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GENERAL DESCRIPTION OF THE FINANCIAL INSTRUMENTS AND THE RISKS 
RELATED THERETO OF TBI Bank EAD IN THE CAPACITY AS AN INVESTMENT 

INTERMEDIARY 

This Appendix is aimed at providing timely information to the clients or potential 
clients about the nature and risk of financial instruments prior to the provision of 
investment or ancillary services. The description explains the nature of the specific 
type of instrument, its function and the results of its functions under various 
conditions, including favorable and unfavorable ones, and the risks specific to the 
particular type of instrument. 

  

Art. 1. General description of financial instruments: 

(1)         The Bank executes orders or receives and transmits orders mainly for the following 
financial instruments: 

a. Shares admitted to trading on the Bulgarian Stock Exchange - Sofia ("BSE") and/ 
or on foreign markets for financial instruments; 

b. Rights upon the increase of the capital of issuers of such shares; 
c. Depository receipts on shares admitted to trading on a regulated market of 

financial instruments (ADR, GDR, etc.); 
d. Corporate, municipal and mortgage bonds admitted to trading on BSE and / or on 

foreign markets in financial instruments; 
e. Bulgarian treasury bills and other government bonds; 
f. Units/ shares of collective investment schemes admitted to trading on BSE and/ or 

on foreign markets in financial instruments; 
g. Compensation instruments; 
h. OTC derivative instruments on interest rates or currency; 
i. Money market instruments, including OTC money market instruments. 

(2) In general, securities are divided into equity and debt instruments. Shares of public 
companies and shares in collective investment schemes are equity instruments because 
they grant rights to a relevant share of the company's share capital or collective 
investment scheme or share of the profits. Bonds are debt instruments since they 
represent a liability (debt) of their issuer to their holder. 
There are also other financial instruments, such as derivatives, which can also be 
derivative instruments on equity, debt instruments or other assets. 

(3)   Investing in financial instruments is associated with certain risks to the investor, which 
are usually greater if the expected return on investment is higher. The main risks of 
investing and trading in financial instruments include the following: 
a. Market risk - it consists of the possibility that the market price of the financial 

instrument may drop due to certain market factors, resulting in a loss of part of the 
investment; 

b. Issuer risk - it consists of the possibility that the issuer of the financial instrument 
may not make a profit or may lose its business, as well as face financial difficulties, 
insolvency or bankruptcy; 

c. Liquidity risk - it consists in the possibility that the holder of financial instruments 
who has decided to sell them, is unable to find buyers willing to buy them at the 
offered price or is unable to find such buyers quickly. The more developed a 
market, respectively with high volumes of trading and large market capitalization, 
the lower the liquidity risk and vice versa. BSE's liquidity risk, for example, is 
relatively high, while that of the markets in New York, Frankfurt and London is 
relatively lowest. 

d. Risk associated with the counterparty, and the risk associated with the settlement - 
they consist in the possibility the settlement of the transaction to be delayed or not 
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to be fulfilled due to the fault of the counterparty, due to an error of some of the 
investment firms involved in the transaction or for technical reasons. 

(4)   Although the principle of operation of the BSE and the Central Depository (CD) and the 
foreign regulated markets and depository institutions is well tested and their organization 
provides for mechanisms to ensure completion of transactions, there is still some risk of 
delayed settlement or impossibility to settle. Since transactions are carried out on a 
"delivery versus payment" basis (DVP), i.e. the buyer cannot receive the shares without 
paying for them and vice versa, in the latter case there is a certain level of likelihood a 
concluded transaction not to be completed through DVP. In fact, this risk is somewhat 
diminished precisely because of the applied DVP principle and is limited to the effect of 
the unfavorable market consequences for the time from the conclusion of a transaction to 
the time of its finalization. 
a. Currency risk - it exists only where the financial instruments purchased by a certain 

investor are denominated in a currency other than the currency in which he receives 
his principal income and / or he makes his main costs. For Bulgarian investors, there 
is no currency risk for financial instruments denominated in BGN and the risk for euro-
denominated financial instruments is minimal given the currency board arrangement 
existing in Bulgaria and the fixed exchange rate. 

b. Risk in the use of leverage: leverage effects and the risk of losing the entire 
investment - this risk is the risk that the investor will suffer losses proportionally to the 
amount of borrowed resources used for the investment. When using large leverage (a 
high loan/ equity ratio), the investor may lose the full amount of the investment. 

c. Leverage - a term with several meanings – as part of the investment terminology it 
mainly means methods and ways to look for an increase in the potential return on 
investment through borrowed capital, for example through margins, i.e. a loan 
provided by the investment intermediary subject to certain statutory requirements. 

d. Using leverage leads to the so-called "Lever effect" (hence its name); i.e. given the 
same equity, the use of leverage increases the yield in a ratio equal to the ratio 
between the borrowed capital and the equity. For example, the investor invests in 100 
shares, which - for example in a year - have a return of 15%. Of course, it is possible 
to borrow money at a 5% interest rate to invest in 100 more shares; then - but only 
upon a favorable development in the example, the yield for the investor would be 
another 10% on the additional 100 shares (15% after deducting the interest costs). 

e. The main risk in using leverage is that the "leverage effect" increases both the 
potential profit and the potential loss, i.e. in case of a negative return on the 
investment, an investor using 50% leverage will lose at least twice as much as an 
investor using only equity. Thus, leverage further increases the volatility of the 
investment. 

Moreover, an investor using only equity may theoretically lose all of this capital, but not 
more. However, when using leverage: 
 1. the risk of losing the entire investment is much higher; 
 2. the investor may lose all his investment; 
 3. In some cases, it is even possible for the investor to lose more than the value of his 
own capital. Example: In margin trading, the position is closed at the moment when the 
loss reaches the investor's equity. But if the investor uses a bank loan, for example in a 
50:50 ratio to his own equity (50% leverage) and his investment for some reason is 
depreciated by 60%, he loses not only all of his equity but he would also be unable to 
cover the entire amount of the loan from the bank and will have to pay the amount of 
10% of the value of the investment plus the interest from his current income. 

(5)   The Bank recommends to both its retail and professional clients to avoid leverage 
investing. This way of investing is appropriate only for the most experienced institutions 
specializing in analyzing and investing in certain types of financial instruments. 
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Art. 2. Herein below we have made a general description and characterization of the 
financial instruments by types, for which the Bank executes, respectively transmits orders for 
execution, as well as information about the specific risks associated thereto. 

