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JPMORGAN (EUROPE)

PRODUCT AND SERVICE RISK DISCLOSURES

PART I: INTRODUCTION

This Notice Booklet is for use by clients of JPMamgChase & Co. (and its direct or indirect

subsidiaries and affiliates, all such companiesdeeferred to collectively or, as the context may
require, individually, as ‘JPMorgan’) and must et relied on by anyone else. It cannot disclose
all the risks and other significant aspects of gheducts you may purchase, sell or subscribe for
from or through us (“products”), but is intendedgive you information on and a warning of the

risks associated with them so that you are rea$padle to understand the nature and risks of the
services and of the specific types of investmenndeoffered and, consequently, to take

investment decisions on an informed basis. You lshalso read any product/transaction specific
disclosures that may be included in any produci#aation specific documentation provided to

you.

You must not rely on the guidance contained in Ehgelosure Booklet as investment advice based
on your personal circumstances, nor as a recomrtiend® enter into any of the services or
invest in any of the products listed below. Wheoe yre unclear as to the meaning of any of the
disclosures or warnings described below, we wouldngly recommend that you seek
independent legal or financial advice.

You should not deal in these or any other produstsess you understand the nature of the contract
you are entering into and the extent of your exposol risk. You should also be satisfied that the
product and/or service is suitable for you in lightyour circumstances and financial position and,
where necessary, you should seek appropriate indepée advice in advance of any investment
decisions.

Risk factors may occur simultaneously and/or maynmound each other resulting in an
unpredictable effect on the value of any investmbntiny of the situations described below, the
use of leverage (which has the effect of magnifypetential positive or negative outcomes) may
significantly increase the impact on you of anytaf risks described.

All financial products carry a certain degree skrand even low risk investment strategies contain
an element of uncertainty. The types of risk thaghinbe of concern will depend on various
matters, including how the instrument is createdyctured or drafted. The specific risks of a
particular product or transaction will depend upba terms of the product or transaction and the
particular circumstances of, and relationships betw the relevant parties involved in such
product or transaction. Different instruments imeoldifferent levels of exposure to risk and in
deciding whether to trade in such instruments @ob® involved in any financial products you
should be aware of the guidance set out below:
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PART II: PRODUCTS AND INVESTMENTS

Set out below is an outline of the major categoaésisk that may be associated with certain
generic types of Financial Instruments, which stidad read in conjunction with Parts Il and IV.

1 Shares and other types of equity instruments

1.1 General

A risk with an equity investment is that the companmust both grow in value and, if

it elects to pay dividends to its shareholders, enaftequate dividend payments, or
the share price may fall. If the share price fali® company, if listed or traded on-
exchange, may then find it difficult to raise fiethcapital to finance the business,
and the company’s performance may deteriorate vis &s competitors, leading to

further reductions in the share price. Ultimatelye tcompany may become

vulnerable to a takeover or may fail.

Shares have exposure to all the major risk typéeresl to in Part Il below. In
addition, there is a risk that there could be viithator problems in the sector that
the company is in. If the Company is private, im@t listed or traded on an
exchange, or is listed but only traded infrequertigre may also be liquidity risk,
whereby shares could become very difficult to déspof.

1.2 Ordinary shares

Ordinary shares are issued by limited liability gamies as the primary means of
raising risk capital. The issuer has no obligatiorrepay the original cost of the
share, or the capital, to the shareholder untiligbeer is wound up (in other words,
the issuer company ceases to exist). In returthicapital investment in the share,
the issuer may make discretionary dividend paymemthareholders which could
take the form of cash or additional shares.

Ordinary shares usually carry a right to vote aitegal meetings of the issuer.

There is no guaranteed return on an investmentdimary shares for the reasons set
out in 1.1 above, and in a liquidation of the issuwdinary shareholders are
amongst the last with a right to repayment of edmhd any surplus funds of the
issuer, which could lead to a loss of a substaptiaportion, or all, of the original
investment.

1.3 Preference shares

Unlike ordinary shares, preference shares giveeslndders the right to a fixed
dividend the calculation of which is not based loa $uccess of the issuer company.
They therefore tend to be a less risky form of gtreent than ordinary shares.

Preference shares do not usually give shareholitersight to vote at general
meetings of the issuer, but shareholders will teageeater preference to any surplus
funds of the issuer than ordinary shareholdergjlghibe issuer go into liquidation.

1.4  Depositary Receipts
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Depositary Receipts (ADRs, GDRs, etc.) are neglatiabrtificates, typically issued
by a bank, which represent a specific number ofeshan a company, traded on a
stock exchange which is local or overseas to theeisof the receipt. They may
facilitate investment in the companies due to thdespread availability of price
information, lower transaction costs and timelyid@énd distributions. The risks
involved relate both to the underlying share (sde-11.3 above) and to the bank
issuing the receipt. In addition, there are impurtifferences between the rights of
holders of ADRs and GDRs, (togetheDéepositary Receipts) and the rights of
holders of the shares of the underlying share isspresented by such Depositary
Receipts. The relevant deposit agreement for theoBi&ary Receipt sets out the
rights and responsibilities of the depositary (bethe issuer of the Depositary
Receipt), the underlying share issuer and holdétbeo Depositary Receipt which
may be different from the rights of holders of thederlying shares. For example,
the underlying share issuer may make distributitnsespect of its underlying
shares that are not passed on to the holders @fejmsitary Receipts. Any such
differences between the rights of holders of thpd3dary Receipts and holders of
the underlying shares of the underlying share rssu@y be significant and may
materially and adversely affect the value of thiewant instruments. Depositary
Receipts representing underlying shares in a forg@igisdiction (in particular an
emerging market jurisdiction) also involve riskss@adated with the securities
markets in such jurisdictions.

