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TS ES 289 =2 BEXXISA B2 o|HS MSE & ottt
o 7

AREEXIRLS] FAAY BHE S7HA7|1 2 A|Fe| 282 S7HME

SEC| EE: CrYet A|Zdeof Cfsl ot EXIHES HE, FXXIe| HdFd
gAlkls FZEA 7S, AlEe| Halo WEA 2SSt R 5
(Principal protection) 27|20 212°2| 100% =2 O|2| A=l = TF

(Diversification) EXOQl M alZ|2 M20] O{HE A|&EL22A0
of ZatHol F4tol =4
(Access to alternative assets) 2 X}xl, s|X|HE, £3} 59| H|XEX QI X}Ata} Aro|stH
XtebojLt X[~ 52| =8 Soil et £X 80|

(Enhanced Returns) X 22|2t7Z40jA| conventional 0|3 EC} =2 £AE 7|2 X2
(Hedging) F£X}Xxt2| XH4te| £ & =0 tiet sl %
(Market View on the underlying)
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KRX

9l

=

& PZBAELS 7| EXMT} payoff function| EBt Sof Olsf LY oI TX M
=5 ol

Quantity (periodicity) of
payments

Problems to solve
Investor type
Payoff functions

Underlying’s behavior

Derivative role and place in
product’s structure:

Type of Underlying

Product form

Path—dependence upon
underlying asset’s price

Capital protection

Coupon payoff;
Non—-coupon payoff;

Taxation, Leverage, New markets access, Cheap funding source, etc.
Retail investors, Institutional investors Individual investors.
Tracking, Leverage, Basket, Barrier, Floating parameters, Swap, Fixed payoffs.

Growth/Falling;

Lateral movement;

Event Occurrence/non—-occurrence;
High/Low Volatility:

Hedging:
Active usage;

Security, Interest rate, Currency, Index, Commodity, Credit Quality, Volatility.

Deposit; . Security;
Fund; . Private banking

Maturity date valuation;
Underlying’s path valuation;

Full principal protection;
Partial principal protection;




Aok Ol

Equity A single stock, a basket of stocks, ETF, index

Interest Rates LIBOR, swap rates, inflation index

Commodities Metal, grains, oil, a commodity basket, a commodity index
Currencies A single currency, a basket of currencies

@ (Payoff Tt X) 7| X X}+to| threshold level, 77|, knock-in/out barrier, %0
zgtof| ofsl Crst HENQ| payoff 1= MM
- (Auto-callable(AC))
- (Capped Call(CC))
- (Floater(FL))
- (Portfolio Insurance(PI))
- (Protected Tracker(PT)))
- (Reverse Convertible(RC))
- (Uncapped Call(UC)))

=0
o—



. °*EI’£1?_| 27t 2AZEES 7k 2%} AIE2
2Kt ME2 ZjAELez 7|5 E'i' ofL|zt, &F2| Hetet 75 7 Z]
- HCO} Yust EXIXIES2 72fE S 2ujaujel AlF=AEo w2t XA St risk
profile 414
- (RHLYAIR) LSEQ} 22 A A0 AEE A
]

o Ao AN ESIMEHLI SSAM0| ZHT]
. AMZo| EX3IE E3| EX}X}o| ALZ 0|3
H w7} &0|5lH, XtS2l5 Solf ZHlH|E

[EUSIPAS X SIAESEF]
Leverage Products

Leverage products with knock—out
Leverage products without knock—out
Constant leverage Products

Investment Products

Capital Protection
Yield Enhancement Products
Participation Products




XS 0Ae &Ll HSIX| 2t H{H S O] proprietary indices?| AFES St 7| ZXHLHO|
Me| gl
= Proprietary indices= X|AI2 2 E £0|1 Ao HE XIHslsl= So| A B
[0 3tal Sl gl &o] ($bn) [0 ESHA S 2 J|=XH4H ($bn)
800 - w Latin America = Asia Pacific 700 4 mEquities - Rates
F00 4 m Europe m Morth America 500 = EX Other
600 -
500 -
400 -
300 |
200 -
100 - i
ﬂ -