(1) Shares admitted for trading on the Bulgarian Stock Exchange - Sofia (BSE) and / or on 
foreign markets of financial instruments: 

a. Shares admitted to trading on a regulated market of financial instruments are freely 
transferable securities issued by the so-called public companies. 

b. The shares belong to the so-called "Equity instruments", i.e. the holder of the share 
has a relevant share of the capital of the issuing company. There are different classes 
of shares that may provide different rights to the holder: the most common type of 
shares - the ordinary ones - provide voting rights at the General Meeting of 
Shareholders (GMS), the right to dividend and the right of a liquidation quota in case of 
a possible liquidation of the issuer. There are also the so-called "Preferred shares", 
which normally provide the right to a guaranteed dividend but often do not provide 
voting rights at the GMS. All holders of shares of the same class have the same rights, 
proportionate to the number of shares held. 

c. Shares admitted to trading on the BSE are dematerialized, i.e. they exist as electronic 
records in the registers of Central Depository AD (hereinafter "Central Depository", 
"CD") - an institution specially created for keeping registers for dematerialized 
securities in Bulgaria and for settlement of the transactions concluded on BSE. 
“Dematerialization” is used to achieve various goals, one of the most important of 
which is to avoid the uncertainty related to shares that exists as physical securities (for 
example, it reduces the risk of a share being lost, falsified, etc.). 

d. Shares admitted to trading on foreign markets are also dematerialized and similarly to 
the Central Depository, they are kept in a depositary institution. Shares accepted for 
trading on foreign markets that are materialized, are also physically stored in a 
depositary institution and thus their trading and settlement technology is identical to 
that of dematerialized shares. 

(2) Investing and trading in shares pose the following risks to the investor: 

a. market risk (see the description above) - the market risk in shares includes both the 
likelihood of sudden price changes and a relatively high volatility, which can lead to 
both profits and significant losses to investors and to the lack of a guarantee for 
keeping the size of the investment and the lack of guaranteed returns. 

b. risk of the issuer (see the description above) - in the event of a deterioration in the 
financial position of the issuer or negative news about its prospects, the probability of a 
drop in the stock price is very high, and its bankruptcy may lead to total loss of value of 
the shares. 

c. counterparty risk, and settlement risk (see the description above). 
d. liquidity risk (see the description above) - in the event of a reduction in the liquidity of 

the shares, the likelihood of a drop in their price is high. 
e. currency risk (see the description above). 
f. risk when using leverage (see the description above). 

(3) All of the above risks may lead to volatility of stock prices, which means that prices 
fluctuate over a given period of time within a relatively wide range and the resulting 
opportunity for a transaction to take place - despite all possible reasonable assumptions - at 
a time when a drop or rise in prices is due only to volatility, rather than to other market 
factors. 

(4) The Bank shall disclose, pursuant to Art. 10, para. 2, item 2 of Ordinance No. 38, specific 
information on the volatility of the prices of the shares to which a client order relates or in 
which a potential client is interested. 
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(5) The Bank will also inform its retail clients – both current or future - of where the 
prospectus for the respective issue of shares is available to the public. 

(6) An important advantage of the shares admitted to trading on BSE as an investment 
instrument is the favorable tax regime, namely that the capital gains realized through a BSE 

transaction are not subject to taxation. Keep in mind that this is not the only tax aspect of 
investing in such shares. 

Art. 3. Rights to increase the capital of companies issuing such shares 

(1) "Rights" are securities entitling to subscribe a certain number of shares in connection with 
a decision to increase the capital of a public company. They ensure equity of the 
shareholders in the capital increase of the issuing company. 

(2) In addition to the risks characterizing the investment in shares (and mentioned above), 
the additional risk of investing in rights should be taken into account, namely the risk of a 
total loss of the value invested within the short life of the rights - if the exercise of the rights 
turns out to be inappropriate due to a tendency for a drop in the share price below the 
subscription price specified in the decision to increase the capital of the issuing company. 

(3) In case of orders for investing in rights, the Bank will disclose information about the 
shares, subject to the rights under para. 1. 

Art. 4. Depository receipts on shares (DR) admitted for trading on a regulated market of 
financial instruments (AD, ADR, GDR, etc.) 

(1) Depository receipts on shares (DR) are a financial instrument that enables the 
participants in a market (typically a developed market) to invest in the capital of companies, 
whose shares are admitted to trading on another (usually developing) market, which is not 
accessible for those participants or access is more difficult to obtain. DRs are issued by a 
bank that has purchased a certain number of shares in the capital of a company and holds 
these shares as an underlying asset. The issued DRs have a value equal to the value of the 
shares (the underlying asset) and usually the issuing bank regularly announces buy and sell 
quotes of DR, winning from the spread between the two and investors have an instrument 
that follows the price of the shares of the company on the market, where they are admitted to 
trading. Most DRs are traded on US markets where they are called ADR - American 
Depository Receipts, and in the UK, where they are called GDR - Global Depository 
Receipts. 

(2) The risks in investing and trading in DRs are identical to those of shares, except that part 
of the liquidity risk, as well as the counterparty risk and settlement risk relate to the market on 
which the DR is traded and not the one on which the shares are traded, and the currency risk 
depends on both the currency in which the shares are denominated and the currency in 
which the DRs are denominated. 

Art. 5. Municipal, corporate and mortgage bonds admitted to trading on BSE and/ or on 
foreign regulated markets 

(1) These are debt securities entitling to principal repayment and floating or fixed interest 
(most often depending on a specific market interest rate indicator) and possibly other 
entitlements. When traded on BSE, they are also dematerialized securities (and in this 
regard, the above comments on the shares are applicable for them), and when traded on 
international regulated markets they may be materialized or dematerialized. In the first case, 
their regulation is contained mainly in the Public Offering of Securities Act (POSA) and the 
Commerce Act (CA), as well as in the BSE and Central Depository regulations. In the second 
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case, usually the issue of bonds is governed by the English law, regardless of the location of 
the regulated market. 

(2) Bonds, in comparison to shares, generally involve a lower risk, since they contain a 
promise of yield and return of the principal. However, the following risks should be taken into 
account: 

a. market risk (see the description above) - specific manifestation of market risk in bonds 
is the risk associated with changes in the interest rate. This case concerns the 
possibility of changing market interest rates after the issue of fixed-yield securities. 
Changing market interest rates may be a consequence - among other options - of 
changes in the economic situation and the policy that the respective issuing bank 
adopts as a result of such changes. If the level of interest on the debt markets 
increases, then in principle the price of the issued fixed-yield securities declines. If the 
interest rate on the debt markets drops, then there is a rise in the price of fixed-yield 
securities issued. In both cases, the movement of rates leads to the fact that the yield 
on securities corresponds in general to the market interest rates. The fluctuation of 
market rates reflects differently on fixed-yield securities, depending on their maturity. 
Therefore, short-term fixed-income securities are associated with a lower interest rate 
risk than long-term ones. But, on the other hand, short-term fixed-yield securities 
generally have lower returns than long-term fixed-yield securities. 

b. issuer risk (see the description above) - although there is a promise to repay the 
principal and interest, the risk that the company, the bank or the municipality may be in 
financial difficulty or even unable to return the debt, may not be excluded. Mortgage 
bonds are secured by real estate, but the price of the collateral may also change and 
become insufficient to cover the mortgage bond obligation. 

c. counterparty risk, and settlement risk (see the description above). 
d. liquidity risk (see the description above) - in the event of a reduction in bond liquidity, 

the likelihood of price dropping is high. 
e. currency risk (see the description above). 
f. risk when using leverage (see the description above). 