1.5 Penny shares

There is an extra risk of losing money when shamesbought in some smaller
companies, including penny shares. There is a lffigrence between the buying
price and the selling price of these shares. If tieve to be sold immediately, you
may get back much less than you paid for them.prtee may change quickly and it
may go down as well as up.

2 Warrants

A warrant is a time-limited right to subscribe fshares, debentures, loan stock or
government securities and is exercisable agairstafiginal issuer of the underlying

securities. A relatively small movement in the prad the underlying security could result in
a disproportionately large movement, unfavourabtefavourable, in the price of the

warrant. The prices of warrants can therefore batie.

The right to subscribe for any of the investmemdpicts listed in 1 above or 3 or 4 below
which a warrant confers, is invariably limited iime, with the consequence that if the
investor fails to exercise this right within theepitetermined time-scale, the investment
becomes worthless.

If subscription rights are exercised, the warrasitler may be required to pay to the issuer
additional sums (which may be at or near the vafuée underlying assets). Exercise of the
warrant will give the warrant holder all the riglatsd risks of ownership of the underlying

investment product.
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A warrant is potentially subject to all of the majisk types referred to in Part Il below.

You should not buy a warrant unless you are preparesustain a total loss of the money
you have invested plus any commission or othesaetion charges.

Some other instruments are also called warrantsafitactually options (for example, a
right to acquire securities which is exercisablaiagt someone other than the original issuer
of the securities, often called a covered warradrdj.these instruments, see 6.3 below.

3 Money-market instruments

A money-market instrument is a borrowing of cashaferiod, generally no longer than six
months, but occasionally up to one year, in whighlender takes a deposit from the money
markets in order to lend (or advance) it to thedeer. Unlike in an overdraft, the borrower
must specify the exact amount and the period fochvhe wishes to borrow. Like other
debt instruments (see 4 below), money-market ingnis may be exposed to the major risk
types in Part 11l below, in particular credit amddrest rate risk.

4 Debt Instruments/Bonds/Debentures

All debt instruments are potentially exposed to minajor risk types in Part 11l below, in
particular credit risk and interest rate risk.

Debt securities may be subject to the risk of #smer’s inability to meet principal and /or
interest payments on the obligation and may alseutgect to price volatility due to such
factors as interest rate sensitivity, market peroapof the creditworthiness of the issuer,
general market liquidity, and other economic fagt@mongst other issues. When interest
rates rise, the value of corporate debt securiteas be expected to decline. Fixed-rate
transferable debt securities with longer maturiiieger coupons tend to be more sensitive
to interest rate movements than those with sharggurities/higher coupons.

5 Units in Collective Investment Schemes

Collective investment schemes and their underlyssets are potentially exposed to all of
the major risk types referred to in Part 11l below.

There are many different types of collective inwe=stt schemes. Generally, a collective
investment scheme will involve an arrangement ématbles a number of investors to ‘pool’
their assets and have these professionally maraged independent manager. Investments
may typically include gilts, bonds and quoted &gsitbut depending on the type of scheme,
may go wider into derivatives, real estate or athepasset. There may be risks on the
underlying assets held by the scheme and inveateradvised, therefore, to check whether
the scheme holds a number of different assets, $pusading its risk. Subject to this,
investment in such schemes may reduce risk by djpigahe investor’s investment more
widely than may have been possible if he or shetwasvest in the assets directly.

The reduction in risk may be achieved because tide wange of investments held in a
collective investment scheme can reduce the effexdta change in the value of any one
investment may have on the overall performancénefportfolio. Although, therefore, seen
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as a way to spread risks, the portfolio price @hds well as rise and, depending on the
investment decisions made, a collective investnsafteme may be exposed to many
different major risk types.

The valuation of a collective investment schemgeiserally controlled by the relevant fund
manager or the investment adviser (as the caseébejayf the collective investment scheme.
Valuations are performed in accordance with thensemand conditions governing the
collective investment scheme. Such valuations nmepdsed upon the unaudited financial
records of the collective investment scheme and agounts pertaining thereto. Such
valuations may be preliminary calculations of thet msset values of the collective
investment schemes and accounts. The collectivesiment scheme may hold a significant
number of investments which are illiquid or othesavnot actively traded and in respect of
which reliable prices may be difficult to obtaim. ¢onsequence, the relevant fund manager
or the investment adviser may vary certain quotatitor such investments held by the
collective investment scheme in order to reflestjitdgement as to the fair value thereof.
Therefore, valuations may be subject to subsegadptstments upward or downward.
Uncertainties as to the valuation of the collectiveestment scheme assets and/or accounts
may have an adverse effect on the net asset védltieeorelevant collective investment
scheme where such judgements regarding valuatiave o be incorrect.

