotace Ci od nejlepsi nakupni / prodejni kotace, pfipadné provedeni pokynu ¢i obchod nebude
vlibec mozné z divodu nelikvidity.

Operacénim rizikem se rozumi moznost vzniku ztraty z dGvod( nedostatec¢nosti nebo selhani vnitrnich
procest, lidského faktoru a systém( emitenta investicniho nastroje, tfeti osoby nebo z vnéjsich udalosti,
véetné rizika informacnich technologii a rizika pravniho. Pro ilustraci opera¢niho rizika Ize uvést jako
dlvody ztraty napf. odeslani penéz na nespravny ucet, ztratu obchodni smlouvy, chybny vypocet
velikosti urok, zniceni elektronickych dat v disledku poklesu elektrického napéti v siti nebo pozaru
apod.
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Nestandardizované trhy

Nékteré transakce, obchody, trhy nebo investi¢ni nastroje nemaji standardizované podminky a pravidla.
Prikladem mohou byt podminky derivatovych transakci nebo obchodl s dluhopisy uzavirané mimo
regulované trhy — jde o tzv. OTC (over the counter) obchody. Vzhledem k povaze takovych obchodl a
absenci regulovanych trhil nelze predpokladat, Zze Klient bude mit vzdy prilezitost koupit investi¢ni
nastroj nebo uzavfit svoji pozici nebo predCasné ukoncCit obchod s investicnim ndstrojem za
ocCekdvanou cenu. Nelze vyloucit, ze v extrémnim pfipadé nemusi byt k dispozici v urcité dobé zadna
cena a Klient pak po tuto dobu nebude mit moznost pozadovanou transakci nebo dispozici s jiz
uzavienou transakci nebo operaci s investi¢nim nastrojem vibec uskutecnit. Klient by se mél podrobné
seznamit s podminkami kazdé nestandardizované transakce nebo zplisobu obchodovani, a to i za
pfipadné pomoci svych financnich, dafiovych nebo pravnich poradcd.

Komodity

Komodita je zbozi, které je na trhu obchodovano bez rozdil v kvalité. Dodavky od rdiznych dodavatel(i
jsou vzajemné zastupitelné. Aby bylo mozné s komoditami obchodovat, jsou na kazdém trhu (komoditni
burze) urceny vlastnosti a obchodovatelné mnozstvi komodity. 42FS paruje pokyny na trhu s elektfinou
a plynem, pficemz provozuje obchody s nasledujicimi nastroji: spotové a terminové transakce s
elektfinou (fyzické i finanéni vyporadani, spotové a terminové transakce se zemnim plynem (fyzické |
finanéni vyporadani).

predstavuje citlivost v(éi ristu nebo poklesu cen komodit.

Je rozdil mezi cenou ndkupu/prodeje komodity. Vynos je dan rozdilem ceny nakoupené/prodané
komodity a aktudlni cenou komodity. Kupuijici profituje, je-li aktualni cena komodity méné vyhodnd nez
cena realizacni. Potencialni zisk/ztrata nejsou omezeny.

Riziko trzni: Cena komodity_se odviji od ekonomické ¢innosti producenta této komodity. V pfipadé
pozitivniho vyvoje trhu a pozitivniho vyvoje cen na trhu komodit mlze byt zisk z vlozené investice
neomezeny. Pfi Upadku trhu investor utrzi ztratu, pficemz jeji vySe neni pfedem zndma. DalsSimi faktory,
které maji vliv na cenu komodity, jsou celkovy vyvoj ekonomiky, jeji hospodarsky cyklus a vyvoj daného
odveétvi.

Riziko ménové: Pokud je komodita denominovana v cizi méné, nez je zakladni ména pfijmu a vydajl
investora, pak existuje riziko nepfiznivého pohybu sménného kurzu cizi mény v(ci zékladni méné
investora. Takovy nepfiznivy pohyb sménného kurzu miize zpUsobit, Ze Klient dosédhne zaporné realné
vynosové miry, nebot vynos z obchodu s komoditou je konzumovéan pohybem sménného kurzu cizi
mény v neprospéch investora.

Riziko likvidity: Pokud je komodita obchodovana na regulovanych trzich, je riziko likvidity eliminovano
vétsim poctem Ucastnikd trhu. U komodit pfijatych k obchodovani na nékolika regulovanych trzich, nebo
v pfipadé komodit s uzkym trhem, mize vzniknout problém s obchodovatelnosti komodity v
pozadovaném mnozstvi.

Emisni povolenky

Emisni povolenka v sobé inkorporuje pravo drzitele povolenky, aby v daném obdobi vypustil pfislusné
mnozstvi sklenikovych plynli do ovzdusi. Jednd se o pravo, které je zpravidla volné prevoditelné,
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obchodovatelné, a které je zaznamenano ve zvlastnim registru. 42FS paruje pokyny na trhu s derivaty
emisnich povolenek (emisni povolenky systému EU ETS).

Investicni nastroje
Derivaty

kontrakt Ize jednodusSe charakterizovat jako dohodu dvou stran o ndakupu/prodeji
standardizovaného mnoZstvi komodity v pfedem specifikované kvalité za danou cenu k danému
budoucimu datu. Futures kontrakty je mozné obchodovat vyhradné na organizovanych trzich — burzach.
Jde o tzv. pevny obchod, kdy k danému terminu ma jedna strana povinnost koupit a druha strana ma
povinnost prodat. Pfi vyporadani futures kontraktu vstupuje mezi obé strany kontraktu clearingové
centrum, které garantuje vyporadani. To je hlavni vyhoda futures kontrakt(.

je kontrakt, ktery dava kupujicimu opce pravo, nikoli v§ak povinnost, koupit ¢i prodat komodituy,
aktivum nebo futures kontrakt za pfedem stanovenou cenu béhem sjednané doby. Opce se oznacuje za
tzv. podminény obchod, protoZe kupujici opce mize, ale nemusi v budoucnu koupit nebo prodat. Pokud
kupujici vyuzije své pravo, prodavajici (vypisovatel) opce musi vzdy dostat svym zavazkim.

je v principu shodny s futures kontraktem. Rozdil spocCiva v tom, Ze forward se az na vyjimky
obchoduje mimo burzu. Z toho vyplyvaji dalsi rozdily: futures kontrakt je standardizovany co se tyce
objemu kontraktu, druhu komodity, splatnosti a na trhu se uruje pouze cena, zatimco forward je
individualni a podminky zaviseji na dohodé dvou stran.

Dluhopisy

Dluhopis je dluhovy cenny papir, ktery vyjadfuje zavazek emitenta vici véfiteli. Jedna se o zastupitelny
cenny papir, s nimZ je spojeno pravo na splaceni dluzné ¢astky, vyplaceni stanovenych vynost a
povinnost emitenta splnit veskeré zévazky. Prava a povinnosti emitenta dluhopist a vlastnika
dluhopist (investora) jsou zpravidla uréeny v emisnich podminkach dluhopist. Vlastnik dluhopis
neruci za zavazky spolecnosti.

