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Disclaimer

The Sample Practice Test (the “Test”) is intended to assist candidates of the relevant paper of the
Licensing Examination for Securities and Futures Intermediaries (the “LE”) in preparing themselves
for the relevant LE paper. The questions of the Test are NOT actual questions from the LE paper.
Since the relevant laws, regulations, practices and requirements may be revised, amended or updated
from time to time, no express or implied warranty is given by the Hong Kong Securities and
Investment Institute (“HKSI Institute”) that the questions are up to date.

The HKSI Institute does not warrant that any person who correctly answers the questions in this Test
will pass the LE paper. Under no circumstances shall the HKSI Institute be liable for any direct or
indirect loss or damage caused or alleged to be caused by your use of or reliance on any materials in
and/or content of these sample questions.
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1  Leftco, a licensed corporation (Type 1 regulated activity), wishes to issue an advertisement
containing an invitation to the public to purchase securities in the course of its regulated activity.
Which ONE of the following statements is CORRECT?

FrAEIH AE (56 VI ETEE)) fE e 2RE/fgndieh s diE S - iz
TR AR AR E RS RS TR —IR PR AR IERERY 2

A Leftco must not issue such advertisement without getting the prior approval of the
Securities and Futures Commission (“SFC”) in all cases.

R T AT R HER A SIS RS PR SRR AE (H5HE”)
AL T » Sttt FR -

B Leftco does not need to submit such advertisement to the SFC for approval if the securities
are authorised collective investment schemes.

WL FE I Ewe f] BRI E T E] - FH A S m) 56 s B Fe o Bl 5 DU ST

J o

C Leftco must submit such advertisement to the SFC for approval if it also performs other
types of regulated activity.

IR E][ERE T HAS R Z R E TS E) - EOHRRE S G e s b 5 DUEEREE
Hf o

D Leftco must submit such advertisement to the SFC for approval if it is a prospectus.

WMRIER—ITERER - FAFVARRE S Eie A k& LUEEEEH -
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2 Which ONE of the following statements regarding the valuation practice of an intermediary
involved in the options trading business is INCORRECT?

B oo NAEIIRERS 5 565 TS S 7% - Y MR — IR R 2R IERERY 2

A Exposures to both credit and market risks must be calculated using a proprietary
methodology on the maturity of the options contract.

AR AFIRAR A - e S EIER ST RATREN EE R SR -

B Valuation and pricing methodologies should be based on a mark-to-market basis.

B ROE A TERZ AR 2 T (T E AV -

C Risk exposures may be aggregated provided that netting arrangements are acceptable and
enforceable.

HELFERE T R PR v R AT AT - B Az Ay 2 o] DA Rt Y -

D Risk valuation should be undertaken on a daily basis.

FERE R T R o -
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3 According to the SFC Disciplinary Fining Guidelines, which ONE of the following factors
involved in a breach of a Securities and Futures Commission code is likely to be regarded as
requiring a more severe sanction as compared to the other factors listed?

RiE GERGLHETERGES)) » BEREN TEFNEEBEREZAGHSTA > T
SIR—IRNZR IR AT & 5 [ 2R BRI HIE 2

A The conduct was negligent.
ARG BT Ry

B The breach was technical which caused no loss to others.
AER et ER - A AN RRR -

C The breach damaged the integrity of the market.
ERBAHEE SRR -

D The breach did not result in any benefit to the intermediary.

EREA BT NHAR R
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4 The Securities and Futures (Client Money) Rules do NOT apply to which ONE of the following
intermediaries?

(e FJWE (FPR0E) MAD REAR N5 ER— A ?

A A registered institution which conducts Type 1 (dealing in securities) regulated activity.

BT VI (8555 ) MV ETHEIHVEEMMERS -

B A licensed corporation which conducts Type 1 (dealing in securities) regulated activity.

TH L (B35 ) SRETSERIRSEE -

C A licensed corporation which conducts Type 6 (advising on corporate finance) regulated
activity.

#ITH 6 8 (MiERERRILE R ) S ETEHRSAE -

D A licensed corporation which conducts Type 9 (asset management) regulated activity.

AT OB (IRt EEEH) S ETLBIFFAR -
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5  StockCo holds a Type 1 (dealing in securities) licence. It is currently seeking to onboard a new
foreign client, Vladimir, online via Vladimir’s bank account overseas. Which of the following
steps would be appropriate for StockCo to take in this regard?

I  StockCo obtains an electronic copy of the relevant sections of Vladimir’s identity card.

Il StockCo uses an independent service provider it believes to be reputable to verify the data
obtained from Vladimir’s identity document.

11 StockCo obtains a client agreement signed by Vladimir by way of an electronic signature.

IV StockCo asks Vladimir to transfer HK$5,000, or equivalent in his local currency, to

StockCo’s bank account.