A collective investment scheme and any collectiweestment scheme components in which
it may invest may utilise (inter alia) strategiescls as short-selling, leverage, securities
lending and borrowing, investment in sub-investmgrade or non-readily realisable
investments, uncovered options transactions, optamd futures transactions and foreign
exchange transactions and the use of concentratddlps, each of which could, in certain
circumstances, magnify adverse market developmands losses. Collective investment
schemes, and any collective investment scheme coemp® in which it may invest, may
make investments in markets that are volatile antiguid and it may be difficult or costly
for positions therein to be opened or liquidatethe Tperformance of each collective
investment scheme and any collective investmergraehcomponent in which it may invest
is dependent on the performance of the collectivestment scheme managers in selecting
collective investment scheme components and theagemnent of the relevant component
in respect of the collective investment scheme amapts.

In addition, the opportunities to realise an inwestt in a collective investment scheme is
often limited in accordance with the terms and dbmas applicable to the scheme and
subject to long periods of advance notice (duritgctv the price at which interests may be
redeemed may fluctuate or move against you). Therg be no secondary market in the
collective investment scheme and therefore an tmest in such a scheme may be (highly)
illiquid.

6 Derivatives, including options, futures, swaps, faward rate agreements, derivative
instruments for the transfer of credit risk, financial contracts for differences

The risks set out in 6.1 - 6.5 below may arise onnection with all types of derivative
contract, whether it is in the form of a listedtmsnent, an OTC instrument, or a securitised
product such as a note or a certificate.
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6.1 Derivatives Generally

A derivative is a financial instrument, the valué which is derived from an
underlying asset'’s value. Rather than trade oraxgé the asset itself, an agreement
is entered into to exchange money, assets or stinee value at some future date
based on the underlying asset. A premium may atsgdyable to acquire the
derivative instrument.

There are many types of derivative, but optiong s and swaps are among the
most common. An investor in derivatives often asssira high level of risk, and
therefore investments in derivatives should be nweitte caution, especially for less
experienced investors or investors with a limitetbant of capital to invest.

If a derivative transaction is particularly largeifothe relevant market is illiquid (as
may be the case with many privately negotiatedegtfhange derivatives), it may
not be possible to initiate a transaction or ligiéda position at an advantageous
price.

On-exchange derivatives are subject, in additionthe risks of exchange trading
generally, including potentially the requirement gmvide margin. Off-exchange
derivatives may take the form of unlisted trandfgasecurities or bi-lateral “over
the counter” contracts QTC"). Although these forms of derivatives may be &dd
differently, both arrangements may be subject teditrrisk of the Issuer (if
transferable securities) or the counterparty (ifG3Y and, like any contract, are
subject also to the particular terms of the contfadether a one-off transferable
security or OTC, or a master agreement), as wethagisks identified in Part Ill
below. In particular, with an OTC contract, the etrparty may not be bound to
“close out” or liquidate this position, and so iaynnot be possible to terminate a
loss-making contract. Off-exchange derivatives inddvidually negotiated. As the
terms of the transactions are not standardised mandentralised pricing source
exists (as exists for exchange traded instrumetits)transactions may be difficult
to value. Different pricing formulas and financedsumptions may vyield different
values, and different financial institutions mayotgi different prices for the same
transaction. In addition, the value of an off-exulpa derivative will vary over time
and is affected by many factors, including the raing time until maturity, the
market price, price volatility and prevailing ingst rates.

Derivatives can be used for speculative purposeasohedges to manage other
investment or economic risks. In all cases theability of the transaction for the
particular investor should be very carefully coesét!.

You are therefore advised to ask about the ternas camditions of the specific

derivatives and associated obligations (e.g. thmigistances under which you may
become obligated to make or take delivery of anedgthg asset and, in respect of
options, expiration dates and restrictions on three tfor exercise). Under certain
circumstances the specifications of outstandingtreots (including the exercise

price of an option) may be modified by the exchang€learing House to reflect

changes in the underlying asset.
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Normal pricing relationships between the underlyasget and the derivative may
not exist in all cases. This can occur when, foaneple, the futures contract
underlying the option is subject to price limitsilehthe option is not. The absence
of an underlying reference price may make it diffi¢o assess ‘fair’ value.

The points set out below in relation to differeppds of derivative are not only
applicable specifically to these derivatives bwg also applicable more widely to
derivatives generally. All derivatives are potelyigubject to the major risk types in
Part 1l below, especially market risk, credit riskad any specific sector risks
connected with the underlying asset.

6.2 Futures/Forwards/Forward rate agreements

Transactions in futures or forwards involve theigdtion to make, or to take,
delivery of the underlying asset of the contraca &titure date, or in some cases to
settle the position with cash. They carry a higlgrde of risk. The 'gearing' or
'leverage’ often obtainable in futures and forwarading means that a small deposit
or down payment can lead to large losses as wefjafss. It also means that a
relatively small movement can lead to a proportielyamuch larger movement in
the value of your investment, and this can workirsgjayou as well as for you.
Futures and forwards transactions have a continligtity, and you should be
aware of the implications of this, in particular ngiaing requirements: these are
that, on a daily basis, with all exchange-traded], most OTC off-exchange, futures
and forwards, you will have to pay over in cashséssincurred on a daily basis and
if you fail to, the contract may be terminated. Sagher, 1 and 2 of Part IV below.