00010203040506 07 080910111213 1415

Source: J. P. Morgan, StructredRetailProducts.com

00010203 04050607 080910111213 1415
Source: J. P. Morgan, StructredRetailProducts.com



o2 EUR 500bn*

‘179 fE2| A0 FXXt0] 2f

*UCITSe| HEHZ EUR 9tnid} H|StH

Foj
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BHCl "

HiZ HEHIS St FRAATZoAMe =

ot
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o

&out A= 2] (EUR bn, million)

700

-t

=]
=

&59

0}

A0 X

[

© u < M «

800

600

400

200

2013 2014 2015 2016 2017

2012

MNMumber of products (rhs)

Outsta nding amounts
X : StructuredRetailProducts.com, ESMA)
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& CHFE22 4E2 FAHO|LL FIIX|+2 7|
23

2 o
=22l '12E 23%0|A ‘173 4% =2 :‘74'6'|-7-|| |§ §|-.
- | RXIAL F7FX|LQ FAIO| B E X}X|
- 201744 TYA, O|E|0L SN 7HE B2 TOHI At LT

[

OH
[AOHRESIAS O THOH=2 ] (Euro bn)  [AMPESIASO I EHOHZS 2] (Euro bn)

B e 20 100
90 I m - F R = o ° 80
] .
| 41% 35% 6% 39%
60 31% 33% [ ) 60
. 40
i a79% 42 4% S0%  45%  51% . I I N 20
0 . .
012 2013 2014 2015 2016 2017 T = 38 2 O 8 35 g
BFX rate Hinterest rate Other , o)
B Commodities Equity index Equity (non-index) W Sales volumes ® Outstanding amounts (rhs)
(£ A StructuredRetailProducts.com, ESMA) (% J‘Hi: StrucfuredRefaiIProdLlcts.com, ESMA)

11



& 7

A

[>12H CH 2 (Investment Products)] (Mio. Euro)

12'000 -

10'000
8'000

6'000

4'000 -

2'000

Austria
Belgium
France
Italy
Netherlands
Sweden

. Switzerland
Germany
Total

i

TH]

i=]
[ =

=]

b

——

764 634
89 47
2'578 1'581
16 33
657 334
1724 1'524
4'195 397
10'177 8211

(=X EUSIPA)

1121
62
1417
20
254
2’606
4'339
10'005

3260
275
8'058
B4
3967
8'013
17'447
41'759

1140 757
48 61
3145 4'147
7 14

150 586
3409 1'932
4'245 3'869
12'320 11534

O t=2tdE2| LA 7t 7t
O Zz|otofl M FLHAHE 7t &

HtS
= O

Xl =hHd
(<]

F

[

oL | | | | | |
2018 02 m 201804 |Total2018 | 2019 Q1 | 201902 JA%2/18!
154 141 186 655 166 168 0 1

-34

|

(=S
et

[

[ 2l T 2 (Leverage Products)] (Mio. Euro)

15'000

10'000

5'000

Austria
Belgium
France
Italy
Netherlands
Sweden

. Switzerland
Germany
Total

25 30
1046 833
3044 2'855
1'516 1247
2781 3'455
1304 1072
5'009 5'136
15’634 14'640

(= X: EUSIPA)
12

40
1'281
3'400
1'463
4190
1'568
5'830
7781

131
4'319
14'381
5'048
14'430
5'534
22'412
67'196

| | | | |
’
Q9 12 9 41 9 9

29 31
1046 974
2'868 2'844
1194 1'065
2440 3'038

962 1167
4'838 4'927
13'386 14'055

0 0
24 7
-7 -7

-28 -1
-30 -1

9 25
-1 2
-2 2z
-10 5
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& SZYE 22 FHEE Zodt=s M E UFE £ oL, o x1F2E Sl
LAH|ES S0|= THO| A0 LT S

[HehAE AN RESAE ABES4(20141)]