BISRAFIRASE LI (B35 M > BATE= RIEN BEBEE e (—RHyINe
) BIEINRTIRF B R (o BlRAE R ILEE PR RS ER 2

| BSRA RS AR S AR o R B T ARE A -

I E5R A F R LR R RS R ar oV s B s DA & B e 4 B U sg WS B AY
85

N B A EEBRETHE T ARG HE A SZENE S -

IV B3R A R EOKESTARE 5,000 7T (EKFEIFFURVEET) Eilk 2R FHIER
{TiRS

=

A land Il only

HAEIL &

B Iland IV only

HAENKXIV
C I, Iland Il only

HAETS I Z
D LI land IV

I~ 1~ 1 IV

Paper 2 7 © Hong Kong Securities and Investment Institute



6  Karen is a responsible officer of Hycor, a licensed corporation which has just committed a
serious breach of the Securities and Futures (Financial Resources) Rules. The Securities and
Futures Commission (“SFC”) regards Karen as guilty of misconduct in relation to Hycor’s
breach. Which ONE of the following statements is INCORRECT regarding the possible
sanctions to be imposed on Karen and Hycor?

B/ NMEEFHAEES AFRINER AR > e A MEEEEN T GEFMIE (M
BOEJR) ML) - B EEBEREZAY (HRE”) R/ T BUES A
EHABIFAREVRET R o BIRE/IME RS AT AR 2 FIRHTEL - FEIH—IERR R
AN IEREHY ?

A The SFC could suspend its approval of Karen as a responsible officer and suspend Hycor’s
licence.

ra e o] DL rp S ELSRE MEIF Ry T AN BVRCH - M0 mEH i A FIRVRREE -

B  The SFC could publicly reprimand either or both of Karen and Hycor.

ra o 1] LGB SRR/ MEEGE & A S8 -

C The SFC could revoke the licences of Karen and Hycor.

ra o o) CRLARE /N RS = N SRR -

D The SFC could order Hycor (but not Karen) to pay a monetary penalty.

Bl
IEp

SR A Llan SRS A E (MAZR/NED) SZAFETK -
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7 Which ONE of the following statements is CORRECT as regards the calculation of liquid
capital for the purposes of the Securities and Futures (Financial Resources) Rules?

st GEsr e (MBCEEIR) MR WS - FYI—IR AT RS E ©H R S e
iy ?

A The basis used must recognise the substance of transactions.

PRARVESEVERE N ZHTEEIF M -

B Individual items may be calculated on trade dates or settlement dates.

5108 I FTLALASE 5 H sse U F o -

C A liability not appearing on the balance sheet does not need to be included in the
calculation.

SHATEEARESR FHBNER  AREREN -

D The licensed corporation has a wide discretion as to which liabilities are appropriate to be
included in the calculation.

R A B A THE RRRY B S S R H R AN -
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8  Which ONE of the following assets would NOT be acceptable for a licensed corporation to
receive as a form of margin in respect of a non-centrally cleared over-the-counter derivative
transaction?

YR —RE S RN G R R R A E LI RS FE S MIT AR T AR U fReE

& ?

A Equity shares in a company that are listed on a recognised stock exchange outside of Hong
Kong.

B AFYMYZE AR G FT B A EIAR D -

B Debt securities in a company that are listed on a recognised stock exchange outside of Hong
Kong.

BTN AT G AT B A FI EB RS

C Equity shares in a company listed in Hong Kong that is in the same group of companies as
the licensed corporation.

B A [ — B E Ry & B B A IR -

D Cash.

B
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9  Which ONE of the following statements is CORRECT where a licensed corporation plans to
start providing asset management services involving virtual assets?

BRI AE RSB R (A & E EE A B A E BT o YR — IR R AU IERE
iy ?

A If the virtual assets under the management of the licensed corporation are not regarded as
securities, there are no licensing implications.

B R A E HE A R B A i RosE s - AN 2P ISR . -

B Provided the licensed corporation is already licensed for Type 1 (dealing in securities) and
Type 9 (asset management), no further action is required.

HEZFEECRAS 1 GEFs) K5 98 (RHtEEEH) i AlfE
JRHE—ATE) -

C The fitness and properness of the licensed corporation may be called into question as the
Securities and Futures Commission (“SFC”) has indicated that virtual assets constitute high
risk, illegal activities.

SRR RS TR - RS RS A Y (CRES”)
BRI EE R A RER - BT -

D The licensed corporation should notify the SFC as this will be regarded as a significant

change of the licensed corporation’s activities.

A EZ RS R G o N AE G R R A E By —IHE RS -
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10 John engages in market manipulation. In which of the following circumstances will John be
committing market misconduct under the Securities and Futures Ordinance?

I Johnisin Hong Kong and his market manipulation is in relation to a market in Hong Kong.

Il Johnis in Hong Kong and his market manipulation is in relation to an overseas market, not
a market in Hong Kong.

[l John is overseas and his market manipulation is in relation to a market in Hong Kong.

IV John is overseas and his market manipulation is in relation to an overseas market, not a
market in Hong Kong.