6.3  Options

There are many different types of options withefi#nt characteristics subject to the
following conditions.

Put option: a put option is an option contract that gives tiodder (buyer) of the
option the right to sell a certain quantity of ardarlying security to the writer of the
option at a specified price (the strike price) opat specified date (the expiration
date).

Call option: a call option is an option contract that gives kiolder (buyer) the right
to buy a certain quantity of an underlying secuftiggm the writer of the option, at a
specified price (the strike price) up to a spedifiate (the expiration date).

Buying options; Buying options involves less risk than sellindiops because, if the
price of the underlying asset moves against you,can simply allow the option to
lapse. The maximum loss is limited to the premiphlas any commission or other
transaction charges. However, if you buy a callaspbn a futures contract and you
later exercise the option, you must acquire thar&utThis will expose you to the
risks described under ‘futures' and ‘contingerhilitg investment transactions'.
Certain options markets operate on a margined ,hasiter which buyers do not pay
the full premium on their option at the time thayrghase it. In this situation you
may subsequently be called upon to pay margin emghion up to the level of your
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premium. If you fail to do so as required, yourifios may be closed or liquidated
in the same way as a futures position.

Writing options; If you write an option, the risk involved is catesrably greater than

buying options. You may be liable for margin to main your position (as

explained in 6.2 above) and a loss may be sustaiedidn excess of the premium
received. By writing an option, you accept a legfaligation to purchase or sell the
underlying asset if the option is exercised agaost, however far the market price
has moved away from the exercise price.

If you already own the underlying asset which yawencontracted to sell (known as
‘covered call options") the risk is reduced. If yibm not own the underlying asset
(known as 'uncovered call options’) the risk canubBmited. Only experienced
persons should contemplate writing uncovered optiand then only after securing
full details of the applicable conditions and poi&risk exposure.

Depending on the type of option entered into, theey be increased exposure to
market risk (see Part Ill: Generic Risk types, gesiph 4 — Market Risk below)
when compared to other financial products. Theeesaweral option styles including
(but not limited to) American-, European- and Bedanstyle. An American-style
option may be exercised at any time prior to ifsietion. A European-style option
may only be exercised on a specific date, its exjpin date. A Bermuda-style
option may be exercised on certain specified ddesg the term of the transaction.

If you buy an American-style call option and thdewvant market price of the
underlying asset never rises above the strike micéhe option (or if you fail to
exercise the option while such condition exitsg tption will expire unexercised
and you will have lost the premium you paid for gpgion. Similarly, if you buy an
American-style put option and the relevant markétepfor the underlying asset
does not fall below the option strike price (oydu fail to exercise the option while
such condition exists), the option will not be exeed and you will have lost the
premium you paid for the put option.

Purchasing European-style or Bermuda-style optioay carry additional market
risk since the option could be “in-the-money” foarpor substantially all of the
holding period but not on the exercise date(sgaloption is “in-the-money” if the
strike price is lower than the relevant market @ifiar the underlying asset. A put
option is “in-the-money” if the strike price is tigr than the relevant market price
for the underlying asset.

It is even possible for the holder of an exercis@kthe-money” option to lose
money on an option transaction. Such a situatkisteewhenever the value received
under the option fails to exceed the purchaser&scof entering into the option
transaction (the premium and any other costs apdreses).

If you are a potential writer of an option, you shibconsider how the type of option
affects the timing of your potential payment antivéey obligations thereunder. As
the writer of a European-style option, the timinfyamy payment and delivery
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obligations is predictable. Absent early termioati no settlements will be
necessary prior to the expiration date. As thigewpf an American-style option,
however, you must be certain that you are preparasdtisfy your potential payment
and delivery obligations at any time during thereise period (possibly quite soon
following the sale of the option).

Traditional options; Certain London Stock Exchange member firms urgpercial
exchange rules write a particular type of optiolledaa 'traditional option'. These
may involve greater risk than other options. Twopyaices are not usually quoted
and there is no exchange market on which to clasem open position or to effect
an equal and opposite transaction to reverse am p@&tion. It may be difficult to
assess its value or for the seller of such an pptionanage his exposure to risk.

6.4 Contracts for differences

Certain derivatives are referred to as contraatgifiterences. These can be options
and futures on the FTSE 100 index or any otherxrafean exchange, as well as
equity, currency and interest rate swaps, amontgstre However, unlike other

futures and options (which may, depending on tteims, be settled in cash or by
delivery of the underlying asset), these contraa only be settled in cash.

Investing in a contract for differences carries shene risks as investing in a future
or an option as referred to in 6.2 and 6.3 aboveangactions in contracts for

differences may also have a contingent liability.

6.5 Swaps

A swap agreement is a derivative where two couatégs exchange one stream of
cash flows against another stream, calculated feyerece to an “underlying” (such

as securities’ indices, bonds currencies, interagts or commodities, or more
intangible items).

A swap agreement may also be combined with an mpBoch an option may be
structured in two different ways. On the one hdsdjaptions” are transactions that
give the purchaser of the swaption the right, egapayment of a premium, to
exercise or not to exercise, until the agreed nitgtdate, its right to enter into a pre-
agreed swap agreement. On the other hand, “cafdstrs” and “collars” enable a

party, against payment or receipt of a premiunprtdect itself against, or to take an
exposure on, the variation on the value or levelrotinderlying.