(3) The rules set out above for the shares regarding the disclosure by the Bank of information 
on price volatility and prospectuses also apply to the bonds specified herein. 

Art. 6. Bulgarian treasury bills and other government bonds (including those issued by a 
state other than the Republic of Bulgaria); 

(1) These are securities containing the basic legal characteristics of corporate and municipal 
bonds, but are mainly distinguished by them by the fact that their issuer is the Bulgarian state 
or another country. Moreover, the main markets where they are traded, are the primary and 
secondary markets for government bonds, and for the government bonds issued by the 
Republic of Bulgaria, they are organized under the Law on Government Debt and Ordinance 
No. 5 of 4.10.2007 on the terms and conditions for acquiring, registering, paying and trading 
in government securities. 

(2) The underlying principal risks associated with investing in government bonds, are similar 
to those of the other types of bonds and it may be noted that the government bond market is 
usually highly liquid and that the risk associated with the issuer is generally considered lower 
than the risks associated with (Bulgarian) corporate or municipal issuers. 

Art. 7. (1) Shares/ units of collective investment schemes admitted to trading on BSE and/ or 
on foreign markets in financial instruments. Collective investment schemes, by their 
economic nature, represent a collective pool for investing in transferable securities and other 
financial instruments on the principle of diversification, i.e. the distribution of risk by investing 
in multiple securities issued by different issuers. They are generally divided into three types: 
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a. Mutual Funds; 
b. Closed-End Funds; 
c. Exchange traded funds (ETFs) 

(2) Mutual funds is a common concept of "open-end" collective investment schemes. They 
have the obligation to issue shares and buy back the issued shares under certain conditions 
and on strictly calculated and regularly announced prices, thereby creating liquidity of the 
financial instruments issued by them. Each investor may at any time subscribe shares / units 
in the amount he desires and put his shares / units for redemption. This obligation makes the 
capital of mutual funds variable. Issuing and redemption of mutual fund shares / units takes 
place “over the counter” and is organized by the management company that manages the 
relevant fund. The shares / units of most Bulgarian mutual funds are accepted for trading on 

BSE, but the management company does not have the obligation to issue or buy them there, 
and the price is formed by the supply and demand, which is often quite limited given the 
possibility of "over-the-counter" transactions at the prices determined in the relevant manner. 
In Bulgaria, mutual funds can be in the form of open-end investment companies or 
contractual funds. The open-end investment companies are joint-stock companies and their 
capital is distributed into shares, and contractual funds have separate assets distributed into 
units. 

(3) The main risks in investing in mutual fund shares /units are the following: 

a. market risk (see the description above) - the issue and redemption prices of mutual 
fund shares/ units are determined by the management company on the basis of the net 
asset value of the fund and are controlled by a depositary bank. Therefore, the market 
risk of mutual funds is entirely related to their investment portfolios. Depending on the 
direction of investment - mainly in shares (or other equity securities), mainly in bonds 
(or other debt securities), or balanced - the risks of investing in shares/ units of 
collective investment schemes are identical to those of investing in shares and/ or those 
of the investing in bonds in the respective ratio; 

b.  issuer risk (see the description above) - since the only activity of the mutual funds is to 
raise funds and invest them, this risk is related to the management company's 
competence and is significantly lower than that of ordinary trade companies, since 
mutual funds have very limited leverage opportunities; 

c. counterparty risk and settlement risk (see the description above) - when buying or 
selling on the regulated markets, where the shares / units of the mutual funds are 
admitted to trading, this risk exists, whereas in "over the counter" transactions it is 
minimized; 

d. liquidity risk (see the description above) - it is minimized in the "over-the-counter" 
transactions, but such risk exists for the investment portfolio. Any reduction in the 
liquidity of a certain position in the portfolio could lead to a decrease in its price, 
respectively a drop in the price of the shares/ units of the respective fund. This risk is 
identical to that of shares (see paragraph 1) and that of bonds (see paragraph 4) in a 
certain ratio according to the fund’s profile; 

e. currency risk (see the description above); 
f. risk in using leverage (see the description above). 

Art. 8. (1) Closed-End Funds. Shares / units of closed-end funds are traded on regulated 
markets for financial instruments. In Bulgaria they are organized in the form of a joint-stock 
company called a "closed-end investment company". They can be managed by their own 
management or by a management company. Closed-end funds have fixed capital, which can 
be increased based on the procedure for capital increase of public companies. Income 
earned by them is usually distributed among investors in the form of dividends or free shares. 
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(2) The main risks of investing in shares / units of closed-end funds include the following:   

a. market risk (see the description above) - For closed-end funds there is a market risk 
both in terms of the shares / units issued by them and their investment portfolios. The 
risks of investing in units / shares of closed-end funds are similar to those of investing 
in the assets contained in their portfolios. 

b. Issuer risk (see the description above) - since the only activity of these funds is to 
raise money and invest them, this risk is related to the competence of the 
management bodies, resp. the management company, but it is relatively limited 
compared to ordinary trade companies; 

c. counterparty risk, and settlement risk (see the description above); 
d. liquidity risk (see the description above) - such risk exists both for the shares / units 

issued by the fund and for the investment portfolio. Any reduction in the liquidity of a 
certain position in the portfolio could lead to a decrease in its price, respectively a fall 
in the price of the shares / shares of the respective fund. This risk is similar to that of 
investing in the assets contained in the fund's portfolio; 

e. currency risk (see the description above); 
f. risk of using leverage (see the description above). 

Art. 9. (1) Exchange traded funds (ETFs) 

a. Exchange Traded Funds (ETFs) are funds that combine the characteristics of 
open-end mutual funds on the one hand, and closed-end funds on the other hand. 
Like mutual funds, ETFs issue and redeem shares and have variable capital, but 
unlike mutual funds, issuance and redemption takes place in large packages (lots) 
and is therefore available primarily to institutional investors who may in turn offer 
the shares / units on the regulated markets, where they are admitted for trading. 
Typically, some of these institutional investors are market-makers of the ETF's 
shares / units. The clients of "TBI Bank" EAD may buy and sell ETFs shares / units 
on the regulated, where they are admitted to trading. 

b. A distinctive characteristics of ETFs is the fact that most of them follow the so-
called "passive management strategy", i.e. they invest the funds raised according 
to the rules and criteria preset in their prospectuses and not according to the 
subjective investment decisions of the fund managers. Typically, ETFs are 
designed to follow (approximately) the movement of the market price of a particular 
underlying asset, which may be: stock index, commodity traded on the exchange 
market (oil, metals, grain, etc.) or basket of commodities, currency or a basket of 
currencies as well as the movement of shares of companies from a particular 
economic sector. This enables investors to indirectly achieve global diversification, 
extending across countries and regions around the world, as well as to different 
asset classes, while investing a minimum amount. 