LA E B TREUEE) - £ TYIRELEN T - eIl (e RJINERRA) §Ih
SR EAT R ?

| SRR SRR MH ISR SEEER AT AR -

I SRS RA - ME TGRS BRSNS - R ETSHRR -
g S s - TR SENEAR AT AR -

IV @SSRS - H TR SNBSS R - (HELEETTS R -
A land Il only

HAE I R

B Il and IV only

HAE W IV
C I, Iland Il only

HAET I &
D LI land IV

I~ 1~ 1 Rz IV
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11 The Code of Conduct for Persons Licensed by or Registered with the Securities and Futures
Commission (“SFC”) states that the primary responsibility for ensuring the maintenance of
appropriate standards of conduct of a licensed corporation lies with:

(FEFINESBEREZAY (85 E”) FRASGEET ASGTAER) Y > RbEtrEs
%&I%Hﬁ%mf%ﬁﬁﬁrétég KRR P

A the SFC in the exercise of its supervisory and investigative powers.
soln e (RTIHEZR AR )

B the senior management of the licensed corporation.
ZR R EEN SR E R -

C every regulated person employed by the licensed corporation.
ZHER R R EBN S 2R E N -

D the person acting as the compliance officer of the licensed corporation.
BEZFEE G E A AL -
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12 Jack has an interest in the shares of Listco, a company listed on The Stock Exchange of Hong
Kong Limited. In which ONE of the following cases will Jack NOT be considered to be holding
a derivative product?

?EéET?EﬁﬁFUFE ANE (EEABEXSARAE EHIVAE) RiI#EL - /£ N 515
—EEI T > G EAREH RR A —E T 7

A Jack holds all the shares in a private company which owns shares in Listco.

AR — TR A A FIN AR+ TR A2 ERPE AP A B -

B Jack holds an option to purchase shares in Listco.

G IR A — (AT E A A S O HI I -

C Jack holds a contract for differences where the underlying is shares in Listco.

LR A I EE AN MG I RS T A =R -

D Jack holds an option to acquire a contract for differences where the underlying is shares in
Listco.

IR A — (A PTHUS = E SR IIRE - ez e IRAER T B2 ARk D -
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13

Last week, Alan entered into a new agreement with an intermediary regarding the subscription
of shares in a mutual fund. Alan did not know of the intermediary until the night before signing
on the agreement when he received a call at home from a sales representative of the intermediary
to introduce its services. Alan’s son scolded him for entering into the agreement as the family
did not make enough money to afford such things. Which ONE of the following statements is
the best to describe the above situation?

MRS B— 2 Aol AR IR %55 T 1 — (e - MOyt
woa E%Eljﬁ\k H e [ hearv AT —EG L AR Uz o RS SRR
fitL /AR B S - EBﬁ’éﬁ%ﬁiiﬁﬁﬁ&’]ﬂ@ifﬁ%@%ﬁE%T%%E% M ENERR] Tl
MR T RE o MY E—IRBR ARG V) i DL B 2

A Alan’s son does not need to be concerned as any losses incurred will be covered by the

Investor Compensation Fund if the act of the intermediary is not defined as a “cold call”.

MICER T A RER - A AT R A e B i - IR E G EE
HE(E A A

B The intermediary has committed an offence known as boiler room activities and,
accordingly, the intermediary’s fitness and properness may be called into question.

I

Z P AU T —IEA Ry s B EE R EEI Y IR T - I T ARV E AR
G2 EEEE -

E

C Alan may have a private right of civil action against the intermediary if it has not established
the suitability of the product in view of Alan’s financial situation.

kA NGA B EMS BRI BRI LAMERE 3% 2 fn e 5 1 S PR - MRS AE(E AT
WA — AR T AR R ETTRARIRAARER] -

D As Alan has entered into the agreement as a result of an unsolicited call, he has the right to
rescind the agreement within the time period specified by the Securities and Futures
Ordinance.

RS R B (BRI T A TR vt ERULRU B (%R
Rl P O POl e it -
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14 LeCoisalicensed corporation that regularly enters into over-the-counter derivative transactions
as a core part of its business. Although it has been exempt from reporting obligations in respect
of those transactions, yesterday it ceased to be exempt. Which ONE of the following statements
is CORRECT?

Gl

NERE—HFEE > D HET I M A TR G R HAZ LTS » BEAZ

FRGEERCIEHRE (T - EERA &R - I —THERZUE IERERY 2

A LeCo must report the required transaction information on a T+2 basis, i.e. by the end of

tomorrow (assuming it is a business day).

FlE A EWVERE T+2 F28 > BIEBHR (BEEREEEH ) B4ERT  EIRATFEN
&t} o

LeCo will have the benefit of a three-month grace period meaning that it will not have to
report information about any trades entered into between yesterday and three months from
yesterday.

IS A TSR P A =8 H AR > B/ b g FR i E R BN E R = (& H Z fH
CIRVANEROES 7yl

LeCo will have the benefit of a three-month grace period to report information, which will
include all trades entered into from the day it ceased to be exempt.

HE A FRE 5 r 58 = H R IRI AR sk - BRIV E RS E A g
A —RAERIFTA X Z & -

LeCo will be in breach of the regulations unless it has already provided notice to the
relevant authorities that it has ceased to be exempt.