Vyplata jmenovité hodnoty a vynos( z dluhopisl neni pravné zaruéena. Banky a obchodnici s cennymi
papiry, ktefi emituji dluhopisy, se ze zakona ucastni zarucniho systému, ktery z¢asti uspokojuje investice
vlastnik( dluhopist pfi finan¢nich potizi emitentd.

Vybrané druhy dluhopis:

Dle emitenta:

Statni dluhopisy — emitentem je stat, eventualné statni agentura, v pfipadé Ceské republiky se jedné o
Ministerstvo financi CR.

Komunalni dluhopisy (municipalni) — emitentem je Gzemni samospravny celek.

Korporatni dluhopisy (podnikové) — emitentem je obchodni spole¢nost a cilem takové emise je ziskani
kapitalu. Korporatni dluhopisy maiji rliznou miru rizikovosti, od ¢ehoz se odviji vyse kupénd.

Bankovni dluhopisy — emitentem je penézni Ustav.
Pokladni¢ni poukazky - kratkodobé dluhopisy, jejichz emitentem je stat nebo centralni banka.
Dle kuponu:
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Dluhopisy s pevny kupénem — kupén sjednany pfi emisi se neméni po celou dobu Zivotnosti dluhopisu.
Vyhodou je, Ze Ize snadno spocitat vynos do splatnosti; nevyhodou pevného kupénu je fakt, ze v pfipadé
rlistu Urokovych sazeb klient nenabyva vys$si vynos.

Dluhopisy s variabilnim kupénem - jejich kupdn je zavisly na referenéni sazbé, ¢asto jde o mezibankovni
sazbu jako je napf. PRIBOR, LIBOR, EURIBOR. K referen¢ni sazbé je pficitana pfirdzka v urcité vysi
kompenzujici vyssi riziko ve srovnani s mezibankovnim trhem. Vyhodou variabilniho kupénu je fakt, ze
v pfipadé rlstu Urokovych sazeb klient nabyva vyssi vynos. Nevyhodou variabilniho kupdnu je fakt, ze v
pripadé poklesu urokovych sazeb klient nabyva nizsi vynos.

Dluhopisy s nulovym kupénem — béhem zivotnosti téchto dluhopist nejsou vyplaceny zadné kupdnové
platby. Vynosu dosahuiji véfitelé tim, Ze dluhopis nakupuji s diskontem, tedy pod nominalni hodnotou a
v dobé splatnosti je uhrazena emitentem nomindlni hodnota dluhopisu.

Kuponovy vynos u dluhopisu vznika inkasovanim pevného nebo proménlivého kupénu. Dal§i moznosti,
jak muze vlastnik dluhopisu zhodnotit svoji investici je profitovat na rozdilu ceny pfi ndkupu a prodeji
dluhopisu.

Riziko kreditni: Riziko, ze emitent — dluznik nebude schopen splnit své zavazky, tedy ze nebude schopen
splatit droky a nomindlni ¢astku dluhopisu. V pfipadé obchodnich spoleé¢nosti toto riziko mize byt
vyznamné, naopak u dluhopis( statli s vysokym ratingem, resp. mezindrodnich organizaci je toto riziko
podstatné nizsi.

Riziko Urokové: Toto riziko spociva ve zméné urokovych sazeb v zavislosti na splatnosti dluhopisu a
typu kupénu. Cim vice rostou trokové sazby, tim vice klesd trzni cena dluhopisu s pevnym kupénem tak,
aby aktualni vynos do splatnosti dluhopisu byl totozny s trzni irokovou sazbou.

Riziko ménové: Pokud je dluhopis denominovan v cizi méné, existuje riziko pohybu sménného kurzu cizi
mény vlci ceské koruné. Oslabi-li ¢eska koruna, je zde predpoklad k zhodnoceni investice. Posili-li Ceska
koruna, investice mliZe byt ¢astecné znehodnocena.

Riziko likvidity: Dluhopisy se z velké ¢asti obchoduji na OTC trhu, u nichz neni garantovan dostatecny
objem pro realizaci obchodu. Riziko likvidity je u dluhopist individudlni. Likvidita dluhopist je zavisla na
emitentovi, ratingu emitenta, vydanych objemech daného dluhopisu nebo na jinych specifickych
faktorech.

MozZnosti zajisténi proti specifickym rizikim:

Obecné plati, ze trzni riziko spojené s dluhopisy je obvykle nizsi nez u akcii. Kreditni riziko, které
predstavuje pravdépodobnost, ze emitent nebude schopen splatit své zavazky, mlize investor ovlivnit
vybérem dluhopist emitenta, ktery ma vysoky rating. Likvidni riziko, které souvisi s tim, jak snadno Ize
dluhopisy prodat na trhu, Ize snizit investovanim do dluhopisl, které jsou obchodovatelné na
sekundarnim trhu. Ménové riziko, stejné jako u akcii, Ize vyloucit koupi pouze dluhopist v doméaci méné
investora. Pro zajisténi Grokového rizika variabilné Uro¢enych dluhopist je mozné vyuzit Grokovy swap.

Obecné Ize fici, ze ¢im vySsi vynos z dluhopisu plyne, tim vyssi riziko tato investice predstavuje.
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Repo operace, Reverzni Repo operace, operace Sell/Buy a Buy/Sell

Repo operace, Reverzni Repo operace, operace Sell/Buy a Buy/Sell (,Repo transakce”) jsou kupni
smlouvy se sjednanou zpétnou koupi. V pfipadé Repo operace nebo Reverzni Repo operace se jedna o
jednu kupni smlouvu. V pfipadé Sell/Buy nebo Buy/Sell se jedna o dvé kupni smlouvy sjednané v jeden
okamzik.

Na zakladé Repo transakce jedna strana — oznacovana jako kupujici — kupuje od druhé strany —
prodavajici — dohodnuté mnozstvi cennych papirG za dohodnutou cenu a dale se zavazuje, stejné
mnozstvi cennych papir( prodat zpét proddvajici strané za kupni cenu navySenou o dohodnuty vynos.

Repo transakce slouZi k uloZzeni nebo vypUijéeni penéznich prostfedk(. Urok je vyjadien rozdilem mezi
cenou cenného papiru pfi zacatku a na konci Repo transakce.

Predmétem téchto operaci mohou byt napf: pokladni¢ni poukazky, statni dluhopisy, akcie aj. V pfipade¢,
Ze se jedna o cenny papir s vyraznym kolisanim ceny (typicky akcie) neni ivér poskytovan na cely objem
(aktudlni trzni cena * pocet akcii), ale pouze na uréitou ¢éast napf. 80 % - tento podil se nazyva pomér
finan¢niho zajisténi (tzv. Hair cut).

Repo operace —pro klienta je vyhodnou, Ze mUze ziskat penézni prostredky v relativné v kratkém case.
Kvalita a likvidita cennych papirl vyznamné ovliviuji trok a mnoZstvi cennych papird nutnych k zastavé.

Vynos je u Repo transakci znam piedem. Urokovéa sazba spo&iva v rozdilu mezi pogateéni a kone&nou
cenou.