c. On most regulated markets the rules for admission to trading of shares / units of 
ETFs require companies managing such funds to declare the net asset value per 
share / per unit in real time in very small intervals - from one to several minutes. 
That way the investor awareness does not allow for large deviations in the market 
price of ETFs' shares/ units as compared to their net worth. However, practically 
there are such deviations due to an increased demand or supply, but they remain 
minimal against the background of the change in the net asset value. 

d. In addition to ETFs that follow the movement of the market price of a particular 
underlying asset, there are also the so-called "short and leveraged ETFs. Short 
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ETFs follow a movement in the direction opposite to the direction of the market 
price of the underlying asset. They achieve this effect by making short sales and 
investing in derivative instruments. Leverage ETFs use borrowed funds in a fixed 
ratio to equity (the funds raised by investors), thus seeking to increase the yield of 
the underlying asset in proportion to the loan / equity ratio. Leverage ETFs can be 
both long (following the movement of the market price of the underlying asset) and 
short. They are called "double long" and "double short" respectively (which 
corresponds to a loan / equity ratio of 50:50) or "ultra-long" and "ultra-short". 

e. The legal form in which ETFs are mainly organized (in Europe) is an open-end 
investment company. In the US, ETFs are also organized as contractual trusts and 
unit investment trusts. 

f.  The settlement of ETFs shares/units, just like in public companies, takes place in 
a depositary institution. 

g. For the most part, the major European exchanges (London, Frankfurt, Vienna) 
have a specific requirement for the admission of such funds to trading -  they have 
to meet the requirements of Council Directive 85/611/ EEC on the coordination of 
laws, regulations and administrative provisions relating to Undertakings for 
Collective Investment in Transferable Securities (UCITS Directive). ETFs are also 
characterized by high operating transparency and high liquidity. 

(2) The main risks associated with ETFs' shares / units include the following:   

a. market risk (see the description above) - The movement of ETFs' share/unit prices 
depends almost entirely on the movement of the market prices of the underlying 
assets, which is why the market risk of investing in ETFs is identical to that of 
investing in the underlying assets. The market risk of ETFs that follow stock indices 
or the performance of companies in certain sectors is identical to the risk of 
investing in shares (see paragraph 1). Market risk of ETFs that follow indexes or 
baskets of bonds or government securities is identical to the risk of investing in 
bonds (see paragraphs 4 and 5). The market risk of ETFs that follow the movement 
of prices of commodities and resources traded on the exchange markets, as well as 
of currencies and currency baskets is identical to the market risk of the commodities 
and currencies that are traded, and consists in the absence of a guarantee for 
keeping the size of the investment, the lack of guaranteed return and the likelihood 
of sudden price changes that may lead to both profits and losses to investors; 

b. issuer risk (see the description above) – as far as the sole activity of ETFs is to 
invest the funds raised, this risk is relatively small; 

c. risk associated with the counterparty, and the risk associated with the settlement 
(see the description above) – since the shares / units of ETFs are available to the 
clients of TBI Bank EAD only through trading on regulated markets, where they are 
admitted to trading, this risk exists; 

d. liquidity risk (see the description above) - Despite the relatively low liquidity risk of 
the shares / units of ETFs (see the description), the investment in them is indirectly 
related to the underlying asset's liquidity risk. The possible decrease in the 
underlying asset's liquidity may lead to a drop in its price or a drop in the price of the 
ETF's shares / units respectively. Liquidity risk of ETFs investing in shares (including 
stock indices) is the same as for shares (see pt. 1). The liquidity risk of ETFs 
investing in debt securities is identical to that of bonds (see pt. 4). The liquidity risk 
of ETFs investing in commodities and / or currencies is similar to that of shares, but 
in so far as commodity and foreign exchange markets are characterized by a much 
higher liquidity, in this case the liquidity risk is lower; 

e. currency risk (see the description above- The shares/units of the vast majority of 
existing ETFs are listed for trading on the most advanced markets in financial 
instruments in the US and Europe and are denominated in US dollars, Euro, British 
Pounds and Swiss francs. ETFs denominated in euro bear a minimum currency risk 
for investors receiving their income in Bulgarian leva (given the existing currency 
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board in Bulgaria) and do not pose currency risk to investors receiving their income 
in euro. Shares / units of ETFs denominated in other currencies bear currency risk; 

f.  risk in the use of leverage (see the description above) - Particular attention should 
be paid to the risk of leveraging of ETFs (see the description of leverage below and 
its implications). Most leverage ETFs use a 50:50 (double long) loan to equity ratio, 
but there are those with a ratio of 67:23 (triple-long). This means that if the price of 
the underlying asset increases by a given percentage, the price of the shares of the 
double long ETF will increase by a double percentage, but in case of a decrease in 
the price of the underlying asset, the price of the shares of the double long ETF will 
also drop by a double percentage. That is why the shares of double-long ETF are 
twice as volatile and those of the triple-long ETF are three times more volatile. It 
should be noted that the Bank will not have the obligation to disclose information 
under Art. 10 of Ordinance No. 38 (briefly described at the beginning of this 
Appendix) regarding units and shares of collective investment schemes in cases 
where the Bank provides its client with the information contained in the short 
prospectus pursuant to Art. 28 of the UCITS Directive. 

Art. 10. (1). Compensatory instruments: These are several types of instruments issued under 

several laws (for example, restitution laws) that can be used as a special means of payment 
under certain circumstances - for example, in the case of privatization or purchase of state 
property and real rights over such properties, and for other purposes. They are issued in a 
dematerialized form, then they are registered with the Central Depository and are traded on 
the BSE. 

(2) Investing in these instruments involves a number of risks, the main one of which is related 
to the possibility and the extent to which they can be used in general or for a particular 
transaction as a means of payment accepted by the State. Their economic value usually 
depends directly on such specific opportunities, and therefore compensatory instruments are 
usually the object of targeted investment in the context of such opportunities and projects. 
Their specifics and functions require careful consideration of the various risks associated 
with the acquisition, in each specific case. 

Art. 11. (1). OTC derivative instruments: 

a. Derivatives are financial instruments the value of which is based on or derives from the 
value of another underlying asset - the so-called "underlying instrument". Indicative 
underlying instruments could be exchange rates, interest rates, stocks, bonds, stock 
indices, commodities, other instruments (transport tariffs, climate variables, emission 
allowances, inflation rate or other official economic statistics). The derivative 
transaction agreement determines the rights and obligations of the parties with respect 
to their mutual obligations, which are calculated on the basis of the value of the 
underlying instrument on a predetermined future date or at regular intervals. The main 
types of derivatives are futures, forwards, options and swaps. 