FRIEME A FERA R E EfEsOBHER R EA R - S RIS A FIRZ AR B -
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15 Where an intermediary tries to push investors into buying securities through the use of high-
pressure tactics and the promise of very high returns, :

B A S BT R MR i = (MK S AR (R I B PR E R 77 >

A the intermediary should ensure that the selling securities are index constituent stocks so as
to avoid any subsequent complaint.
o NFEMECRATHI BEAVEE - BA B 3 i - DA H AR BT 8E3TT

B this is likely to be regarded as a boiler room activity, an improper trading practice, by the
Securities and Futures Commission (“SFC”).
e MNEEGEEZEY (“HERY”) A MRS A Ny s S Y
mE (—EAERSTE) -

C thisis likely to be regarded as a fraudulent trading practice by the SFC which is a criminal
offence under the Securities and Futures Ordinance (“SFO”).
i e g TR A SRR S U AR RITEER B 0% - iR (B RIS RE) - B2
TH=EIETT -

D this is a form of market misconduct under the SFO which may entail civil or criminal
liabilities.
R (G RIHERRE) @ B —EmHHAET R RS I BRFBNEEEEE -
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16 The credit risk management function of an intermediary which engages in over-the-counter
derivatives business should be:

FEREGIMITAE T EFEBRI T G - H N EES S b e HRREEE -

A undertaken by the executive officer responsible for that business line.

B EBRI B NERE -

B undertaken by the responsible officers of the intermediary.

HRz o ARV A BRI -

C undertaken by the compliance department.

FHEARELF TR -

D undertaken as an independent function.

VB BT A A -
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17 Where a short seller has published research on a listed issuer of securities listed on The Stock
Exchange of Hong Kong Limited that the issuer regards as groundless but which negatively
affects the issuer’s share price, which ONE of the following is a CORRECT course of action
for the issuer?

THZEE— AL E B S B ITAIRA B YRS g BT A TS s - LT
NS Rz e s 2 HARIR AR 51T NI (EIERCS B2 » DU T —IRE 34 T A
JEPRHUAYIERETTE) 7

A It should not make any response to the research.

2T N LT S & (F L AT [l -

B It should request the Securities and Futures Commission to bring a legal action against the
short seller for market misconduct.

Z T NEEREE T N E BB S 5% B G G2 E TSR BT RIERAUERT
o -

C It should promptly publish a statement that a false market in the trading of its securities has
developed.

Z T AERPHEEY] > SRS SRS EARE TS -

D It should request a trading halt so that it can make an appropriate clarification
announcement.

2T NEEDRGEER > ELEEREF S -
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18 Azmico is a clearing participant of The SEHK Options Clearing House Limited. Under the
mark-to-market system applied by The Stock Exchange of Hong Kong Limited (“SEHK”),
Azmico:

LA FEEARS K SRS R AR A VGRS
PRAE] (CHEACAT”) SRAEE T EEHERSG > A LAF]

\\>§v

B - IR E B E X A A

A may defer losses associated with market positions for not more than 2 business days.

AARAEEA TR B A RRRIRL o (B REEME 2 (B -

B is prevented from accumulating losses over time.

PR RAEIEK

C isallowed to accumulate losses provided that the same are fully disclosed to the SEHK.

A EBEAHT R #1058 > (F A LARRRIEK -

D isonly allowed to accumulate losses in respect of certain stocks identified from time to time
by the SEHK.

U A RN LE FRIBE A AT A R E E VRS HURCK -

Paper 2 20 © Hong Kong Securities and Investment Institute



19  Which of the following ways can foster good corporate governance of an intermediary?

I Segregation of the functions of the chairman and chief executive officer.
Il Adopting international accounting and auditing standards.

[l Establishing an independent audit committee.

IV Identifying and penalising corporate wrongdoing.

YRR B T AT RSB ?

| SRR TEE AT -
I ERAERE R s A -
N BRI E A -
IV SRR BT B - AT By H T -

A land Il only
HAEIL K
B I, llland IV only
HAET N IV
C I, and IV only
HAEN~S N LIV
D LI land IV
I~ 1~ 1 Rz IV
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20  Mr. Jones holds 10,000 shares in Listco, a company listed on The Stock Exchange of Hong
Kong Limited. He believes the share price of Listco will soon fall and calls his broker, Dinco,
to sell all 10,000 shares of Listco, which Dinco then executes. The next day, Mr. Jones hears of
further bad news which supports his views and again calls his broker to sell a further 20,000
shares. Which ONE of the following statements is CORRECT?

HOTAERF A ER AR &R S ATAIRA ] BRI FAEE A F]HY 10,000 feifry o fiAHEH]
HAFHIRAE R ML - TR %D,Ef-%“iﬂj@{ N E]EE TS 10,000 ReAIEEA SRR
MRS A BRI T AR S - 2 H - #eAWE SR - SN E SR
METEL » e A A AR AC 25T 20,000 REfE(ry » N5 IR—IRER 202 TERE
iy ?