Riziko likvidity: Transakce jsou v prevazné vétsiné nelikvidni, tedy neni mozné je prfedCasné ukondit.
Plvodni vlastnik tedy nabyde znovu vlastnické pravo k plvodné vlastnénym cennym papirim az v datu
splatnosti. Stejné tak poskytovatel penéznich prostfedk( do této transakce dostane tyto prostredky
vyplaceny az v datu splatnosti. Pfipadné pred¢asné ukonceni mize byt spojeno s dodatecnymi naklady.

Kreditni riziko: Ani kupujici, ani prodavajici strana nemuseji dostat svym zavazkim zpétného prodeje
(ndkupu) v pfipadé defaultu téchto protistran. Rizikem tedy mdze byt pokles ceny zastavenych cennych
papirtkvdli snizeni bonity emitenta cennych papir ¢i kvali dals$im trznim vliviim. V pfipadé bonitnich
statnich dluhopist je toto riziko relativné nizké. Pokud se jednd o cenné papiry s vétSimi cenovymi
vykyvy je pomér financ¢niho zajisténi (hair cut) vétsi.

MozZnosti zajisténi proti specifickym rizikdim: Z podstaty Repo transakci a z podstaty Gcéelu, za jakym se
tyto obchody sjedndvaji, jsou moznosti zajisténi velice omezené. Jedinym zplsobem, jak zmirovana
rizika omezit jsou kvalitni cenné papiry, které jsou pfedmétem zajistovaciho prevodu vlastnickych prav.

Derivaty

Derivaty jsou investi¢ni nastroje, jejichz hodnota je odvozena od podkladového aktiva. Podkladovym
aktivem mohou byt cenné papiry, mény, irokové sazby, komodity, indexy apod. Dalezitym rysem derivatd
je jejich terminovy charakter a s tim spojen tzv. pakovy efekt. Terminovy charakter znameng, ze
vyporadani obchodu probihd v budoucnosti. Se sjednanim obchodu je spojena relativné mal3, Gi
dokonce zadna pocatecni investice. Ve srovnani s béznymi spotovymi investi¢nimi nastroji tak derivaty
nabizeji moznost dosahnout mnohem vyssiho zhodnoceni, ale také ztraty.
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Derivaty lIze v praxi vyuzit k rGznym Gcellm:

Zajisténi (hedging) - spociva v tom, Ze se pomoci derivatd mize fixovat cena podkladového aktiva k
sjednanému terminu v budoucnosti. Jinymi slovy, k urcité dané pozici je na terminovém trhu sjednan
takovy obchod, jehoz zisk ¢i ztrata se bude vyvijet zrcadlové k dané pozici. Lze tedy fici, ze zisk nebo
ztrata, vyplyvajici z trzniho precenéni podkladového aktiva je elimovana ztratou nebo ziskem trzniho
pfecenéni sjednaného derivatu.

Spekulace - spekulant si kupuje derivat s cilem profitovat na cenovém vyvoji podkladového aktiva.
Zjednodusené feCeno spekuluje na to, ze cena podkladového aktiva bude nizsi resp. vyssi, nez kolik
bude ¢init promptni cena podkladového aktiva v den splatnosti, za kterou mdze tento instrument na
promptnim trhu prodat resp. koupit.

Arbitraz — jde o vyuziti cenovych diferenci, které mohou vzniknout z hlediska teritorialniho a/nebo
Casového.

Vybrané druhy derivat(: Forward rate agreement (FRA), FX forward, FX swap, Interest rate swap (IRS),
Devizova opce.

Néazvy jednotlivych investi¢nich nastroji derivatového typu mohou byt nepresné ¢i zkreslujici, a proto
je vzdy nezbytné prostudovat dokument obsahujici podminky pfislusného investi¢niho nastroje, které
popisuji jeho strukturu a chovani pfi odliSnych trznich podminkach.

Trzni riziko: Riziko poklesu redlné hodnoty derivatu, a to vlivem zmény hodnoty podkladového aktiva.
Toto riziko je vyznamné zejména u spekulativnich transakci, ale mize se projevit i u transakci
zajistovacich, zejména, kdyz se plivodni pfedpoklad, kvili kterému bylo zajisténi sjednano, ukaze jako
nespravny. Potencialni ztrata, vyplyvajici z tohoto rizika, mize v extrémnich pfipadech i prevysit
nominalni hodnotu kontraktu.

Riziko likvidity podkladového aktiva: Vétsina derivat( se neobchoduje na regulovanych trzich, a tudiz
investor nemusi mit moznost svou pozici uzavfit nebo zmeénit.

Kreditni riziko: Riziko upadku protistrany, kterd v dobé vyporadani derivatu nebude schopna dostat svym
zavazkim (default).

Dohoda o budouci sazbé — Forward Rate Agreement (FRA)

Pevna dohoda mezi dvéma subjekty, kterd jim umozniuje zafixovat Urokovou sazbu z dvéru, resp.
depozita v budoucim obdobi, popf. umoZnuje zménit pohyblivé uroc¢eni pohleddvky nebo dluhu na fixni
Ci obracené. Jedna se o derivatovy urokovy kontrakt, ktery je sjednavan jako individualni,
nestandardizovany kontrakt na mimoburzovnim tzv. OTC trhu. Pfi pInéni dochazi pouze k vyrovnani
salda vyplyvajiciho z rozdilu mezi dvéma sazbami.

Tyto obchody se realizuji na mezibankovnim trhu, neexistuji pro né zadné standardizované podminky.
Na rozdil od Urokovych futures obchodd, FRA jsou investi¢ni ndstroje Sité na miru z hlediska jistiny,
meény a urokového obdobi.

Subjekty sjednavajici FRA:
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Kupujici FRA - Zaijistuje fixni drokovou sazbu pro své budouci pohyblivé Gro¢ené zavazky, neboli se
zajistuje proti vzestupu Urokovych sazeb v budoucnosti (resp. spekuluje na vzestup trznich Grokovych
sazeb).

Prodavajici FRA — Zajistuje si fixni Urokovou sazbou pro své budouci pohyblivé Gro¢ené pohledavky,
neboli se zajistuje proti poklesu trokovych sazeb v budoucnosti (resp. spekuluje na pokles trznich
urokovych sazeb).

Moznosti vyuziti FRA:

Proddvajici FRA - Zajisténi kapitalu investovaného do Urokovych instrumentd citlivych na vyvoj trzni
urokové sazby proti poklesu urokovych sazeb.

Kupujici FRA — Zajisténi své ocekavané budouci potreby kapitalu proti vzestupu trznich urokovych
sazeb.

Kupujici/prodavajici FRA ziska nabytim/prodejem fixni drokovou sazbu. Pokud je referencni urokova
sazba v den splatnosti vy$si nez dohodnutd Urokova sazba (cena FRA), obdrzi kupujici kompenzaci za
pohyb urokovych sazeb. Je-li referen¢ni Urokova sazba v den splatnosti nizsi nez dohodnutd urokova
sazba (cena FRA), obdrzi kompenzaci prodavajici.

Trzni riziko — Trzni riziko vyplyva z nejistoty o budoucich zméndach urovné trznich urokovych sazeb.

Kreditni riziko — Kreditni riziko FRA spociva v moznosti neplnéni protistrany, v disledku ¢ehoz dochazi
ke ztraté pozitivni hodnoty FRA oproti trzni situaci, a v nutnosti pokryt transakci nakupem na trhu za
méneé priznivou cenu.