HelA(x= 2
SIX swiss
Stuttgartx

Euronext

4
>
X

Luxembourg

Frankfurt*

Nasdag OMS Stockholm
Borsa ltaliana

London

Nasdag OMX Helsingki
Nasadag OMX Copenhagen
Nordic Derivatives Exchange

1,263,421
76,115
490
1,200,249
1,361

122

83

152

31

200

Sales Volume($mil)
19,212
13,999
11,516

7,526
7,000
3,925
3,502
713
671
559
218

13



& 2IIATY EE I7tet §F0 wet Ho|ohX| T, CHM 2 Cr=3f 20| 89

=2 O [ — e =)
ATYETL 1%~3%2 Sl HHH,
J38E

2K} A|ZHOM Of-Of e S7IAZY EE BN =4
Eurostoxx50, DAX, S&P5001} Z2 EEXQl 7| XX}At0]| 7| X3t certificates?| AS
-l =357} 2T E= 0.1~0.3%

Eurostoxx50, Dax, S&P5001} Z2 HEZEXQl 7|XX4ke| HEAZ certificates2| 22
ATYEE HWH 1~2%

MZEAIE 59| HEAF certificates?| S 3~5%

14
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@ (FAlE) BdapEo| x£7|9| Ao XtS2HE MIPEA S
- (Manual) X34 E X7|0| 2= &
- (Single-Issuer Platform(SIP)) A&2| A4k} front-back office
= A|Zta} H| &S Hefolo] 24 X1

- Advisory channel(manual or semi-automated)1} Platform channel(fully automated)

[e]
i)
2l

Advisory channel Platform channel

Theme—based Investment Products Tailor-made Products

More sophisticated Payoffs, requiring advice Simple Payoff

Public distribution/Listed Products Private placements, securitized but not listed
Single product sold to multiple investors Single product for individual client

- (Multi-Issuer Platform(MIP)) best execution= $|ol] multi issuer®} distributors 4
= best execution(F0{Zl HHZHEN M SXIXL7} 7H5 8 £ Mo| ZIE YEE S F)
- dE7 7142 = EXXO A of2{2 1fAHo|, MIPS| R Qo= SHAI|M

« higher comparability, more transparency, diversification and easier way to find
products tailor-made to investors 15



Manual SIP MIP
Production Cost High Low Much Low
Scalability No Yes Yes
Tailor-made offering No Yes Yes
Best execution No No Yes
[=R SIP2 MIP]

OIS Simon SG Markets SMART Derivatives HALO
Launch 2015 2013 2013 2016
Multi-Issuer Yes No Yes Yes
Customization Yes Yes Yes Yes

Most popular Notes

Users

Equity—Linked

43 distribution
networks

Autocallable linked

to equity

private banks,
broker—dealers,

asset managers

Autocallable, reverse

convertible

Private banks, retalil
distributors, asset

managers

Index, basket

Broker—dealers,
other Institutions

16



& s
- 19914 certificates@} notes®| HE 2 L XS}ALE T Ol
Stuttgart TAAHIY A7 LEFIAEZEHCHE Lol E
- 200841 S0 177) FEMOI UHALE QB AUIHER DDV} UL D MK
certificatesA| &HO| 90%E X}X|.
- DDVOj Qo] En =l Xt1= $57bn(2004) = $166.8bn(2007) = $101.8bn(2014)

¢ A
- 20134 DDVE= H| 21 AFE EHMO| 284St fairness code T ¢!
« an issuer estimated value(IEV)2} 22 EHALZ O] X| A /X222 &E HA|=SH
- EYUNAQ ADjREZIME 1H/ZSH A = BaFin, the Federal Financial Supervisory

Authority
. T2 MIFID lIglo] x5l 2 71, 4B £HMS S0

SAXE2E H1ot=E A

17



& A4
- 19914 UBS7} A2 EEY XY E launch
- 20063 SSPA 2!, Swiss Derivative Map, H| A X Ql EXIX}7[0| = &
- 20073 SWX &1} DB7} Scoach established. =2} AQ{A0|AQ] L=} aE 9| MK}
He|E @St Scoach M AHZA =
- 20104 SSPAE= EXIX}C] Knowledge Initiative, 2011 22191 X|AHAE
- HlXl= 2014 Vontobel(24%), Leonteq(17%), Credit Suisse(14%)2| &=