(2) The main applications of derivatives include: 

a. Hedging: investors in derivatives may aim to hedge existing or future risks that may 
arise from other investments or other liabilities (eg. an exporter, who has agreed in 
advance on the price of a future supply in a foreign currency, wishing to reduce the 
market risk resulting from the fluctuations in the exchange rates, may hedge the 
foreign exchange risk by entering into a derivative transaction). 

b. Speculation: Investors in derivatives may aim to generate profits (speculation). In 
this context, they use financial instruments in line with their expectations for market 
movements in order to generate profits, while taking the relevant risk. An essential 
feature of derivative instruments is that they allow investors to occupy positions, the 
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value of which is much higher than the amount invested (leverage), and this is 
accompanied by a corresponding increase in the risks assumed. 

c. Arbitration: investors in derivatives may seek to generate profit without taking any 
risk or to take advantage of short-term mismatches in market prices, i.e. possible 
differences in the price of the same financial instrument on two or more different 
markets (arbitration). Arbitration requires the completion of several transactions 
within a limited period of time and therefore, only investors having deep knowledge 
of the markets and having direct access to the trading systems, as well as extremely 
low or zero transaction costs can engage in arbitration activities. 

(3) Two of the main characteristics of derivatives are their trading venue and the type of 
settlement. 

(4) The Bank has no obligation to control the purpose of the conclusion of derivative 
transactions by the Client, respectively, it is not responsible in that regard. 

Art. 12 (1) Forwards: 

a. Forwards are bilateral contracts that are related to the purchase or sale of a certain 
amount of a security or currency at a certain time in the future and at a certain price. 
Forwards are similar to futures, with the main difference being that forwards are not 
traded on regulated markets, but are off-exchange instruments. 

b. As a result, forwards, unlike futures, do not have standard characteristics but are 
flexible tools that can be customized to meet the needs of investors. Forwards do not 
have a standard size and maturity and are not revalued on a daily basis at market 
value. The price at which the underlying instrument is bought / sold is usually the 
forward rate of the instrument at the time the contract is drawn up. At the time of 
signing (in general), the forward contract has zero value and therefore there is no cash 
exchange between the buyer and the seller at this point in time. 

c. Forwards are used to hedge, speculate or arbitrate, and in addition to the risks to 
which futures are exposed, counterparty risk is also added here because they are 
traded out of a regulated market and there is no clearing house. 

(2) Based on the underlying financial instrument, forwards can be classified into the following 
types: 

a. Index Forwards: forwards, the underlying instrument of which is an exchange or 
financial index; 

b. Forwards with shares: Forwards, the underlying instruments of which are publicly 
traded shares; 

c. Currency Forwards: Forwards, the underlying instrument of which is a foreign 
exchange rate (currency pair); 

d. Forwards with bonds: Forwards, the underlying instrument of which is a bond; 
e. Forward rate agreements (FRAs): Forwards, the underlying instrument of which is a 

reference rate such as EURIBOR, LIBOR, etc.; 
f.  Commodity forwards: forward, the underlying instrument of which is a commodity. 
g. Currency forwards are typically used by investors who need to manage foreign 

exchange risk, such as foreign currency earning corporations, import and export 
companies, companies with foreign capital inflows in a foreign currency or forwarding 
companies, which incur, for example, costs in euro (or leva) and income in US dollars. 

h. The most widely used currency forwards are: 
i. Forward: an agreement that provides a fixed exchange rate at a predetermined future 

date. 
j. Flexible Forward: forward the date of execution of which is open. 



Appendix 2 to GENERAL TERMS AND CONDITIONS APPLICABLE TO CONTRACTS 
WITH CLIENTS  

 

11 
 

(3) Forwards: Risks 

1) Change in the value of the contract or the underlying asset: 

 The investor bears the risk if the evolution of the actual value of the contract does not 
correspond to the evolution predicted by the investor when the contract is concluded. 
Despite a possible increase in the price (value) of the contract or the underlying asset, 
the forward seller will have to deliver the underlying asset at the initially-agreed price, 
which may be much lower than the current one. For the seller, the risk is equal to the 
difference between the price established at the time of the contract and the market 
value at the maturity date. Since the market value can theoretically increase without a 
limitation, the potential loss to the seller is unlimited. In the event that the value of the 
contract or the underlying asset drops, the forward buyer will have to accept the 
underlying asset at the agreed price, which could be significantly higher than the 
corresponding current market price (at the time of expiry of the contract). Therefore, the 
buyer's risk is measured by the difference between the agreed price at the conclusion 
of the contract and the market value at the maturity (on expiry) of the contract. Thus, 
the maximum amount the buyer may lose is equal to the price established in the 
contract. 

2) Purchase of the underlying asset in case of short sale: 

   Forward sale of an underlying asset, which is not held by the forward seller at the 
time of conclusion of the contract (short sale), leads to a risk for the seller, namely to 
have to purchase the asset at an extremely unfavorable market price in order to be able 
to fulfill his obligation to deliver the underlying instrument on maturity. 

3) Specific risks associated with OTC transactions: 

    For standardized OTC transactions, the market is generally more transparent and 
liquid; therefore, in that case a deal for the sale of the contract itself may sometimes be 
executed. However, there is no secondary market for OTC transactions negotiated 
individually between a buyer and a seller. Therefore, finalization of the deal is only 
possible with the consent of the other party. 

4) Specific risks associated with forward foreign exchange transactions: 

    Forward foreign exchange transactions allow the sale or purchase of a currency at a 
future date at a price fixed at the time of the conclusion of the contract. This type of 
investment allows hedging of currency risks. Moreover, when the contract is concluded, 
no premium is required. The main risk for the investor is the loss of profit if the 
development of the market quotations is less favorable than the expected development 
of the exchange rates at the conclusion of the contract. 

5) Specific risks associated with combined transactions: 

   The number of possible combinations is important. This makes it difficult for the risks 
associated with a particular combination to be described in this document. The investor 
should be aware of the specific risks involved in entering the combination he intends to 
take. However, it can be noted that in general, the risks associated with such combined 
transactions may vary when elements of the combination in question are sold. 

Art. 13. (1) Futures: 

a. Futures are bilateral contracts where the purchase or sale of a security is set in a 
specific amount at a given future date at a specific price. 
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b. Futures are exchange-traded derivative instruments, i.e. products with standardized 
conditions that are registered for trading on regulated markets. They are used for 
hedging, speculation or arbitration. 

c. Each regulated derivatives market has a clearing house whose mission is to clear 
derivative transactions and to ensure that both counterparties will meet their 
obligations arising from these transactions. For example, the Clearing House of the 
Athens Derivatives Exchange (ADE) is ADECH (Athens Derivatives Exchange 
Clearing House). 

d. The risk associated with these instruments is significantly high. 