A major risk of off-exchange derivatives, (includinswaps) is known as
counterparty risk, whereby a party is exposed &itlability of its counterparty to
perform its obligations under the relevant Finahtigtrument. For example if a
party, A, wants a fixed interest rate loan and w@ps a variable rate loan with
another party, B, thereby swapping payments, thilssynthetically create a fixed
rate for A. However, if B goes insolvent, A willde its fixed rate and will be paying
a variable rate again. If interest rates have ggme lot, it is possible that A will
struggle to repay.
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The swap market has grown substantially in receatrs; with a large number of
banks and investment banking firms acting bothraxipals and as agents utilising
standardised swap documentation to cover swapingram/er a broad range of
underlying assets. As a result, the swap marketcéotain underlying assets has
become more liquid but there can be no assurarateatltiquid secondary market
will exist at any specified time for any particulwap.

7 Combined Instruments/Baskets

Any combined instruments, such as a bond with aamaattached, is exposed to the risk of
both those products and so combined products mataicoa risk which is greater than
those of its components generally, although cetambined instruments may contain risk
mitigation features, such as principal protectesruments.

The value of a basket of products (such as shardiges etc.) may be affected by the
number and quality of reference assets includesuoh basket. Generally, the value of a
basket that includes reference assets from a nuaflseference asset issuers or indices will
be less affected by changes in the value of antjcplar reference asset included therein
than a basket that includes fewer reference assetthat gives greater weight to some
reference assets included therein. In additiothefreference assets included in basket are
concentrated in a particular industry, the valuswih a basket will be more affected by the
economic, financial and other factors affectingt tmlustry than if the reference assets
included in the basket are in various industriest #re affected by different economic,
financial or other factors or are affected by sfagtiors in different ways.

PART Ill: GENERIC RISK TYPES

1 General

The price or value of an investment will dependflorctuations in the financial markets
outside of anyone’s control. Past performance isdizator of future performance.

The nature and extent of investment risks variés/den countries and from investment to
investment. These investment risks will vary widimongst other things, the type of
investment being made, including how the finangiedducts have been created or their
terms drafted, the needs and objectives of pasicirivestors, the manner in which a
particular investment is made or offered, sold radeéd, the location or domicile of the
Issuer, the diversification or concentration incatfolio (e.g. the amount invested in any one
currency, security, country or issuer), the comipyenf the transaction and the use of
leverage.

The risk types set out below could have an impaaach type of investment:

2 Liquidity

The liquidity of an instrument is directly affectdny the supply and demand for that
instrument and also indirectly by other factorgluding market disruptions (for example a
disruption on the relevant exchange) or infrastmecissues, such as a lack of sophistication
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or disruption in the securities settlement procesgler certain trading conditions it may be
difficult or impossible to liquidate or acquire agition. This may occur, for example, at
times of rapid price movement if the price risedatls to such an extent that under the rules
of the relevant exchange trading is suspendedstricted. Placing a stop-loss order will not
necessarily limit your losses to intended amoubtg, market conditions may make it
impossible to execute such an order at the stigdilptice. In addition, unless the contract
terms so provide, a party may not have to accept Eamination of a contract or buy back
or redeem the relevant product and there may thierdfe zero liquidity in the product. In
other cases, early termination, realisation or mgm@®n may result in you receiving
substantially less than you paid for the productrosome cases, nothing at all.

3 Credit Risk

Credit risk is the risk of loss caused by borrowedoend obligors, guarantors, or
counterparties failing to fulfil their obligationsr the risk of such parties’ credit quality
deteriorating. Exposure to the credit risk of omenwre reference entities is particularly
relevant to any credit linked product such as ¢rbédked notes, and the potential losses
which may be sustained, and the frequency anditidetl of such losses occurring, when
investing in credit links products may be substdhtigreater than when investing in an
obligation of the reference entity itself.

4 Market Risk
4.1 General

The price of investments goes up and down dependimgnarket supply and
demand, investor perception and the prices of anmendying or allied investments
or, indeed, sector, political and economic factdlseese can be totally unpredictable.

4.2 Overseas markets

Any overseas investment or investment with an @asslement can be subject to
the risks of overseas markets which may involvéedght risks from those of the
home market of the investor. In some cases the sk be greater. The potential
for profit or loss from transactions on foreign k&ts or in overseas denominated
contracts will be affected by fluctuations in oves exchange rates.

4.3  Emerging Markets

Price volatility in emerging markets, in particylacan be extreme. Price
discrepancies, low trading volumes and wide pricpgeads can be common and
unpredictable movements in the market not uncomrAdditionally, as news about
a country becomes available, the financial markegy react with dramatic
upswings and/or downswings in prices during a &ryrt period of time. Emerging
markets generally lack the level of transparenaguidity, efficiency, market
infrastructure, legal certainty and regulation fdun more developed markets. For
example, these markets might not have regulatiamgerging market or price
manipulation and insider trading or other provisiatesigned to “level the playing

field” with respect to the availability of informiah and the use or misuse thereof in
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such markets. They may also be affected by seetmnomic and political risk. It
may be difficult to employ certain risk and legalcertainty management practices
for emerging markets investments, such as forwarcency exchange contracts or
derivatives. The impact of the imposition or renayaforeign exchange controls at
any time should be considered, as well as poteditffitulties in repatriation of
assets. The risks associated with nationalisatiorexpropriation of assets, the
imposition of confiscatory or punitive taxation,stections on investments by
foreigners in an emerging market, sanctions, wat mvolution should also be
considered.