A Mr. Jones must obtain the additional 20,000 shares in the market prior to the settlement
date for his second transaction.

#IC AR HEE A S RIAU AT > FE SN IERSERS MY 20,000 Al o

B Mr. Jones is probably engaging in insider dealing in respect of his second transaction.

PLHE RGNS - #IuAE R IEE TRACS) -

C Mr. Jones is in breach of the Securities and Futures Ordinance unless, at the time of the
second sale, he has a presently exercisable and unconditional right to vest the securities in
the buyer.

PRIEAESE IO &I - 850 —IH A B T (E A A R ARER] - ATl Fa8
FEFRIE AT - SRIESC AR T GEFREmRE) -

D Both of Mr. Jones’ transactions will be regarded as short sales unless he has in place with
Dinco a suitable stock borrowing agreement.

PRI S R AN FI %] T — (i E IR B - SRR 3 S
WA Ryt ze o
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21 When a client purchases an options contract, which ONE of the following statements
CORRECTLY describes the requirements in respect of the premium payable on that contract?

FEREE TG YY) o AR — IR A TE RS AU B o S U ST (S R IR U ARE 2

A The premium payable must be calculated by the broker having regard to the terms of the

options contract and the financial position of the client.

FESZ(THYERE S A SEC IR IERZ IR S U RIS & PRI BGIR T a3 -

The broker may discount the premium payable by the client.

LC I DURE P IES (TR e BT -

The broker cannot require the client to pay the premium prior to settlement.

LA RE R R PR Z A s (- It =

On the day the options contract is made, the participant must notify the client of the amount
of premium payable and collect it from the client in cash promptly.

RIS IER -
4 o

W

B WVE A P H S (TR 2 - AR A2 U
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22 For the purposes of the insider dealing provisions under the Securities and Futures Ordinance,

which of the following persons may be regarded as “connected persons” of Inipco, a listed

corporation?

| Inipco’s chairman of the board of directors.
Il A non-executive director of Inipco.

11 A shareholder who holds 7% of Inipco’s total number of issued shares.

IV Inipco’s human resources manager, Kathy.

st GEZR SRR THYNRRSHRSNE - PP\ L afREwii oy B ABIRE

NEHY TRAEAL 7

| REAFREEREE -

I REAFERGEMITESE -

N FFAEREAFEE TR 7%H— R
IV REAERIAEEREEE > BN -

A land Il only

HAE I R

B landIllonly

HAEI K
C I, and IV only
HAEN~S N LIV
D LI land IV
I~ 1~ 1 Rz IV
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23 Wegco, an intermediary licensed to provide Type 8 regulated activity (securities margin
financing), wishes to re-pledge client securities collateral with an authorized financial institution
to borrow money. Before Wegco does so, it is required to:

RF A F R ES R AL 8 S ETES) (SRS emE) 1y A ZAEHRER
— I8 A S R B P 8 s R S DS EGRIOH o B A S B AP L sg 2
ZHIZAE
A obtain the approval of the Hong Kong Monetary Authority to do so.
EREESRVER FHAE T IE M -
B obtain the relevant client’s standing authority or written direction.
S HRBRAR = P s sE e -
C provide to the client an accountant’s report on the client’s account holdings.

[FE PRt — A& & PR PR Gt S -

D provide to the client a disclaimer of legal liability as regards the safekeeping of the client
assets.

FE PR AR EREE P EENAER TR -
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24 Stockco, a licensed corporation, plans to store data that is subject to record keeping obligations
imposed on it by anti-money laundering regulations exclusively on an external electronic data
storage provider, not on its own computers. Which of the following services Stockco is
considering using would require it to obtain the prior approval of the Securities and Futures
Commission to use?

| A private cloud service.

Il A public cloud service.

1l A data server located outside of Hong Kong.
IV A data centre located in Hong Kong.

Bl A EE—REFRAR - SR TR RS GIFT T HERT S MR 4O s 1
SR A BRI — Z I N BT BeR A IERS A F R H B SHVERS - BN ES
FEE A DL MR AR B R e USR5 R R B R A g 7

| — AR

Il —ALERRT -

N —5E BRI MBI ke -
IV —ZE N EBRANEIE L -
A land Il only

HAEIL &

B Iland IV only

HAENKXIV
C I, Iland Il only

HAETS I Z
D LI land IV

I~ 1~ 1 Rz IV

Paper 2 26 © Hong Kong Securities and Investment Institute



25 The “liquid capital” of a licensed corporation, as provided in the Securities and Futures
(Financial Resources) Rules, means:

g (e (MEEIR) HAD - FriAErEE &S 24E

A the liquid assets of the licensed corporation.
ZF BRI EE -

B the liquid assets of the licensed corporation less all the liabilities of the licensed corporation.
R EE R BB E R R T AE R AT A (E

C the liquid assets of the licensed corporation less the ranking liabilities of the licensed
corporation.

A E R R B & A R R R A HYRE AT A

D the fixed assets of the licensed corporation less all the liquid assets of the licensed
corporation.