(2) Some of the fundamental elements / conditions regarding futures include: 

a. Contract amount: The amount of the underlying instrument, set in the futures 
contract. For example, on the Athens Stock Exchange, the amount of a share 
futures contract is 100 shares; 

b. Expiry date: The date on which the contract expires; 
c. Contract price: The price at which the contract is traded, i.e. the price at which the 

futures are purchased or sold; 
d. Settlement Price: The price published by the clearing house at the closing of each 

trading session. 
(3) With respect to the underlying instrument, futures may be subdivided into the following 

sub-types:   

a. Index futures: those whose underlying instrument is an exchange or financial index; 
b. Shares futures: those whose underlying instruments are publicly-traded shares; 
c. Currency futures: those whose underlying instrument is a foreign exchange rate 

(currency pair); 
d. Futures on bonds: those whose underlying instrument is a bond; 
e. Commodity futures: those whose underlying instrument is a commodity. 

(4) Futures contracts include the following margins:   

a. Margin: The margin is the amount the Clearing House requires as compensation in 
the event that the investor cannot meet the obligations arising from the daily 
settlement. 

b. Initial margin: the amount required by the clearing house at the time of the 
transaction; 

c. Variation margin: If the value of the assets used as an initial margin falls below a 
predefined limit, the participant in the derivative contract is required to deposit the 
margin amount; otherwise, the clearing house will initiate liquidation of the contract. 

d. Market Value Revaluation Process and Daily Settlement: In order to minimize losses 
due to investors' failure to meet their obligations, futures are revalued at market 
value on a daily basis. Daily gains or losses are credited or debited to the investor's 
account. 

(5) Futures: risks:   

a. Just like forwards, futures are contracts for the purchase or sale of a certain amount 
of a specific asset at a future date at a pre-agreed price. Therefore, the risks 
described above for the conclusion of forward transactions should also be taken into 
account when concluding futures contracts, considering however the differences 
between the two instruments: 

b. futures are standardized, a counterparty is a stock market, as a result of which the 
credit risk here is lower than the risk in forward trades where the counterparty is a 
non-stock broker; 

c. unlike forwards, for futures there are margin requirements (which contribute to a 
lower overall credit risk), which, however, should be funded. 

d. futures transactions are subject to strict regulations, and so on. 
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Art.14. (1) Options: 

a. Options are bilateral contracts which grant one of the contracting parties the right (but 
not the obligation) to buy or sell the underlying security at a certain price - "strike 
price" at a later point in time within a certain time or a deadline, simply making a 
unilateral statement to the other party, provided that this unilateral statement is 
actually made. The underlying instruments can be, for example, commodities, 
currencies, interest rates, stock indices, etc. Options are used for hedging, 
speculation or arbitrage. 

b. The risk borne by the buyer is limited to losing the amount of the premium paid. The 
seller of the option, on the other hand, assumes a significant risk. 

c. Options are derivatives that can be traded on the exchange, i.e. financial instruments 
that have standardized terms and are traded on a regulated market; or over-the-
counter (OTC), i.e. instruments that are traded out of a regulated market and are 
designed by a financial institution to meet the specific needs of a client. 

(2) Some of the basic terms and conditions associated with options are: 

a. Strike price: the price at which the buyer of a call or put option may choose to 
exercise its right to purchase or sell the underlying financial instrument; 

b. Expiration date: the date the option expires (I.e. the last date the option can be 
exercised); 

c. Settlement date: the date on which the contract is executed through physical 
delivery (i.e. exchange of the underlying instrument against cash) or through cash 
settlement (i.e. a cash transfer to the buyer of the option) and it is usually two days 
after the expiration date of the option; 

d. Contract amount: the amount of the underlying instrument to which the contract 
relates; 

e. Premium: The price for (cost for) buying a call or a put option. 
f.             Depending on the type of underlying financial instrument, options can be 

classified into the following categories: 
g. Index option: an option the underlying instrument of which is a stock index; 
h. Option on Shares: an option the underlying instrument of which is a publicly-traded 

share; 
i. Currency option: an option the underlying instrument of which is an exchange rate 

(currency pair); 
j. Interest rate option: an option the underlying instrument of which is a reference 

interest rate such as EURIBOR, LIBOR, and so on.; 
k. Commodity option: An option an option the underlying instrument of which is a 

commodity such as gas, oil, and so on. 

(3) There are financial instruments made up of positons in options. They can, for example, 
address the needs of companies to manage currency risks. Such needs may arise, for 
example, for companies with foreign currency credit liabilities, import / export companies, 
companies with foreign currency income, forwarding companies with leva / euro costs 
and dollar revenues, etc. Some of the more widely used ones are:   

a. Forward Plus  
b. Knock-out Forward; 
c. Knock-out Forward Plus; 
d. Zero Cost Collar  
e. Target Profit Forward  
f. Accumulator Forward; 
g. Cancellable Forward; 
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h. Financial instruments made up of options positions can also address companies' 
needs to manage interest rate risks. Such needs may arise for companies with 
credit liabilities. Some of the most commonly used ones are: 

i. Interest Rate Cap; 
j. Interest rate collar; 
k. Interest Rate Knock-out Collar; 
l. Swaption 
m. Interest eduction. 

The quoted sample positions in derivatives do not constitute a complete or exhaustive list. 
This document is for the sole purpose of illustrating potential opportunities for combining 
tools to meet specific needs for hedging of the client. It should be noted once again that, as 
with other over-the-counter (OTC) transactions, the instruments above are not standardized 
products and the corresponding names do not refer to unambiguously typified contracts - 
they can be tailored to the needs of the investor and to a greater or lesser extent be close to 
one or another broad/ conditional designation of an off-exchange derivative product used in 
the practice. 

Art. 15 (1) Options: Risks 

1) Price risk: 

           Options may be traded on regulated markets or over-the-counter (OTC) and follow the 
law of supply and demand. Significant estimates in determining the price of options are, on 
the one hand, determining whether the market for the option has sufficient liquidity and, on 
the other, assessing the actual or expected price evolution of the corresponding underlying 
asset. Call options lose some of their value when the price of the underlying asset 
decreases, while the opposite is true for put options. Option prices do not depend solely on 
changes in the prices of the underlying asset, but also on a number of other factors, such as 
the duration of the option or the frequency and intensity of fluctuations in the value of the 
underlying asset (volatility). As a result, decreases in the values (and prices) of options can 
be observed, although the cost of the underlying asset remains unchanged. 

2) Leverage risk: 

           Due to the leverage effect, changes in options values and prices are usually more 
significant than changes in the price of the underlying asset. Thus, during the lifetime of the 
option, not only the possible gains are higher, but also the possible losses for the holder. The 
risk associated with the purchase of an option increases with the significance of the leverage 
effect for the relevant option. 

3) Risks when buying an option: 

           Option purchase is a highly volatile (variable) investment and the probability of not 
having any value at its maturity is relatively high. In this case, the investor loses all funds 
used for the initial payment, as well as the commissions paid. According to the option 
purchased, the investor can maintain his position until the maturity, he may take the reverse 
transaction (to conclude the opposite transaction) or, in US type options, exercise the option 
before the maturity. Exercise of the option may either result in cash payment of the difference 
or in delivery of the underlying asset. 