5 Clearing House Protections/Settlement Risk

On many exchanges, the performance of a transactaynbe “guaranteed” by the exchange
or clearing house. However, this guarantee is bsurafavour of the exchange or clearing
house member and cannot be enforced by the clibotmay, therefore, be subject to the
credit and insolvency risks of the firm through wiithe transaction was executed. There is,
typically, no clearing house for off-exchange OTGtiuments which are not traded under
the rules of an exchange (although unlisted traabfe securities may be cleared through a
clearing house).

Settlement risk is the risk that a counterpartysdoet deliver the security (or its value) in
accordance with the agreed terms after the othawtegparty has already fulfilled its part of
the agreement to so deliver. Settlement risk irsggavhere different legs of the transaction
settle in different time zones or in different katient systems where netting is not possible.
This risk is particularly acute in foreign exchang@ansactions and currency swap
transactions.

6 Insolvency

The insolvency or default of the firm with whom yate dealing, or of any brokers involved
with your transaction, may lead to positions beliggiidated or closed out without your
consent or, indeed, investments not being retutaggu. There is also insolvency risk in
relation to the investment itself, for example bé tcompany that issued a bond or of the
counterparty to off-exchange derivatives (whereritlerelates to the derivative itself and to
any collateral or margin held by the counterparty).

7 Currency Risk

In respect of any foreign exchange transactionsi@mdactions in derivatives and securities
that are denominated in a currency other thanithatich your account is denominated, a
movement in exchange rates may have a favouralda anfavourable effect on the gain or
loss achieved on such transactions.

The weakening of a country’s currency relative fweachmark currency or the currency of
your portfolio will negatively affect the value an investment denominated in that
currency. Currency valuations are linked to a lidstconomic, social and political factors
and can fluctuate greatly, even during intra-degditrg. Some countries have foreign

exchange controls which may include the suspensidhe ability to exchange or transfer
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currency, or the devaluation of the currency. Hedgian increase or decrease the exposure
to any one currency, but may not eliminate compteexposure to changing currency
values.

8 Interest Rate Risk

Interest rates can rise as well as fall. A riskhwitterest rates is that the relative value of a
security, especially a bond, will worsen due toirsterest rate increase. This could impact
negatively on other products. There are additiomi@rest rate related risks in relation to
floating rate instruments and fixed rate instruregrinterest income on floating rate
instruments cannot be anticipated. Due to varyigréest income, investors are not able to
determine a definite yield of floating rate instremts at the time they purchase them, so that
their return on investment cannot be compared thisth of investments having longer fixed
interest periods. If the terms and conditions ef elevant instruments provide for frequent
interest payment dates, investors are exposecteethvestment risk if market interest rates
decline. That is, investors may reinvest the irgieigcome paid to them only at the relevant
lower interest rates then prevailing.

Changes in market interest rates have a substgrgtabnger impact on the prices of zero
coupon bonds than on the prices of ordinary bomdsilse the discounted issue prices are
substantially below par. If market interest ratasréase, zero coupon bonds can suffer
higher price losses than other bonds having thes saaturity and credit rating.

9 Commodity Risk

The prices of commodities may be volatile, and,eéeample, may fluctuate substantially if
natural disasters or catastrophes, such as huegcéines or earthquakes, affect the supply
or production of such commodities. The prices omowdities may also fluctuate
substantially if conflict or war affects the supmlly production of such commaodities. If any
interest and/or the redemption amount payable spa&t of any product is linked to the
price of a commodity, any change in the price ofhseommodity may result in the
reduction of the amount of interest and/or the mgaleon amount payable. The reduction in
the amount payable on the redemption of an invastmmay result, in some cases, in you
receiving a smaller sum on redemption of a prodluah the amount originally invested in
such product.

10 Regulatory/Legal/Structural Risk
All investments could be exposed to regulatoryaley structural risk.

Returns on all, and particularly new, investmemésad risk from regulatory or legal actions

and changes which can, amongst other issues, thieprofit potential of an investment.

Legal changes could even have the effect thatdqusly acceptable investment becomes
illegal. Changes to related issues such as taxaisayoccur and could have a large impact
on profitability. Such risk is unpredictable ancdha@epend on numerous political, economic
and other factors. For this reason, this risk msager in emerging markets but does apply
everywhere. In emerging markets, there is generalyg government supervision and

regulation of business and industry practices kséxchanges and over-the-counter markets.
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The type of laws and regulations with which investare familiar in the EEA may not exist
in some places, and where they do, may be sulgjeetonsistent or arbitrary application or
interpretation and may be changed with retroacifect. Both the independence of judicial
systems and their immunity from economic, political nationalistic influences remain
largely untested in many countries. Judges andt&dar many countries are generally
inexperienced in the areas of business and cogptaat Companies are exposed to the risk
that legislatures will revise established law splel response to economic or political
pressure or popular discontent. There is no gueeahiat an overseas investor would obtain
a satisfactory remedy in local courts in case tfeach of local laws or regulations or a
dispute over ownership of assets. An investor magy ancounter difficulties in pursuing
legal remedies or in obtaining and enforcing judgteén overseas courts.