2SR A B ] B R R R A E e e A E -
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26 Which of the following are NOT conducted through the “Orion Trading Platform — Securities

Market” of The Stock Exchange of Hong Kong Limited?

I
Il
\Y

NHIYRLEIE H MR IE R R B & X A FTAIR A ERY

(

A cross trade.

An order exceeding the maximum order size limit.

An order-driven matched trade.

A transaction concluded by using the operation specified for odd-lot transactions.

ESCET R
BRI B A -
DI BB 5 -
B IR 52 B YRI5 5 -

I and 1V only

HEI &IV

I1and Il only

HAEN K

I, I and IV only

HEI-NKIV

I1, 11l and IV only

HAEN I Z IV

B G Pa—87m ) #

Paper 2
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27 A Hong Kong investor orders an exchange participant to execute, on its behalf, a sell order in
respect of shares listed on the Shanghai Stock Exchange (“SSE”) through the Shanghai-Hong
Kong Stock Connect. However, the investor does not hold the relevant SSE listed shares in any
account maintained with that exchange participant. Which of the following are needed for the
exchange participant to execute the order for the investor?

| The investor is a professional investor.

Il The investor has sufficient stock in a special segregated account with Central Clearing and
Settlement System.

11 The exchange participant has the investor’s unique investor identification number.

IV The exchange participant has registered the investor’s unique investor identification
number with the SSE.

—HERBREEE N UGS EEARAERERBRENE DR F G (“k
AT BRI (HE AR B AR A 5 A2 B s LT = LA HERY Lk
P B D © (% X BTS2 B f] U T E B I ER - YIRS ?

| RREEEHEEKES -

Il EEA RIS T RS R RS R ses — R I F 1 -
N RS SEERIREEN A & &t -

IV XSS EE TR AR &S A i E &t -

A land Il only

HAEIL R

B Iland Il only

HAEN K
C I, Illand IV only
HAET N IV
D I, Illand IV only
HAENS T EZIV
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28  Which of the following items of information normally required to be established in respect of a
new client will NOT necessarily be required to be established in respect of an Institutional
Professional Investor?

I The client’s financial situation.
Il The suitability of an investment recommendation.
11 The client’s identity.

IV The client’s investment objectives.

NHIVREE — R FE R B FHELLAVER] - A —E R IR SR A &AL 7
| FFHIMEGR -

I EEERNESNE -

- =ZEHEA

IV ZFEEHSEEE -

A land Il only

HAE I R

B Il and IV only

HAE N IV
C I, Iland IV only
HAEI-NEZIV
D I, Illand IV only
HAEN~S N LIV
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29 Is an Exchange Participant of The Stock Exchange of Hong Kong Limited which engages in
securities lending activity required to collect collateral in respect of its lending activities?

EED R ELENE B S X B ARA SN S 28 » G AS B T
JEBA BRAHEA G 7

A No, as this is a commercial decision of the Exchange Participant.

% ABERZ XSS EERIREENRE -

No, however, the Rules of the Exchange require the Exchange Participant to record its
reasons which justify the amount of collateral it has decided to collect.

& TR (SRR TR 5 TS B AR S O T R U A4
AR AR R TR -

Yes, the Exchange Participant must collect collateral of at least 100% of the securities
loaned (105% if the securities are borrowed for short selling purposes).

» ZA TS BB WA DR AT B 2R 0 E R T {E 100%9iE I E E Ca &
A%W%E%¢§§%$ AIA/DRS 105% ) -

Yes, the Exchange Participant must collect collateral on a mark-to-market basis such that
the value of the collateral has a readily ascertainable market price which is in an amount
sufficient to reflect the market risk of the securities borrowed.

& X G2 ANR S T ERHER AR R - (EZR R i EEA
— i AT DR PR E R T (> 1B e DSBS A RS SR 5 s -
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30 Which ONE of the following statements regarding the difference between ordinary and special
resolutions at a general meeting of shareholders is CORRECT?

BRAER B LR B Ay R B AR < T 0 1) - 3R — TR B2 IR 2

A Certain specified matters of a company may only be decided by special resolutions and not

by ordinary resolutions.

AT IS - AEEER RO - TR A B -

Directors and their connected persons who are shareholders can vote on ordinary
resolutions but are unable to vote on special resolutions.

B Rl RIS S BB At AT e R IS (B R e pl ek B

The only meeting at which ordinary resolutions may be proposed is at the annual general
meeting, whereas any resolution proposed at any other general meeting must be a special
resolution.

il AR SRR EF B KRG LIRE - MAEEMHA R B R G LR 2/
R IE B RFRA -

Special resolutions can only be passed if no shareholders object whereas there is no such
requirement applying to ordinary resolutions.

Rl ek R Re 2 AR R SCE IR Tl - & s A A S R -
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31 Does a corporation that engages in securities margin financing (Type 8 regulated activity) need
to hold a Type 8 licence?

—RitFe R rEERE (56 8 HZRE/EE)) IABEOTRER A5 8 i ?