4) Risks of selling an option: 

           In general, the sale of an option leads to a higher risk than its purchase - the losses the 
seller can generate are potentially unlimited. If the option is of the US type, the seller may be 
requested at any time to execute (complete) the cash transaction or to purchase and deliver 
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the underlying asset in question. The risk exposure of the seller may be mitigated by 
maintaining a position in the underlying asset (financial instrument, index, or other) relevant 
to the option sold. 

5) Purchase of the underlying asset in the case of a short position: 

           The seller of an uncovered call option does not have the corresponding amount of the 
underlying asset at the time of signing the contract (short sale). In the case of physical 
settlement options (delivery), the potential loss of the investor amounts to the difference 
between the strike price that will be paid for the delivery of the underlying asset (in case the 
option is exercised) and the price he will pay to acquire the relevant asset. For cash settled 
options, the risk of loss of the investor amounts to the difference between the strike price and 
the market value of the underlying asset. Since the market value of the underlying asset may 
have moved well above the strike price at the time of exercise, the risk of loss of the investor 
cannot be determined in advance and theoretically it may be unlimited. This risk is even 
more significant for US-type options that can be exercised at any time, which could 
potentially prove to be extremely unfavorable for the seller of the option. Another risk for the 
option seller is that he may fail to acquire the required underlying asset when the option is 
exercised or that he may only be able to acquire it under very unfavorable conditions (mainly 
in terms of price) due to the relevant market situation. 

6) Specific risks associated with OTC options: 

           A position arising from the purchase or sale of an over-the-counter option (OTC) may be 
closed only with the approval of the counterparty. 

7) Specific risks associated with a combination of options: 

           The combination of options consists in the conclusion of two or more option contracts 
based on the same underlying instrument (or asset, index, etc.) but differing in the type or 
characteristics of the options. The number of possible combinations is also important, and 
therefore, such a document can hardly describe the risks associated with all specific 
combinations - the investor should seek the services of a qualified investment professional, 
asking about the specific risks associated with the particular desired combination. However, 
it should be noted that for any combination, the cancellation of one or more options may lead 
to significant changes in the risk position of the investor. 

8) Specific risks associated with "exotic" options: 

These options are subject to additional terms or agreements. Their payment structures 
cannot be obtained through a combination of transactions. These can take the form of 
personalized OTC options or warrants. The range of exotic options is unlimited, which is why 
it is impossible to describe here the many and varied risks that arise from them. Some of the 
more commonly used exotic options are the options that depend on the overall development 
of the underlying instrument. In this case, the market value of the underlying asset is relevant 
not only on the expiration date (or exercise) - the investor needs to take into account the 
potential variations of the underlying asset over the entire life of the option in order to assess 
the chances of profits and the risk of loss. Barrier options are included in this group: The 
rights associated with these options arise (in the case of knock-in options) or expire (for 
knock-out options) completely and irrevocably only when, during a predetermined period, the 
market value of the underlying asset reaches a fixed threshold. 

Art. 16. (1) Swaps 
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a. Swap is a bilateral agreement under which the parties agree to exchange one cash 
flow against another based on a pre-determined nominal amount in a certain currency 
at predetermined periodic dates up to the date of the contract's maturity. 

b. Swaps are over-the-counter instruments and are typically used for hedging, 
speculation or arbitrage. The risk associated with these instruments is significantly 
high. 

(2) Swaps are divided in the following main categories: 

a. Interest rate swaps: swaps where there is an exchange of cash flows, determined 
based on different interest rates and / or reference interest rates; they are typically 
used to hedge interest rate risk; 

b. Currency swaps: swaps, including two different currencies; commonly used to 
hedge currency and interest rate risk; 

c. Commodity swaps: swaps the payments of which are based on the return on 
commodity indices; commodity swaps are often used to hedge against the price 
volatility of certain commodities; 

d. Freight rate swaps: swaps the payments on which are based on forwarding freight 
rates for marine transportation. 

e. Some specific instruments in the group of interest swaps are: 
f. Floating to Fixed Interest Rate Swap 
g. Forward-Starting Interest Rate Swap 
h. Variable Swap - a financial product for fixing a floating reference rate (Euribor / 

Libor) at a lower interest rate than a plain vanilla interest rate swap, up to a certain 
upper limit (barrier) or benchmark rate. 

i. In Arrears Swap; 
j. Quanto Swap; 
k. Range Accrual Swap - a financial product for fixing a floating reference interest rate 

index (Euribor / Libor) at a lower interest rate than with the plain vanilla interest rate 
swap within a given interest rate range (limit); 

l. Multiplier Swap - a financial product for fixing a floating reference interest rate index 
(Euribor / Libor), at a lower interest rate than with the plain vanilla swap rate until a 
certain upper limit (barrier) is reached. 

m. Cancellable Swap; 
n. Floating to Floating or Basis Swap. 

(3) Swaps: risks 

1) Forex Swap: FX swaps usually consist of two "legs" - spot exchange and forward 
exchange, as well as a forward exchange. The forward swap transaction where the two 
transactions are carried out on two different forward dates, is also popular. Therefore, the 
risks associated with the forward transactions described above shall be taken into account. 

2) Interest Rate Swap: The main risks to be considered are: 

a. counterparty risk: non-payment by the counterparty of the obligations arising from the 
agreement. If the swap is terminated before the date of the last scheduled cash flow 
and the market value of the position of one of the parties is positive, it will be entitled 
to receive the amount for termination of the contract and as a result it will have a 
credit exposure to its counterparty. 

b. risk of termination: the risk that the contract will be terminated before the initially 
agreed date, and at the same time the party concerned will not be able to negotiate a 
substitute transaction based on similar parameters, including due to the deteriorated 
creditworthiness of that party. 
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c. risk associated with a required collateral: the risk that the party concerned will be 
required to provide collateral for its swap obligations. 

d. baseline risk: The risk of a discrepancy between the actual floating rate of servicing 
the hedged credit obligation and the floating interest rate indices used to determine 
the swap payments. 

e. tax risk: arising from potential tax events that may affect the sufficiency of the swap 
payments. 

f. rollover risk: The risk of non-compliance of the swap maturity and that of the hedged 
instrument (or loan). 

g. credit risk: the risk of an event that changes the credit quality or credit rating of one of 
the two parties to the transaction. 

h. market value risk (arising from the existence of fixed payments) and cash flow risk 
(arising from floating payments) 

i. volatility and correlation risk: some swaps are characterized by a significant convexity 
and their value is highly dependent on volatility and correlations of the respective 
forward rates. 