In the case of many products, there will be nollegdeneficial interest in the obligations
or securities of the underlying reference entity tagher an investor will have a contractual
relationship with the counterparty only and itshtggwill therefore be limited to contractual
remedies against the counterparty in accordandethd terms of the relevant product.

In all cases the legal terms and conditions ofaalpet may contain provisions which could
operate against your interests. For example, they mermit early redemption or
termination at a time which is unfavourable to youthey may give wide discretion to the
issuer of securities to revise the terms applicablsecurities. In other cases there may be
limits on the amounts in relation to which rightsahing to securities may be exercised and
in the event that you hold too many (or too fewdusiies, your interests may be prejudiced
and should scrutinise these carefully. In some s;abe exercise of rights by others may
impact on your investment. For example, a produchsas a bond or note may contain
provisions for calling meetings of holders of thdsends or notes to consider matters
affecting their interests generally (including ysuand may permit defined majorities to
bind all holders, including holders who did noteati and vote at the relevant meeting and
holders who voted in a manner contrary to the nitgjdfurther, in some cases amendments
may be made to the terms and conditions of bondetas without the consent of any of the
holders in circumstances set out in general caymbtattaching to such bonds or notes.

Operational Risk

Operational risk, such as breakdowns or malfuneigpmof essential systems and controls,
including IT systems, can impact on all financiedqlucts. Business risk, especially the risk
that the business is run incompetently or poorbyld also impact on shareholders of, or
investors in, such a business. Personnel and sajomal changes can severely affect such
risks and, in general, operational risk may noapearent from outside the organisation.

Conflicts

In the ordinary course of their respective busiessshe individual companies defined
above as "JPMorgan”, and any of its or their Asstesi, will be subject to various actual and
potential conflicts of interest which may operagaiast your interests.
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PART IV: TRANSACTION AND SERVICE RISKS

1 Contingent liability investment transactions

Contingent liability investment transactions, whiare margined, require you to make a
series of payments against the purchase pricesaidstf paying the whole purchase price
immediately.

If you trade in futures, contracts for differencgssell options, you may sustain a total loss
of the margin you deposit with your firm to estahlior maintain a position. If the market
moves against you, you may be called upon to pagtantial additional margin at short
notice to maintain the position. If you fail to do within the time required, your position
may be liquidated at a loss and you must be reggerfor the resulting deficit. Even if a
transaction is not margined, it may still carry @bligation to make further payments in
certain circumstances over and above any amoudtvgaén you entered the contract.

2 Collateral

If you deposit collateral as security with a firthe way in which it will be treated will vary
according to the type of transaction and wheresitraded. There could be significant
differences in the treatment of your collateralpeleding on whether you are trading on a
regulated market (see 4 below), with the ruleshat £xchange (and the associated clearing
house) applying, or trading on another exchangeiroreed, off-exchange. Deposited
collateral may lose its identity as your propentg® dealings on your behalf are undertaken.
Even if your dealings should ultimately prove ptalfle, you may not get back the same
assets which you deposited, and may have to apegptent in cash. You should ascertain
from the firm how your collateral will be dealt Wit

2.1 Effect of absolute title transfer
Where your collateral is subject to total titlenséer to us, you should note that:

(@) the assets cease to be your assets and you wdhger have a proprietary
claim over them. They will not be held subjecthe tules of the applicable
regulator in safe custody (where they are finanicisiruments) or subject
to client money protection (where they are caslie @ssets become our
assets and we can deal with them in our own right;

(b) you will have an unsecured contractual claim agdaissfor re-transfer of
equivalent assets; and

(©) as a result, the assets will not be subject tost tr otherwise insulated in
our insolvency. And, in such event, you may notiee back everything so
transferred to us and you will only rank as a gehereditor.

3 Short sales

Selling “short” means to sell financial instrumetttgat you do not own at the time of the
sale. The seller has an obligation to deliver tfuglpct sold at the settlement date which will

generally be a few days later than the trade datée will either go into the market to buy
Risk Disclosures August 2009)
This document is protected by copyright and maybeoteproduced without permission.

15



J.PMorgan

the relevant financial instruments for delivery lar will “borrow” the relevant financial
instruments under a stock lending arrangementifftiner detail on this see 11 below).

Short selling is a technique used by investors whnt to try to profit from the falling price
of a financial instrument. If the price of the fii@al instrument drops after the investor has
sold short (in other words at the time when heuigiig or borrowing the relevant financial
instruments for delivery), the investor will makepaofit. If however the price of the
financial instrument rises after the investor hadd sshort, the investor will have
automatically made a loss, and the loss has trenpalk to get bigger and bigger if the price
of the financial instrument continues to rise beftre investor has gone into the market to
buy or borrow the financial instrument to settle #hort sale.

4 Off-Exchange Transactions

FSA has categorised certain exchanges as recogmiskasignated investment exchanges. A
list of these exchanges can be found on the FSAsiteeblransactions which are traded
elsewhere may be exposed to substantially greates. r

5 Limited liability transactions

Before entering into a limited liability transaatioyou should obtain from the firm a formal
written statement confirming that the extent of ymss liability on each transaction will be
limited to an amount agreed by you before you enterthe transaction.