- EMMO|| st S715t= A4 2510 deritrade the MIP of Vontobel2 20124
EE ol 2Bt

« Deritrade SS1E9| HHE2 AQA XM E LY A= 2| 2F 70% XX

¢ A
- wHxio} BINXIE R NS XSG T ERISHES 5t0] H|G 2|23
« (KID/PRIPS) 20| & XIXIE 2|6l key investment document, risk profile and
factors S2 &

18



KRX

@ 2015\ OFA|OFA|ZO| TASIAME WOJZIYS $750bnE 20124 0|2 ¢ 4%0| AEE

J!
FOj ZHel $570bnQlL,

Nikkei2252} &2 F7|X|Lt E210]] HA| =l securitized notesZ} 7}& 2 H|S S X}X|
StH, Z7|42td 4EE =2 H|F XX

(==1) Qualified Domestic Institutional Investor(QDII)0j| 2|slf 20073 7| &£ X} XIS 0|
sie|e] +x2tdEof £XIst7| AlZEHSED 20150 L= Ql 7 E XX A = X} 5| &

- A2 9A0E =451
TS EL| S/t Crgota chefet 7| xpekat M LY

« autocallable step-down notes, dual currency investments, callable step-up
notes, credit-linked notes, fund-linked notesS k= ZXO = X|&.

« private wealth market0| 2012-20143 SO & 16% = 2| HXESIHA
FESMBAITL 4 Aol

19



KRX

OfAlofe] =7t=

& 20151 OFA|OfA|ZtO| RX3}AHE THOf XIS $750bnE 20124 0| A 4%09| MEHE

- (B3) =2EY =38%71 0|F 4%E0| FEH|5to] 20144 Fx3tEEL| HECf=2 $22bn
. E3HHAMZO0| 58%, FAHAHAMZO0| 38% XIX|.
- THZzet DHXATES 2| leveraged bond0f| CiTt £Xf=2 O|H™ S0| F 2|4

F FArdae Sast #Hel

|0

P% EI-[|H x|-o

- (st=) 2003-20144 7|7 SQF H 30%°| A%t
o FIIHA Z7|4zHA (Autocallable Step-down ELS)7} 71% S Q 5t A
o 7|XX4E2 HSCEIRF Eurostoxx50 S9| 2l H|=0|] =& two-stock autocallable

20
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P A, XS] gz 2|0 2fs of

(AE) Target Market2| A} & 9] risk profile, £

(ME) 2% AlE

=
od

=8
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joll

II:_I-

& SRRSO H

(Product Governance) sl X}o}
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pduct Governance

4

Define potential target
markets, considering:

Product
characteristics and
risk profile

Market integrity
and stability

Client needs and
objectives

Client risk profile,
ability to bear
losses, affordability
Client’s knowledge
and understanding

Manufacturer
approval
process

Conduct scenario
analysis and
identify crucial
events

Determine target
market

Check product vs
target market
Determine fee
structure

Identify appropriate
distribution
channels
Determine
frequency of
review

Identify distributors

8t XH/THOf X}= product governanceOjjA =2 6t

Distributor

product approval

= Conduct product

due diligence,

including:

— Scenario
analysis

— Crucial events
monitoring

Conduct

manufacturer due

diligence

[use information

from
manufacturers]

23

KRX

Z=H|0| ™, Target market2 siAlof 2|X]
[MIFID II2 Product Governance]

EHOH A

Distribution
strategy and
target markets

Determine
distribution
strategy for
product
(including)
distribution
channels)
Conduct detailed
target market
assessment to
identify final
target market

[Use information
from
manufacturers]

Product review
process and
monitoring

Implement a
product review and
monitoring process
which includes
collating
information:

= Sales analysis
and product
performance

= (Client feedback
and complaints
log

= Final distribution
strategy
information

= Crucial events
and scenario
analysis



MIFID I1°| |

& TAXI2| o] F

[2&iXtel 2 F]

Category

General

Target
Market

Product
Testing

Manufacturer must

- ensure that the financial instruments it manufactures are designed to meet the needs
of an identified target market of end clients within the relevant category of clients

- ensure that the strategy for distribution of the financial instruments is compatible
with the identified target market

- take reasonable steps to ensure that the financial instrument is distributed to the
identified target market

Identify the potential target market for each financial instrument at a sufficiently
granular level and must;
- specify the type of client for whose needs, characteristics and objectives the
financial instrument is compatible;
- identify any group or groups of client for whose needs, characteristics and
objectives the financial instrument is not compatible

Undertake a scenario analysis of their financial instruments to assess;
- the risk of poor outcomes for end clients posed by the financial instrument; and
- in which circumstances those poor outcomes may occur

24



MIFID 12| 7|

& TjXte| o] F

[EHOHALS] 2 2]

Category

General

Target
Market/
distribution
strategy

A distributor must

- understand the financial instruments it distributes to clients;
- assess the compatibility of the financial instruments with the needs of the clients to

whom it distributes investment services, taking into account the manufacturer’s
identified target market of end clients; and

- ensure that financial instruments are distributed only when this is in the best

interests of the client

- determine the target market for the respective financial instrument, even if

the target market was not identified by the manufacturer.

- identify the target market and their distribution strategy using;

- the information obtained from manufacturers; and
- information they have on their own clients.

25



KRX

=]
& ?g2 EX+YE0| SHY2E SE0|= BE BUSI= CHYet S8 AHESHY Eo

H=HX}, Value-at-Risk(VaR), Expected Shortfall, Semi-variance S 2| AI2E|=
SEITRAE::

Z7fotct CrFst BitHo = ALZo| QS Z 2R
(Deutscher Derivate Verband(DDV)) ZtZto| L x5}
Zd(category 1)0| A E7|X Q1 Z(category 5)77tX] 57429 risk AEL2 &2 &

(Swiss Structured Product Association(SSPA)) ZtZto| L X S}AHE S VaRo|| 7|HIES £1
MM EXteEa ol 6712] risk IF2 2 H&

Risk Class Risk Perception Comparable to
1 Low Money Market, Deposits
2 Moderate Bonds
3 Medium Mixed Portfolio Bonds/Shares
4 Increased Blue Chips
5 High Small/Mid Caps, Emerging Markets
6 Very High Options(Leverage Products)

26



& 22 EX+YE0| stz 50|z HES BEHoI: CIYSt S AHE510] Fe|
- g2 Synthetic Risk and Reward Indicator(SRRI) BtH S A5 2|A3 =7
2 (=)

« expected?} adverse market conditionsE A9t A|L}E|
7702 2|23 FIEH1E|E 2 &/

<Expected Market Condition> <Adverse Market Condition>
AH 5489 X==-d10 2o &2 AEYAHAE

4 (-rI A0 X|) EXpXte| £X12%E 0|70 M| SE|ojoF g

- TR E0 A E Ll HEjo] 2 ¥ oL el o P Y Fat EHo 2 AHA K[X|
°$8 ofH HEH2| -rl*.':*E = x| 0] Of 3}EE1I.

AE &4, 7| =X 28E TYSHE 219, 45 Xt

- AEQ| ZEHHO) Ofs] WM 5 Q=
Hol BEHE LS4 ABHH S8 ax/312,
- Mo B YEATL BT 2647} 10{0k 5O, AL HIO|EIQ| BHAO Ch3t

X E2e

27



& 459 =¥

a2 U EXEXHO| A £ StLtel fdel A
- FEEE MH XA 284E2 7HAE dEsH £EE = A EEet #H
- 8|7t 24 B 2EY S22 571D,
- §&40| SFT 2k A Bt EH ZEERPES
STLYETE HE
- Bl B3 BHolEl Mol 9IX|TH [0SCOE il 28 $48 2x3t AZoz 78
«  With terms and features which are not likely to be understood

by an average customer
*  Which are difficult to value

* Have a very limits or no secondary market

28



KRX

& MIFID II= MIFID I0jl M 3730 9= & AFERT} METZO) O3 FEE
WO} Z3lolRoM, 5| BE Ho= RasH AEe WL} AR 4".; 2| CH &

—

a
- MiFID II= @54, H| &, changes in risk profile, IjAHE0| M7 Sof [z}
complex?} non-complex financial instrumentsE &