Urokovy swap - Interest Rate Swap (IRS)

Urokovy swap (IRS) je dohoda dvou stran o vyméné penéznich tokd v urgitém obdobi, vychézejicich
obvykle z pohyblivé (floating) a pevné (fixni) Urokové sazby. Dochazi k vyméné pouze trokd, avsak nikoli
k vyméné nominalni hodnoty (tj. kapitalovému toku). Nominalni hodnota IRS slouzi pouze k odvozeni
vySe urokovych plateb. Pevnd sazba je urokovd sazba slouzici k odvozeni pevné urokové platby.
Pohybliva drokova sazba slouzici k odvozeni pohyblivé urokové platby, vyjadrena je formou reference na
sazbu PRIBOR, LIBOR apod. V pfipadé nestandardizovanych kontraktli se mdze v pribéhu kontraktu
vySe nominalni hodnoty ménit.

IRS nejsou standardizované. Podrobnosti realizace obchodu musi byt pfedem upraveny smluvné. Jedna
se o produkty ,$ité na miru“, je proto mimoradné dllezité ziskat presné informace o podminkach
konkrétniho IRS, zejména pokud jde o nominalni ¢astku, splatnost, dohodnuté urokové sazby a dalsi
parametry.

Kupujici IRS (platce fixniho Groku) profituje z narlistu urokovych sazeb. Prodavajici IRS (nabyvatel,
prijemce fixniho Uroku) profituje v pfipadé poklesu trokovych sazeb. Vynos z IRS nelze stanovit predem.
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Trzni riziko: Trzni riziko spoCiva v nejistoté ohledné budoucich zmén trznich urokovych sazeb.
Kupujici/prodavajici IRS je vystaven riziku ztraty, jestlize Groven trznich drokovych sazeb klesa/stoupa.

Kreditni riziko: Kreditni riziko spoc¢iva v moznosti, Ze protistrana obchodu nedostoji svym zdvazk{m,
kvili defaultu této protistrany. Toto riziko je tim vétsi, ¢im je nizsi bonita protistrany.

Foreign Exchange Forward (FX Forward)

FX Forward je dohoda stran, na zakladé které jedna strana prodava druhé strané predem dohodnuté
mnozstvi deviz k ur¢itému pevné stanovenému datu za pevné stanoveny kurz (tzv. forwardovy kurz).

Kupujici — ma povinnost ve stanoveném terminu v budoucnu koupit dohodnuté mnozstvi mény za jinou
ménu za dohodnuty forwardovy kurz.

Prodavajici — ma povinnost ve stanoveném terminu v budoucnu prodat dohodnuté mnozstvi mény za
jinou ménu za dohodnuty forwardovy kurz.

Priklad vyuziti:

Dovozce si chce zjistit svllj zavazek proti budoucimu posileni EUR proti domaci méné CZK. Proto dnes
uzavre FX Forward ke dni splatnosti svych budoucich zavazkd, kde se ma pravo i povinnost koupit EUR
za CZK v pfedem domluveném kursu. V den splatnosti zavazku probéhne vyrovnani z kontraktu za
dohodnuty forwardovy kurz.

Vyvozce oCekava platbu od svého zahrani¢niho odbératele v EUR. Obava se posileni domaci CZK, proto
dnes uzavie FX Forward ke dni splatnosti své pohledavky, kdy se ma pravo i povinnost prodat EUR za
CZK v predem domluveném kursu realizovat. V den splatnosti pohledavky probéhne vyrovnani z
kontraktu za dohodnuty forwardovy kurz.

Vynos je dan rozdilem ceny sjednané v dohodé a aktudlni cenou podkladového aktiva. Kupujici profituje,
je-li aktualni devizovy kurz méné vyhodny nez cena realizacni. Potencialni zisk/ztrata nejsou omezeny.

Trzni riziko: Hodnota FX forwardu je ovlivnéna spotovym devizovym kurzem, trokovymi sazbami v obou
ménach a dalsimi trznimi vlivy. Forwardovy kurz tak fluktuuje v zavislosti na trznich parametrech téchto
proménnych.

Kreditni riziko: Kreditni riziko spoc¢iva v moznosti, Ze protistrana obchodu nedostoji svym zavazkim,
kvili defaultu této protistrany. Toto riziko je tim vétsi, ¢im je nizsi bonita protistrany.

Foreign Exchange Swap (FX SWAP)

FX Swap je dohoda stran, na zakladé které jedna strana proddva druhé strané predem dohodnuté
mnozstvi deviz k ur¢itému pevné stanovenému datu (obvykle do 2 dnii od uzavreni obchodu) za aktualni
kurz (tzv. spotovy kurz) a soucasné kupujici prodava prodavajicimu stejné dohodnuté mnozstvi deviz
zpét k urc¢itému pevné stanovenému datu v budoucnu za pevné stanoveny kurz (tzv. forwardovy kurz).
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Obchod probéhne formou dvou nezavislych konverzi, tedy prvotni prodej prostredkd klientem protistrané
za aktualni trzni kurz a v budoucnosti jejich zpétny nakup za forwardovy kurz.

Trzni riziko: Je-li FX Swap sjednan za uUcCelem spekulace, je trzni riziko spjato s pohybem ménovych
kurs( a Urokovych sazeb.

Kreditni riziko: Kreditni riziko spociva v nebezpeci platebni neschopnosti nebo insolvence, tj. mozné
docasné nebo trvalé neschopnosti splnit zavazky ze swapu, a tim vzniku pfipadné nutnosti pokryti
transakce prostrednictvim trhu.

Cross-Currency swap

Jednd se o dohodu mezi dvéma stranami o vyméné dvou rizné definovanych Grokovych zavazk(
denominovanych v riiznych méndach vztahuijicich se k pevné jistiné. Urokové platby a jistina v jedné méné
se vyménuji za jistinu a Urokové platby v jiné méné. Urokové platby jsou sménovany v pevné stanovenych
intervalech béhem trvani dohody. Tento investi¢ni nastroj je obvykle obchodovan OTC a strany si mohou
dohodnout individualni podminky.

Vynos lze ziskat v pfipadé predCasného uzavreni Cross-Currency swapu pfi pozitivnim vyvoji ménového
kurzu a Grokového rozdilu. Vynosu lze take docilit prostfednictvim nizsich arokd druhé mény pokud bude
Cross-Currency swap uzavien s cilem vylepseni Grokového rozdilu. Vynos ovéem muze byt snizen
moznymi kurzovymi ztratami. Pozitivni vyvoj ménového kurzu muze vynos dale zvysit.

Urokové riziko: Investor je vystaven riziku ztraty z diivodu neznalosti budoucich zmén drokovych sazeb
na trhu.

Ménové riziko: Ménové riziko spociva v neznalosti zmén vyvoje ménového kurzu konkrétnich mén, které
nastanou v budoucnu.

Kreditni riziko: Pfi neplnéni protistrany je nutno pokryt povinnost za aktudlnich trznich podminek.