Art. 17. (1) Investment risks 

           This document provides a brief description of the main specifics and risks of various 
financial instruments; in case of specific inquiries, the services of a qualified investment 
professional are recommended. The document does not address the tax consequences of 
transactions in financial instruments, which is why it is recommended to use the services of 
tax specialists before making an investment decision. 
           Historical returns on various financial instruments do not guarantee future results. Any 
investment in any financial instrument is exposed to a certain degree to all or some of the 
following risks: 

a. Economic risk: Changes in the market economy activity always affect financial 
instrument prices and exchange rates. Prices tend to fluctuate slightly or broadly 
according to the growth or slowdown in economic activity. The duration and scope of 
economic slowdown or growth are variable, as are the implications of these changes 
and fluctuations across the different sectors of the economy. In addition, economic 
cycles may vary from country to country. The failure to take these factors into 
account, as well as the erroneous analysis of the development of the economy when 
making an investment decision, can lead to losses. In particular, account should be 
taken of the impact of economic trends on the development of investment prices. 
Therefore, the good historical results of a financial instrument are not a guarantee for 
a good future performance of the same investment. Negative price movements 
resulting into losses for the investor are always possible. Therefore, the investor must 
take measures at all times to make his investments appropriate in the context of the 
economic situation and, if necessary, make the necessary changes to his portfolio. 

b. Systematic risk: The risk of a change in the value of a financial instrument due to 
specific market-related factors; 

c. Non-systematic risk: Non-systematic or specific is the risk of a change in the value of 
the financial instrument due to specific factors that affect the issuer of the instrument 
(financial results of the issuer, the market sector). 

d. Market risk: the risk of adverse movements of common market factors, such as 
interest rates, stock prices and index values, exchange rates, commodity prices, 
changes in volatility. 

e. Interest rate risk: the risk arising from adverse changes in interest rates and the 
consequent impact on the present value of future cash flows from the investment. 

f. Inflationary risk: the loss of real value (purchasing power) of the capital due to a 
higher-than-expected rise in inflation. This can lead to negative consequences for the 
value of the investment itself as well as for the real return on the investment. 
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Therefore, the investor should take into account the actual returns, i.e. the difference 
between the nominal interest rate and the inflation rate for products with a fixed 
interest rate. Hence, when the rate of inflation exceeds the return generated by the 
financial instruments (capital and interest earnings), this will result in a loss of value of 
the capital invested. 

g. Portfolio management risk: the risk depending on the investment strategy followed or 
the ability of the portfolio manager to act in accordance with best portfolio 
management practices. 

h. Credit risk: the risk of loss arising from the possibility a counterparty to fail to meet its 
contractual obligations. 

i. Risk of early repayment: Some types of bonds entitle the issuer to repay them before 
the date they mature. The risk arises from the possibility of the bonds being repaid at 
a price unfavorable for the investor. 

j. Currency risk: the risk arising from adverse exchange rate changes for the currency in 
which the value of the financial instrument is calculated. 

k. Liquidity risk: The risk that the financial instrument cannot be sold (liquidated for cash) 
within a reasonable time at a price close to the current market price. Financial 
instruments, which historically show high marketability, bear a low liquidity risk (for 
example, US treasury bills, US T-Bills). 

l. Legal risk: The risk that the contracts for the financial instrument do not include 
detailed and clear information about the characteristics and value of the instrument on 
its maturity. This can happen in OTC transactions, while in transactions on regulated 
markets, the legal risk is mitigated. 

m. Operational risk: the risk stemming from factors such as people, systems and 
processes. For example, the risk of a client order being executed improperly or with 
delays by the broker or the risk of failure of a trading system or of the system for 
derivative settlement. 

n. Basis risk: The risk of divergences between the prices of derivatives and the prices of 
the underlying instruments, resulting from market conditions or from rules imposed by 
market regulators of derivatives or the underlying (basic) regulators. 

o. Country risk and transfer risk: A foreign debtor, albeit solvent, may not be able to pay 
the interest or principal on the maturity of the loan, or even may fully fail to meet his 
obligation due to the lack of foreign exchange or exchange rate restrictions triggered 
for example by economic, political or social instability in the country concerned. This 
lack of foreign exchange or the existence of exchange restrictions may actually lead 
to default on payments due to investors. With regard to financial instruments issued in 
foreign currency, the investor risks receiving payments in a currency that may at any 
time turn out to be non-convertible due to exchange restrictions (currency controls). 
Moreover, even in the absence of a crisis, state interference in some economic 
sectors (eg. nationalization) may affect the value of the investor's assets. In some 
extreme cases, investor assets may be confiscated or frozen by local authorities, or 
investor rights may be restricted. Overall, there is no way to hedge such risks. 
However, credit ratings of countries determined by major credit agencies and 
published in the financial media can be used as a useful benchmark. In general, 
instability in a country's political, economic and social situation can lead to significant 
price fluctuations. 

Art. 18 (1). Money market instruments, including OTC money market instruments 

a. This category includes a range of instruments that are commonly traded on the 
money market, such as short-term government securities (treasury bills - see 
above), deposit certificates and commercial securities, excluding payment 
instruments. It is commonly assumed that these include debt securities or other debt 
instruments with an initial or residual maturity of up to one year. 
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b. Although they are usually considered to be less risky - primarily because of the short 
maturity - these instruments bear all the typical risks of debt securities (for 
comparison with corporate, municipal and government bonds). 

c. The above-mentioned rules applicable for shares and relating to the disclosure by 
the Bank of information on price volatility, prospectuses (when money market 
instruments are issued through public offering or admitted to trading on a regulated 
market) and margin purchases are also applicable to the money market instruments 
listed here. 

d. Markets on which different financial instruments are traded, are subject to significant 
fluctuations, and the Bank cannot guarantee specific results, as well as the quoting 
of such financial instruments at any time. 

 

 

Art. 19. FINAL PROVISIONS 

a. This document does not claim to describe all risks inherent to the investments in 
financial instruments. Its purpose is rather to provide basic information and to 
familiarize clients with the risks inherent to most investments in financial instruments. 
The client should not make any investment deals before he has mastered all the risks 
and has adapted his investments to his assets, needs and experience. 

b. "TBI Bank" EAD expressly informs its (potential) clients of the risk, when making a 
deal/s in derivative instruments, of losing the entire investment, and of additional 
financial losses. By signing the General Terms and Conditions, the Client expressly 
declares that he is aware of all possible risks when entering into a transaction(s) with 
derivative instruments, including the risks described in this Appendix 2; and that he 
has been warned in writing by the Bank that the proposed investment service may not 
be appropriate for the Client given his knowledge and experience. When submitting an 
order for entering into a transaction in financial instruments, the Client declares to the 
Bank without any additional explicit statement to be needed by the Client, that the 
service is being carried out on his own initiative and that the Client will assume and 
take all risks and possible financial losses incurred by or in connection with the 
transaction. 

c. By signing the General Terms and Conditions applicable to client contracts for the 
provision of investment and ancillary services, the client declares that he has received 
a general description of the financial instruments, when entering into transactions with 
which the Bank carries out intermediary and/ or ancillary services, and the risks 
associated with them, and that he has acquainted himself with the above description, 
understands it and accepts it.  

 

 