A

Yes, in all cases.
el o AEEE N NERAREE o

A licensed corporation that holds a Type 1 (dealing in securities) licence does not need a
Type 8 licence to provide securities margin financing to its securities clients.

1M e 5) FAE R E PR et e B A frra s 8 M

4 o

An authorized financial institution that provides securities margin financing in connection
with an application for shares in an initial public offering needs to hold a Type 8 licence.

FA B FR I E R A R R (o T R & Pie fhador IRat R s A e v B s it
FTHFASE 8 MR -

A licensed corporation that holds a Type 9 (asset management) licence does not need a
Type 8 licence to provide securities margin financing to the funds that it manages.

98 (REEEEEM) A hHEHITE SRS AR SMERNTRASE
8 JHRRIE
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32 GoCo is a licensed corporation that is not exempt from the Securities and Futures (OTC
Derivative Transactions - Reporting and Record Keeping Obligations) Rules. GoCo enters into
a specified over-the-counter derivative transaction in Hong Kong on behalf of HoCo, a member
of the same group of companies as GoCo. Which ONE of the following statements is
CORRECT?

& B AERE—FIR (FE2F KIS (BSMIE T AR G— Rk ffrsc sk = L) AT
BRI e EAE - S B AR FTRAFEERAST L 7 —HEWSIMIAET AR
o MR A EEEE R B AR AT REREE o NYIH—IE 20 IERERY ?

>

GoCo has a reporting obligation.

mENFEAERSET

B GoCo does not have a reporting obligation because the transaction was entered into on
behalf of another group company.

mEANFERAEREE - NS EREERN S — A F MR I -

C GoCo and HoCo both have reporting obligations.

= E AN FE IR A TR R AT -

D Neither GoCo nor HoCo have reporting obligations.

= E NIRRT A ERE T -
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33  What is the difference between the terms “exchange participant” and “trading right”?

' RSB BTG ERERE A R ?

A The ownership of a trading right entitles a company to trade through the facilities of The

Stock Exchange of Hong Kong Limited (“SEHK”) irrespective of whether it is an Exchange
Participant of the SEHK or not.

NEFER SR > P h T e X BAIRAE CBF) A2
B S RE I TR A T -

An Exchange Participant of the SEHK is a company registered with the SEHK and it must
hold a trading right in order to trade on the SEHK.

\

BESC A A B P 2 B i —(E s s prs b My A =1 i VAR —(EX 50 - A
REAE AT E#ETHE -

For a company wishing to trade through the facilities of the SEHK, a Hong Kong
incorporated company will need to obtain exchange participant status only, whereas a non-
Hong Kong incorporated company will need to obtain a trading right only.

HH— (7 R BRI AR A T E BRI A F] > AE AR IRy 7] A T AT
WSR2 BEER - IR AT R ILHY A 55 S RS —(ES S -

The two terms are different ways of saying the same thing.

5B W (EEAIRE A AR A — TR PH A AR E
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34 Hugelco, a licensed corporation (Type 1 regulated activity), wishes to trade directly on the stock
options market for its clients. Which of the following factors would allow it to do so?

It is a Derivatives Clearing and Settlement System participant.

It trades stock options through Hong Kong Futures Automated Trading System (HKATS).
It is an Options Trading Exchange Participant of The Stock Exchange of Hong Kong
Limited.

It is either a participant of The SEHK Options Clearing House Limited (“SEOCH”) or
having a clearing agreement with a SEOCH General Clearing Participant.

HATERAAE (56 VZETEE)) RSN S EE AR PETEE -
YIRS AT B R ?

ERMAEEMGERE WA SEE -

TIEME HKATS T35 240 H S R EEIIRE -
TERARERSITARA TN SR8 -

TR ANE X SIHRGEREAIRAE BTG ER) (2B ss
B At S R 2 R S B IS SRS -

I and 11 only

HAE I R

I and 1V only

HEI &IV

Il and 1V only

HAE N IV

I1, 11l and IV only

HAEN I Z IV
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35 Which ONE of the following statements about approved introducing agents is INCORRECT?

N HIER— TR A A T 4B BRSNS IEREHY 2

A Because they do not handle client assets, the statutory requirements governing handling of
client money and securities do not apply.

HRNEMEAEEEFEE - NIL > SRERHE PR GRS R e e M
A

B  They must issue contract notes to clients.
EMHFHRA B TES -

C They do not need to issue receipts to clients.
EfEEF e TEF -

D They must comply with all relevant code obligations applicable to all licensed corporations.

TR E A ATA R E R SRR TR R LT -
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36 Which ONE of the following measures will NOT be appropriate for a licensed securities dealer
(Type 1 regulated activity) to implement as a means of managing client credit risk in its
regulated business?

FrEEZR RS (56 Ve EE)) RSB RE T EEE FHEER RS - A5
ELEPRE 5 BR—IR 15t 2

A All clients are subject to appropriate credit limits.

R FEALEE RIS AR -

B Known events which may adversely impact on a client’s creditworthiness are taken into
consideration.