The amount you can lose in limited liability traosans will be less than in other margined
transactions, which have no predetermined losg.liNgvertheless, even though the extent
of loss will be subject to the agreed limit, youynsaistain the loss in a relatively short time.
Your loss may be limited, but the risk of sustainia total loss to the amount agreed is
substantial.

6 Commissions/Transaction costs

Before you begin to trade, you should obtain detaflall commissions and other charges
for which you must be liable.

When products are purchased or sold, several tyjpiesidental costs (including transaction

fees and commissions) are incurred in additiorh® durrent price of the security. These
incidental costs may significantly reduce or evedwle the profit potential of the products.

For instance, credit institutions as a rule chaingé clients for own commissions which are

either fixed minimum commissions or pro-rata congioss depending on the order value.
To the extent that additional domestic or foreigmties are involved in the execution of an
order, including but not limited to domestic dealer brokers in foreign markets, you must
take into account that you may also be chargedherbrokerage fees, commissions and
other fees and expenses of such parties (thirgl pasts).

In addition to such costs directly related to tliechase of products (direct costs), you must
also take into account any follow-up costs (suchcastody fees). You should inform

yourself about any additional costs incurred inremtion with the purchase, custody or sale
of an investment before investing. The effect ehsaction costs (for example on a new
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issue of securities) may result in the issue pofceuch securities falling below the market
value when trading starts.

7 Suspensions of trading and Grey market investments

Under certain trading conditions it may be diffical impossible to liquidate a position.
This may occur, for example, at times of rapid @nicovement if the price rises or falls in
one trading session to such an extent that unéemtks of the relevant exchange trading is
suspended or restricted. Placing a stop-loss evillenot necessarily limit your losses to the
intended amounts, because market conditions maye tdknpossible to execute such an
order at the stipulated price.

Transactions may be entered into in:

(@) a security whose listing on an exchange is susgkratethe listing of or dealings
in which have been discontinued, or which is sutiigan exchange announcement
suspending or prohibiting dealings; or

(b) a grey market security, which is a security for ethapplication has been made for
listing or admission to dealings on an exchangerwhbe security’s listing or
admission has not yet taken place (otherwise tiegause the application has been
rejected) and the security is not already listecamitted to dealings on another
exchange.

There may be insufficient published informationwhich to base a decision to buy or sell
such securities.

8 Deposited Cash and Property

You should familiarise yourself with the protectioaccorded to you in respect of money or
other property you deposit for domestic and forgrgnsactions, particularly in the event of
a firm insolvency or bankruptcy. The extent to whigou may recover your money or
property may be governed by specific legislationlaral rules. In some jurisdictions,
property, which had been specifically identifiabEyour own, will be pro-rated in the same
manner as cash for purposes of distribution iretrent of a shortfall.

9 Stabilisation

Transactions may be carried out in securities whiggeprice may have been influenced by
measures taken to stabilise it.

Stabilisation enables the market price of a sectoitbe maintained artificially during the
period when a new issue of securities is sold éoptliblic. Stabilisation may affect not only
the price of the new issue but also the price beosecurities relating to it. Regulations
allow stabilisation in order to help counter thetfthat, when a new issue comes on to the
market for the first time, the price can sometirdesp for a time before buyers are found.

Stabilisation is carried out by a 'stabilisationmager' (normally the firm chiefly responsible
for bringing a new issue to market). As long asdtabilising manager follows a strict set of
rules, he is entitled to buy back securities thateapreviously sold to investors or allotted to
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institutions which have decided not to keep thehe &ffect of this may be to keep the price
at a higher level than it would otherwise be dutimg period of stabilisation.

The Stabilisation Rules:
(@) limit the period when a stabilising manager maypitise a new issue;

(b) fix the price at which he may stabilise (in theeca$ shares and warrants but not
bonds); and

(c) require him to disclose that he may be stabilid¥ingnot that he is actually doing
so.

The fact that a new issue or a related securibeisg stabilised should not be taken as any
indication of the level of interest from investon®yr of the price at which they are prepared
to buy the securities.

10 Non-readily realisable investments

Both exchange listed and traded and off-exchangesiments may be non-readily
realisable. These are investments in which the ataik limited or could become so.
Accordingly, it may be difficult to assess their nket value and/or to liquidate your
position.

11  Stock lending/Repo’s

The effect of lending (or repo’ing) securities tthaed party is to transfer title to them to the

borrower (or repo purchaser) for the period thaiytare lent (or repo’ed). At the end of the

period, subject to default of the borrower (or rguochaser), the lender (or repo seller)
receives back securities of the same issuer arel fjpe borrower’s (or repo purchaser’s)

obligation to transfer equivalent securities isused against collateral (which is usually

transferred by a title transfer mechanism purst@ntarket standard agreements). There is,
accordingly, credit risk. Lending (or repo’ing) seities may affect your tax position.

12  Strategies

Particular investment strategies will carry theivroparticular risks. For example, certain
strategies, such as 'spread' position or a 'seadday be as risky as a simple 'long’ or 'short’
position.
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