FX Opce

Dohoda stran, na zakladé které ma majitel (kupujici) opce pravo (nikoli vS§ak povinnost) koupit (call opce)
nebo prodat (put opce) dohodnutou ménu za pfedem stanovenou realizacni cenu opce (strike price), a
to k predem dohodnutému datu nebo datlm resp. casovém intervalu.

MozZnosti vyuziti ménovych opci:
*  zajisténi proti ménovému riziku
* spekulace s cilem profitovat na o¢ekavaném budoucim vyvoji trhu

V okamziku sjednani opce je pfedem stanovena realizacni cena podkladového aktiva. V pfipadé call
opce dosahne kupujici vynosu, pokud je sjednana cena podkladového aktiva vysSsi nez cena v den
realizace opce. V pripadé put opce musi byt pro dosazeni vynosu cena podkladového aktiva v den
realizace nizsi nez cena sjednana. Pokud je rozdil mezi predem sjednanou cenou a aktualni cenou pro
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drzitele opce nevyhodny, opci nemusi uplatnit. Utrpi ztrdtu maximalné do vySe zaplacené opCni prémie.
Vynosu lze dosahnout i prodejem samotné opce. Pokud dochdzi na trhu ke zméné ceny podkladového
aktiva, v zavislosti na typu opce (kupni/prodejni) a realizaéni ceny roste ¢i klesa i hodnota kupni/prodejni
opce.

Trzni riziko: Trzni cena opce je spjata s pohybem ménovych kursd, irokovych sazeb, ¢asové hodnoty a
zejména volatility téchto proménnych.

Kreditni riziko: Riziko Upadku protistrany, ktera v dobé vyporadani nebude schopna dostat svym
zavazkim (default).
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Information provided to the Client based on:

e Act No. 256/2004 Coll., on Capital Market Business, as amended ("ZKPT")

e Directive 2014/65/EU on markets in financial instruments ("MiFID 1I")

e Regulation (EU) 2017/565 supplementing MiFID Il as regards organisational requirements
and operating conditions for investment firms and the definition of terms for the purposes
of that Directive ("MiFID Il Implementing Regulation"); and

e relevant CNB interpretative opinions and measures.

Purpose of the document

42FS is obliged in accordance with the MiFID Il Implementing Regulation and the MiFID Il
Implementing Regulation:
e inform all its Clients well in advance of the provision of the investment service about the
investment instruments to be covered by the investment service,
e educate all its Clients and warn them of the risks associated with investing in these investment
instruments,
e inform all its Clients which categories of Clients the investment instrument is intended for.

The purpose of this document is to comply with the above obligations, in particular under Article 48 of
the MIFID Il Implementing Regulation. However, it is not an exhaustive description of the risks and
functionality of all products offered, nor is it an exhaustive guide to all risk aspects associated with
trading in investment instruments. The Client is obliged to carefully familiarize himself with the potential
risks associated with the planned trade and should always seek professional advice from his financial,
legal, accounting and tax advisors in case of any uncertainties. At the same time, the Client is free to
contact 42FS at any time to request further information. 42FS can only provide the Client with objective
information regarding the investment instrument or investment service and therefore does not provide
any evaluation of the investment instrument or investment service.

42FS provides its services exclusively to eligible counterparties; in rare cases, the provision of services
to professional clients is not excluded. 42FS does not provide its services to retail clients.

General information on risks

Every trade in an investment instrument involves some risk. Generally, the higher the expected return
and/or the duration of the trade, the higher the potential risk of loss. Returns achieved in the past with
certain investment instruments are no guarantee that similar returns will be achieved in the future with
those investment instruments.

Trading in investment instruments involves the risk of not achieving the expected return and the risk of
incurring losses. The Client should not participate in such trades for which he/she does not fully
understand the terms and conditions of the execution of trades and the extent of potential loss of the
invested funds or, in some cases, losses exceeding the invested funds. 42FS draws the Clients'
attention that when trading in derivatives and instruments that use leverage (e.g. futures contracts,
options) the risk of losses is not limited to the value of the invested funds, but may exceed this value
(i.e. the loss may be greater than the amount of the invested funds). Trading derivative-type investment
instruments therefore requires specific knowledge and experience.

Depending on the type of investment instrument, the amount of risk, expressed as a ratio of the
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potential loss to the face value or current price of the investment instrument, also varies. The riskiest
investment instruments are generally financial derivatives, where a small change in the market price of
the underlying asset can cause a large change in the market value of the derivative. Equities and similar
securities and commodity instruments are generally considered high risk instruments. Relatively less
risky investment instruments include bonds and similar securities representing the right to repay the
amount owed, in particular government bonds and central bank debt securities.

Overview of risks

The main types of risk associated with investment instruments and investment services in the capital
market are credit risk, market risk, concentration risk, liquidity risk and operational risk. Market risk
mainly includes interest rate, currency, equity and commodity risk, however, inflation, correlation and
volatility risk can also be identified within market risk.

In addition to the risks listed above, which are to a greater or lesser extent relevant for all investment
instruments, specific risks arising from the particular form and trading method of a given investment
instrument can be identified for individual investment instruments.

Credit risk is one of the basic financial risks. Credit risk (issuer risk) is the risk that the issuer of an
investment instrument (the borrower) will default on its obligations (fail to repay its debts), whether due
to insolvency or default. A mere reduction in the credit quality (credit worthiness) of the borrower may
also be a source of credit risk.

Debtors' inability or unwillingness to pay their debts may arise from loans or interest due, securities,
guarantees, foreign exchange, money market transactions or other contractual relationships.

The cause of the debtor's insolvency or unwillingness can be both internal - on the part of the debtor,
or the debtor's credit rating, and external - that is, from external causes, such as a crisis in the economy
or the industry.

Credit risk can be mitigated in particular by a detailed assessment of the borrower's creditworthiness
and ability to repay its debts, as well as by reducing exposure to a single borrower.

Concentration risk is the risk of loss arising from a significant concentration of exposures to
counterparties or groups of counterparties where the likelihood of default is affected by a common risk
factor, for example, counterparties operating in the same sector of the economy or the same
geographical area, carrying on the same business or trading in the same commodity, or counterparties
belonging to the same economic group, or from the use of credit risk mitigation techniques, in particular
the risk associated with large indirect exposures, for example, to the same collateral issuer.

Market risk is the risk of loss arising from a change in market conditions (in particular - market prices,
interest rates, exchange rates or commodity prices) leading to a change in the value of an investment
instrument or an imbalance of some characteristic between the investment instrument and its source
of funding. All investment instruments are exposed to market risk. Market risk encompasses a number
of factors, not only the economic development of a given company (issuer of a security), but also, for
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example, expectations of a recession, structural changes in the economy, political shocks, and
consumer preferences.

Depending on the specification of the market factor that may cause a change in the value of the
investment instrument, market risk is mainly interest rate, currency, equity, and commodity risk. Other
market risks can also be identified in terms of the current market situation and the way in which trades
are executed in a given market.

Interest rate risk affects the fluctuation of the rate of return on investment instruments by
changing the level of interest rates. These changes affect debt investment instruments inversely,
i.e. they react to an increase in interest rates by decreasing market prices and vice versa. The
amount of risk depends on the specific investment instrument, its sensitivity to interest rates and
other factors.