R A Al gE B P HI(E R A F e B EAN SR -

C Where margin financing has been extended to a client for the purchase of securities on his
behalf, the securities are booked into the securities dealer’s house account until such time
as the client repays the margin finance.

& RREF PHEERS M RE PR SEE - AR ES A e 73 B
AHRFAEE - BRzEFERRSSEERE -

D Where lending is made to a client against pledged securities, a haircut is applied to the

market value of the securities pledged.
WA 2 = A PARS 25 A o - AP HYES 700y T (B LTI ©
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37 Eric is the finance director of a listed company, Luckyco, and Blackco is a major debtor of
Luckyco. A staff of Blackco told Eric that Blackco was going to be bankrupt and unable to pay
its debt to Luckyco. Knowing that Blackco’s inability to settle the debt would have a significant
impact on Luckyco’s financial position and share price, Eric immediately sold all his holdings
in Luckyco at a loss of HK$10,000. After the news about the impact of Blackco’s bankruptcy
on Luckyco’s financial position was made public, the share price of Luckyco dropped by 30%.
Which ONE of the following statements is CORRECT?

BPUeAR EMAFSEENFENMEES - MBRELFEEENFN R EREBA - —
R A FIAR B SRR B A FIR e E - W H AR R SE AN R -
B MER SN FEAER - e R sEE A S BRSBTS R B2 i
It > BT ZNE ST ERTASEE ARy > MRS 10,000 T » B RS A6
FEBSSE N F I IR UG B H R AR - SE AN FIRIRL(E MEL T 30% - IR
— IR AT IEREHY 2

A Eric has not done anything wrong as he has not made any trading profit from disposing of
his holdings in Luckyco.

BRI - N Rl e & sl N Sy TS S S AR -

B Eric has not done anything wrong as he is not a licensed or registered person.

B iAIUsE - NI ERF ARG AL -

C Eric has committed the offence of front running.

B AL TV B S HIFRT -

D Eric has committed the offence of insider dealing.

BRI T R HIZET -
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38 Sam, a Type 1 (dealing in securities) licensed representative, is considering implementing a
trading strategy in the pre-opening session (“POS”) of different types of securities listed on The
Stock Exchange of Hong Kong Limited. Which of the following products trading in the POS
will be subject to the relevant features of the closing auction session concerning price volatility
mechanisms?

| Equity shares.
Il Exchange traded funds.

1l Real estate investment trusts.
IV Leveraged and Inverse Products.

TR L (BB 5) FiEE > IEEF R AERER S X SAAEIRAE L
Y B FHRS TR LB T AU B B S 2 Rl » I SIWREEAE B T RS B S A Y an 2 FIUR
T3¢ (H 58 7 M55 B TP (B R R B AR AR O AH B R B AR PR 2
| R
I ZXHEERES -
N G &GS
IV AEAR S S [E b
A landIlonly
HAE I R
B landIVonly
HEI &IV
C Iland Il only
HAEN K

D LIl Iland IV

I~ 1~ 1V
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39 Which ONE of the following statements CORRECTLY describes the primary difference
between registered institutions (“RIs”) and licensed corporations (“LCs”) under the Securities
and Futures Ordinance?

Y —IE R A IE R A (G2 KA G RGBT T - sE MRS LS A B By £ 225051 2

A Only LCs which meet specified thresholds are regarded as RIs.

HA R IER R A B SR R SE A

LCs are subject to the regulatory requirements of the Securities and Futures Commission
whereas Rls are not.

FriEE A2 S NG BB EREZ BB ENUERTMEIR - e MR ZH
o .

RIs only have a limited ability to engage in regulated activities until such time as they
become LCs.

FERR R R EE Z AT > sEMERE T 2R ETEBIRE I AR -

Rls are authorized financial institutions subject to the regulatory oversight of the Hong
Kong Monetary Authority whereas LCs are not.

ALY AT iR - SR/ B EHBNEE > MEFAEAAE -
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40 For the purposes of the Securities and Futures (Financial Resources) Rules, the ranking

liabilities of a licensed corporation (“LC”) can be described as being:
it (s E (MECETR) HAD S FEERR & E P ER

A any liability which has been specified by the Hong Kong Monetary Authority as a ranking
liability.

REEeREH T E Ml B EETEE -

B money which the LC owes and will include most or all of the liabilities of the LC.
FREABIRY G BRERTAE R KRB el B Al

C money which the LC is obliged to repay within the next 6 months.
F B ZERY AR 6 I8 H B ERYFOH -

D all liabilities of the LC except for those which are off the balance sheet.

FEER 2 &R - BN ERERERERIUIMIARE -
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Answers

Question No. | Answers Question No. | Answers
1 B 21 D
2 A 22 D
3 C 23 B
4 A 24 D
5 C 25 C
6 D 26 C
7 A 27 B
8 C 28 C
9 D 29 C
10 C 30 A
11 B 31 B
12 A 32 A
13 D 33 B
14 C 34 D
15 B 35 B
16 D 36 C
17 D 37 D
18 B 38 D
19 D 39 D
20 C 40 B
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