- (non-complex instruments)
oM AFE 2 T SHSEX| &= shares, bonds, money-market instruments S& E gt

- (complex instruments) C}22| 4749] 7IH| 12| 2 17!
o HjMALE S LXHSt debt instruments,
- n7Z4o] &S ol|slSt7| o{FA UE= FXE
. IMo| 22150 YHE 0[¢f3}7| OHEE B
structured dep05|t

- 11740| 2OfH| S O[olSt= WS M St= +=& 7HX|1 U=
structured dep05|ts

29



TEIMES SHE2 fldat 2HE XU D e, X|fHez FII5t= 2
- 3ot 4E2| Headline Rate7| =0}X|= A2 HO|H, A5 EXIXIESS SHE o=
T Xj= 236 A2 2 Ao 2 Bro| M| 23otCH= Z1}(Celerier & Vallee(2017))
- D 2387t Aol dEe| SHdES FMAMTICE 93 EL
& 4E9 SE/dof Eot ATEH X[5E ME= A2 of2{2 1A

Dimension
Primary Feature
Initial Subsidy

Downside Modulation

Upside Modulation

Path Dependence

Exotic Condition

Early Redemption

Features
Call, Put, Spread, Pure Income, Digital, Floater, Others
Discount, Guaranteed Rate, Bonus

Best of Option, Worst of Option, Himalaya, Kilimanjaro,
Rainbow, Reverse Convertible, Precipice

Cap, Fixed Upside, Flip Flop

Cliquet, Asian Option, Parisian Option, Averaging, Delay,
Catch-up, Lookback

American Option, Range, Target, Moving Strike, Bunch,
Podium, Annapurna

Knockout, Callable, Putable

U



4 Auto-callable1} Protected tracker= C}2 X|Z 3 =0j H|sl| E%Est £

[L0PESHAE ALI2I29 XI(ZYA)]

800
700
600
500
400
300
200
100

0
2005 2007 2009

Average string length

(ZX: ESMA)

2011 2013 2015 2017
Average estimated number of scenarios

3.5
3
2.5
2
1.5
1
0.5
0

=

[MEEE
45
4.0
3.5
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- transparency of underlying

- scenario transparency

- risk transparency: credit risk, market risk
- cost transparency

- valuation transparency
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| Yield on Fair value | mm | Total Cost | == | client Yield
I Issuer Cost I I Distributor Cost I
Pricing Pricing Model Product Issuer Quality
Funding Selection Market Info/research
Hedging Price discovery
Margin Client Advice | Advice & Risk disclosure
Issuance | Issuance/Listing Suitability checks
Documentation Sales restrictions
Settlement | Expires & redemption Execution & Best Execution
Corporation Action Client Booking | Settlement & Booking
Life Cycle Corporate Actions
Coupon Payments
Redemptions
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= J}
Austria
France
Germany
Italy
Netherlands
Sweden
Switzerland
Belgium
UK

Zertifikate Forum Austria(ZFA)

Assiciation Francaise des produits d'investissement de detail et de bourse(AFPDB)
Deutscher Derivate Verband(DDV)

Associazione ltaliana Certificati e prodotti di investimento(ACEPI)

Netherlands Structured Investment Products Association(NEDSIPA)

Swedish exchange-traded investment products association(SETIPA)

Swiss Structured Products Association(SSPA)

Belgian Structured Investment Products Association(BELSIPA)

United Kingdom Structured Products Association(UKSPA)
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