Currency risk: when investing in investment instruments denominated in a foreign currency, the
risk and potential gain or loss depends not only on the overall market price of the investment
instrument but also on the exchange rate. Adverse currency movements may adversely affect the
overall development of the investment, even if the investment instrument develops positively.

Equity risk is the risk of an adverse change in the market price of equity investment instruments
or financial derivatives derived from these instruments. The main source of this risk is trading in
equity instruments.

Commodity risk is the change in the price or yield of an investment instrument in response to a
change in the price of a commodity (e.g. raw materials, precious metals or energy). Commodity
risk is inherent in investment instruments who's underlying asset is a commodity, but commodity
risk affects all investment instruments to some extent depending on the sensitivity of the
economy or the issuer of the investment instrument to price movements in the commodity.

Inflation risk affects the real rate of return on investment instruments. Inflation (a reduction in the
purchasing power of money) reduces the real return on an investment. High inflation may cause
the Client to achieve a negative real rate of return as the return on investment instrument is
consumed by inflation.

This is the risk of loss due to insufficient market depth or breadth, i.e. insufficient number of buy and
sell orders. This situation is characterised by fewer sellers or buyers, higher differences between the
best buy and sell prices, higher differences between quotes and insufficient liquidity at each quote price
level. These unfavourable conditions may result in an order or trade in an investment instrument being
executed at a price very far from the mid-quote or best bid/offer quote, or execution of an order or trade
may not be possible at all due to illiquidity.

Operational risk means the possibility of loss due to inadequacy or failure of internal processes, human
factors and systems of the issuer of an investment instrument, a third party or external events, including
information technology risk and legal risk. As an illustration of operational risk, reasons for loss may
include, for example, sending money to the wrong account, loss of a trading contract, miscalculation of
interest rate, destruction of electronic data due to a power failure or fire, etc.

Non-standardised markets
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Some transactions, trades, markets, or investment instruments do not have standardised terms and
conditions. Examples include the terms and conditions of derivative transactions or bond trades entered
into outside regulated markets - so-called OTC (over the counter) trades. Given the nature of such trades
and the absence of regulated markets, it is not reasonable to assume that the Client will always have
the opportunity to purchase an investment instrument or close out its position or early terminate a trade
in an investment instrument at the expected price. It cannot be ruled out that in an extreme case, no
price may be available at a certain time and the Client will then not be able to execute the requested
transaction or disposition with an already concluded transaction or operation with the investment
instrument at all during that time. The Client should familiarize himself in detail with the terms and
conditions of any non-standardized transaction or method of trading, including with the assistance of
his financial, tax or legal advisors, if applicable.

Commodities

The commodity is goods, which is on market traded without variation in quality. Supplies from different
suppliers are interchangeable. In order to trade commaodities, the characteristics and tradable quantities
of the commodity are specified, and operates trades in the following instruments: electricity spot and
forward transactions (physical and financial settlement), and gas spot and forward transactions
(physical and financial settlement).

is the sensitivity to increases or decreases in commodity prices.

There is a difference between the buying/selling price of a commodity. The yield is the difference
between the price of the commodity bought/sold and the current price of the commodity. The buyer
benefits if the current price of the commodity is less favourable than the strike price. The potential
profit/loss is not limited.

Market Risk: The price of a commodity is based on the economic activity of the producer of that
commodity. In the event of a positive market development and a positive price development in the
commodity market, the return on the investment may be unlimited. If the market declines, the investor
will suffer a loss, the amount of which is not known in advance. Other factors that influence the price
of a commodity are the overall development of the economy, its business cycle and the development of
the sector.

Currency risk: If the commodity is and denominated in a currency other than the base currency of the
investor's income and expenses, then there is a risk of adverse movement in the exchange rate of the
foreign currency against the investor's base currency. Such an adverse movement in the exchange rate
may cause the Client to earn a negative real rate of return as the proceeds of the commodity trade are
consumed by the movement in the foreign currency exchange rate to the detriment of the investor.

Liquidity risk: if the commodity is traded on regulated markets, liquidity risk is eliminated by a larger number
of market participants. In the case of commodities admitted to trading on several regulated markets, or in the
case of commodities with a narrow market, there may be a problem with the tradability of the commodity in
the required quantities.

Emission allowances
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An emission allowance incorporates the right of the holder to emit the relevant amount of greenhouse
gases into the air during a given period. This is a right which is usually freely transferable, tradable, and
recorded in a special register. The 42FS matches orders in the market for emission allowance
derivatives (EU ETS emission allowances).

Investment instruments
Derivatives

contract can be simply characterised as an agreement between two parties to buy/sell a
standardised quantity of a commodity of a pre-specified quality at a given price on a given future date.
Futures contracts can only be traded on organised markets - exchanges. It is a so-called fixed trade,
where one party is obliged to buy, and the other party is obliged to sell at a given date. When a futures
contract is settled, a clearing house steps in between the two parties to the contract and guarantees the
settlement. This is the main advantage of futures contracts.

is a contract that gives the option buyer the right, but not the obligation, to buy or sell a
commodity, asset, or futures contract at a predetermined price during an agreed period of time. An
option is referred to as a "contingent trade" because the buyer of the option may or may not buy or sell
in the future. If the buyer exercises his right, the seller (writer) of the option must always honour his
obligations.

is in principle identical to a futures contract. The difference lies in the fact that the forward is
traded off-exchange, with a few exceptions. This leads to further differences: a futures contract is
standardised in terms of contract volume, type of commodity, maturity and the market determines only
the price, whereas a forward is individual, and the terms depend on the agreement of the two parties.

Bonds

A bond is a debt security that expresses the obligation of the issuer to the lender. It is a fungible
security that carries the right to repay the amount owed, the payment of specified returns and the
obligation of the issuer to meet all obligations. The rights and obligations of the bond issuer and the
bondholder (investor) are usually specified in the terms and conditions of issue of the bonds. The
bondholder is not liable for the obligations of the company.

Payment of the nominal value and proceeds of the bonds is not legally guaranteed. Banks and
securities dealers that issue bonds participate by law in a guarantee scheme that partially satisfies
bondholders' investments when issuers are in financial difficulty.

Selected types of bonds:

According to the issuer:

Government bonds - the issuer is the state, possibly a state agency, in the case of the Czech Republic it
is the Ministry of Finance of the Czech Republic.

Municipal bonds (municipal) - the issuer is a local government unit.

Corporate bonds (corporate) - the issuer is a commercial company and the purpose of such an issue is
to raise capital. Corporate bonds have different levels of risk, which determine the amount of coupons.

Bank bonds - the issuer is a monetary institution.
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Treasury bills - short-term bonds issued by the government or the central bank.

According to the coupon:

Fixed-coupon bonds - the coupon agreed upon at issuance remains unchanged throughout the life of
the bond. The advantage is that the yield to maturity can be easily calculated; the disadvantage of a
fixed coupon is that the client does not earn a higher yield if interest rates rise.

Variable coupon bonds - their coupon depends on a reference rate, often an interbank rate such as
PRIBOR, LIBOR, EURIBOR. A premium of a certain amount is added to the reference rate to compensate
for the higher risk compared to the interbank market. The advantage of a variable coupon is that in the
event of arise in interest rates, the client receives a higher return. The disadvantage of a variable coupon
is that the client receives a lower return if interest rates fall.

Zero coupon bonds - no coupon payments are made during the life of these bonds. The yield is achieved
by the lenders buying the bond at a discount, i.e. below par, and at maturity the face value of the bond
is paid by the issuer.

The coupon yield on a bond arises from the collection of a fixed or variable coupon. Another way for a
bond owner to appreciate their investment is to profit from the difference in price when buying and
selling the bond.

Credit risk: the risk that the issuer - the borrower will not be able to meet its obligations, i.e. that it will
not be able to pay the interest and the nominal amount of the bond. This risk can be significant in the
case of corporate bonds, whereas it is significantly lower for bonds of highly rated sovereigns or
international organisations.

Interest rate risk: This risk consists of the change in interest rates depending on the maturity of the bond
and the type of coupon. The more interest rates rise, the more the market price of the fixed coupon bond
falls so that the current yield to maturity of the bond is the same as the market interest rate.

Currency risk: If the bond is denominated in a foreign currency, there is a risk of exchange rate
movements of the foreign currency against the Czech koruna. If the Czech koruna depreciates, there is
an expectation of appreciation of the investment. If the Czech koruna appreciates, the investment may
be partially devalued.

Liquidity risk: the bonds are largely traded on the OTC market, where there is no guarantee of sufficient
volume for trade execution. Liquidity risk is individual for bonds. The liquidity of the bonds depends on
the issuer, the issuer's rating, the issued volumes of the bond or other specific factors.

Options for hedging against specific risks:

In general, the market risk associated with bonds is usually lower than that of equities. Credit risk, which
is the probability that an issuer will be unable to repay its obligations, can be influenced by an investor
choosing bonds from an issuer that has a high credit rating. Liquidity risk, which relates to how easily
bonds can be sold in the market, can be reduced by investing in bonds that are tradable on the secondary
market. Currency risk, as with equities, can be eliminated by buying only bonds denominated in the

FINANCIAL
SERVICES



investor's home currency. An interest rate swap can be used to hedge the interest rate risk of floating
rate bonds.

Generally speaking, the higher the yield on a bond, the higher the risk of the investment.

Repo operations, Reverse Repo operations, Sell/Buy and Buy/Sell operations

Repo transactions, Reverse Repo transactions, Sell/Buy transactions, and Buy/Sell transactions ( "Repo
transactions") are purchase contracts with a negotiated repurchase. In the case of a Repo Transaction
or a Reverse Repo Transaction, it is a single purchase contract. In the case of a Sell/Buy or Buy/Sell,
these are two purchase contracts negotiated at the same time.

Under a Repo transaction, one party - referred to as the buyer - buys from the other party - the seller - an
agreed amount of securities at an agreed price and further agrees to sell the same amount of securities
back to the selling party at the purchase price plus an agreed yield.

A Repo transaction is used to deposit or borrow funds. Interest is expressed as the difference between
the price of the security at the start and end of the Repo transaction.

The subject of these operations may be, for example: treasury bills, government bonds, shares, etc. In
the case of a security with a significant price fluctuation (typically shares), the credit is not granted for
the entire volume (current market price * number of shares), but only for a certain portion, e.g. 80% - this
portion is called financial collateral ratio (Hair cut).

Repo operations - it is advantageous for the client that he can obtain funds in a relatively short time. The
quality and liquidity of the securities significantly affect the interest rate and the amount of securities
required for pledging.

The yield is known in advance for Repo transactions. The interest rate is the difference between the
initial and final price.

Liquidity risk: the majority of transactions are illiquid, i.e. they cannot be terminated early. Therefore, the
original owner will only regain ownership of the securities originally owned at maturity. Similarly, the
provider of the funds in the transaction will only be paid out at maturity. Any early termination may
involve additional costs.

Credit risk: Neither the Buyer nor the Selling Party may be able to meet its repurchase (purchase)
obligations in the event of a default of these counterparties. Thus, the risk may be a decline in the price
of the pledged securities due to a downgrade in the creditworthiness of the issuer of the securities or
due to other market influences. In the case of creditworthy government bonds, this risk is relatively low.
In the case of securities with larger price fluctuations, the haircut ratio is higher.

Options for hedging against specific risks: By the nature of Repo Transactions and the nature of the
purpose for which these transactions are negotiated, hedging options are very limited. The only way to
mitigate the risks mentioned above is to have high quality securities that are subject to the title transfer
hedge.
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Derivatives

Derivatives are investment instruments whose value is derived from the underlying asset. The underlying
asset can be securities, currencies, interest rates, commodities, indices, etc. An important feature of
derivatives is their futures nature and the associated leverage effect. The forward nature means that the
settlement of the trade takes place in the future. There is relatively little or no initial investment
associated with the negotiation of the trade. Compared to conventional spot investment instruments,
derivatives thus offer the possibility of achieving much higher appreciation but also losses.

Derivatives can be used in practice for a variety of purposes:

Hedging - consists of using derivatives to fix the price of the underlying asset at an agreed date in the
future. In other words, for a given position , a trade is negotiated in the futures market whose profit or
loss will mirror that of the position. Thus, it can be said that the gain or loss resulting from the market
repricing of the underlying asset is eliminated by the loss or gain of the market repricing of the
negotiated derivative.

Speculation - a speculator buys a derivative in order to profit from the price movement of the underlying
asset. Simply put, he speculates that the price of the underlying asset will be lower or higher than the
spot price of the underlying asset on the maturity date at which he can sell or buy the instrument in the
spot market.

Arbitrage - this is the use of price differentials that may arise in terms of territory and/or time.

Selected types of derivatives: Forward rate agreement (FRA), FX forward, FX swap, Interest rate swap
(IRS), Foreign exchange option.

The names of individual derivative-type investment instruments may be inaccurate or misleading and
it is therefore always necessary to consult the document containing the terms and conditions of the
relevant investment instrument, which describe its structure and behaviour under different market
conditions.

Market risk: the risk of a decline in the fair value of a derivative due to a change in the value of the
underlying asset. This risk is particularly significant in speculative transactions, but can also occur in
hedging transactions, particularly if the original assumption for which the hedge was agreed proves to
be incorrect. The potential loss arising from this risk may, in extreme cases, exceed the face value of
the contract.

Liquidity risk of the underlying asset: Most derivatives are not traded on regulated markets and therefore
the investor may not be able to close out or change his position.

Credit risk: the risk of a counterparty failing to meet its obligations (default) at the time the derivative is
settled.

Forward Rate Agreement (FRA)

A fixed agreement between two entities that allows them to fix the interest rate on a loan or deposit in
a future period, or allows them to change a floating interest rate on a debt or receivable to a fixed interest
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rate or vice versa. It is a derivative interest rate contract that is negotiated as an individual, non-
standardised contract on the over-the-counter market. The execution only settles the balance resulting
from the difference between the two rates.

These trades are executed in the interbank market, there are no standardised terms for them. Unlike
interest rate futures, FRAs are tailor-made investment instruments in terms of principal, currency and
interest period.

Entities negotiating FRAs:

Buyer of FRA - Hedges a fixed interest rate for its future floating-rate obligations, or hedges against a
rise in interest rates in the future (or speculates on a rise in market interest rates).

Seller of FRA - Hedges at a fixed rate for its future floating-rate receivables, or hedges against a decline
in interest rates in the future (or speculates on a decline in market interest rates).

Possibilities of using FRA:

Seller FRA - A hedge of capital invested in interest rate sensitive instruments against a decline in interest
rates.

Buyer FRA - Hedging their expected future capital needs against a rise in market interest rates.

The buyer/seller of the FRA receives a fixed rate of interest through the acquisition/sale. If the reference
interest rate on the maturity date is higher than the agreed interest rate (FRA price), the buyer will be
compensated for the interest rate movement. If the reference interest rate on the maturity date is lower
than the agreed interest rate (FRA price), the seller receives compensation.

Market risk- Market risk arises from uncertainty about future changes in the level of market interest
rates. This risk is stronger the higher the volatility of these interest rates.

Credit risk- The credit risk of an FRA consists of the possibility of a counterparty default, resulting in a
loss of the FRA's positive value relative to the market situation, and the need to cover the transaction
by purchasing in the market at a less favourable price.

Interest Rate Swap (IRS)

An interest rate swap (IRS) is an agreement between two parties to exchange cash flows over a period
of time, usually based on floating and fixed interest rates. Only the interest is exchanged, but not the
face value (i.e. the capital flow). The nominal value of the IRS is only used to derive the amount of
interest payments. The fixed rate is the interest rate used to derive the fixed interest payment. A floating
interest rate used to derive a floating interest payment, expressed by reference to PRIBOR, LIBOR, etc.
In the case of non-standardised contracts, the amount of the nominal value may change during the
course of the contract.

FINANCIAL
SERVICES



IRS are not standardized. The details of trade execution must be contractually agreed in advance. These
are "tailor-made" products, so it is extremely important to obtain precise information on the terms and
conditions of a particular IRS, especially regarding the nominal amount, maturity, agreed interest rates
and other parameters.

The IRS buyer (fixed interest payer) benefits from the increase in interest rates. The seller of the IRS (the
acquirer, the recipient of the fixed interest) benefits if interest rates fall. The yield on the IRS cannot be
determined in advance.

Market risk: Market risk is the uncertainty about future changes in market interest rates. The IRS
buyer/seller is exposed to the risk of loss if the level of market interest rates falls/rises.

Credit Risk: Credit risk is the possibility that a counterparty to a trade will default on its obligations, due
to the default of that counterparty. This risk is greater the lower the creditworthiness of the counterparty.

Foreign Exchange Forward (FX Forward)

An FX Forward is an agreement between the parties whereby one party sells to the other party a pre-
agreed amount of foreign exchange on a fixed date at a fixed rate (called the forward rate).

Buyer - has an obligation to buy an agreed amount of currency for another currency at an agreed forward
rate at a specified date in the future.

Seller - has an obligation to sell an agreed amount of currency for another currency at an agreed forward
rate at a specified date in the future.

Example of use:

The importer wants to ascertain its commitment against future appreciation of the EUR against the
domestic currency CZK. Therefore, today he enters into an FX Forward on the maturity date of his future
commitments, where he has the right and obligation to buy EUR against CZK at the pre-agreed rate. On
the maturity date of the commitment, the contract will settle at the agreed forward rate.

The exporter expects payment from its foreign client in EUR. It is concerned about the appreciation of
the domestic CZK, so it enters into an FX Forward today on the due date of its receivable, when it has
the right and obligation to sell EUR for CZK at the pre-agreed rate to realise. On the maturity date of the
receivable, settlement will take place from the contract at the agreed forward rate.

The yield is determined by the difference between the price agreed in the contract and the current price
of the underlying asset. The buyer benefits if the current exchange rate is less favourable than the strike
price. The potential profit/loss is not limited.

Market risk: the value of the FX forward is affected by the spot exchange rate, interest rates in both
currencies and other market influences. Thus, the forward rate fluctuates depending on the market
parameters of these variables.
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Credit Risk: Credit risk is the possibility that a counterparty to a trade will default on its obligations,
due to the default of that counterparty. This risk is greater the lower the creditworthiness of the
counterparty.

Foreign Exchange Swap (FX SWAP)

An FX Swap is an agreement between parties whereby one party sells to the other party a pre-agreed
amount of foreign exchange at a fixed date (usually within 2 days of the trade) at the current exchange
rate (called the spot rate) and at the same time the buyer sells back to the seller the same agreed
amount of foreign exchange at a fixed date in the future at a fixed rate (called the forward rate).

The trade will take place in the form of two independent conversions, i.e. the initial sale of funds by the
client to the counterparty at the current market rate and their future repurchase at the forward rate.

Market risk: When the FX Swap is entered into for speculation, market risk is associated with
movements in exchange rates and interest rates.

Credit risk: credit risk consists of the risk of insolvency or default, i.e. the possible temporary or
permanent inability to meet the obligations under the swap, and thus the possible need to cover the
transaction through the market.

Cross-Currency Swap

This is an agreement between two parties to exchange two differently defined interest obligations
denominated in different currencies relating to a fixed principal amount. Interest and principal payments
in one currency are exchanged for principal and interest payments in the other currency. Interest
payments are exchanged at fixed intervals during the term of the agreement. This investment instrument
is usually traded OTC and the parties may agree individual terms.

The yield can be earned in case of early closing of the Cross-Currency Swap in case of a positive
development of the exchange rate and interest rate differential. Yield can be achieved through lower
interest rates of the other currency if the Cross-Currency Swap is entered into to improve the interest
rate differential. However, the yield may be reduced by possible exchange rate losses. Positive exchange
rate movements may further increase the yield.

Interest rate risk: the investor is exposed to the risk of loss due to ignorance of future changes in market
interest rates.

Currency risk: Currency risk consists in not knowing the changes in the exchange rates of specific
currencies that will occur in the future.

Credit risk: In the event of a counterparty default, it is necessary to cover the obligation under current
market conditions.

FX Options
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An agreement between parties under which the owner (buyer) of an option has the right (but not the
obligation) to buy (call option) or sell (put option) an agreed currency at a predetermined strike price on
a predetermined date or dates or time interval.

Currency options:
* hedging against currency risk
* speculation in order to profit from expected future market developments

The strike price of the underlying asset is predetermined at the time the option is agreed. In the case of
a call option, the buyer will receive a return if the agreed price of the underlying asset is higher than the
price on the exercise date. In the case of a put option, the price of the underlying asset on the date of
exercise must be lower than the agreed price in order to receive a return. If the difference between the
pre-agreed price and the current price is unfavourable to the option holder, the option may not be
exercised. They will suffer a loss up to a maximum of the option premium paid. A profit can also be
made by selling the option itself. If the price of the underlying asset changes in the market, depending
on the type of option (call/sale) and the strike price, the value of the call/sale option increases or
decreases.

Market risk: The market price of an option is linked to movements in exchange rates, interest rates,
time value and, in particular, the volatility of these variables.

Credit risk: the risk of a counterparty failing to meet its obligations at the time of settlement (default).
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