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Infroduction

This Combined Financial Services Guide (“FSG"”) and Product Disclosure Statement (“PDS") is collectively
referred to as “Combined FSG & PDS” unless specified otherwise. This document was prepared by the
issuer, Corporate Alliance Group Pty Ltd T/A Corporate Alliance FX (“CAFX"), herein also referred to as
“we", "us”, "our". This Combined FSG & PDS may also be distributed by Corporate Aliance Payments Pty
Ltd (CAPAY) and CAFX's Authorised Representatives (CARs) - they are also authorised to offer and provide
the financial services and products for and on behalf of CAFX As such, you may receive this Combined
FSG and PDS from CAPAY or any of our CARs, name of which will appear on the front cover of this
Combined FSG and PDS.

"o
’

References to “you” or *your” throughout this Combined FSG & PDS means the party entering into a
foreign exchange contract with us.

This Combined FSG & PDS contains important information that is intended to assist you to decide whether
the financial services and products we offer are appropriate for you. You should read it before acquiring
our financial products or engaging our services.

The information in this Combined FSG & PDS is current as at the date of issue and may be updated
periodically. We may issue a supplement or replacement PDS as a result of certain changes, which will be
available free of charge upon request or by accessing it from our website at www.corporatealliance.com.

The aforementioned paragraphs are considered to be included in Part 1.

This Combined FSG & PDS has been prepared for both Retail and Wholesale clients, and comes in 4 parts:

e  Part 1: General Information — Combined Financial Services Guide (FSG) & Product Disclosure
Statement (PDS) for Retail and Wholesale Clients.

e  Part 2: Financial Services Guide (FSG) for Retail and Wholesale Clients

e  Part 3: Product Disclosure Statement (PDS) - Foreign Exchange (“FX") Contracts for Retail and
Wholesale Clients

e  Part 4: Product Disclosure Statement (PDS) - Foreign Exchange (“FX”) Contracts / Derivatives for
Wholesale Clients

If you are a Retail Client, you must read Parts 1, 2 and 3 in its entirety. Part 1 contains information applicable
to both the FSG and the PDS.

We may provide communications including this Combined FSG & PDS under the Corporations Act 2001
(Cth) (together, Relevant Communications), by making them available to you through electronic means,
such as via our website, email, or another nominated electronic means. You may elect not to receive this
Combined FSG & PDS electronically at any time by contacting us using our contact details below.

We have prepared a Target Market Determination (“TMD") document that you can access from our
website. A copy can also be provided to you upon request, free of charge. The TMD explains who a
financial product is suitable for and how we distribute it.

Combined FSG & PDS Version 1.0 - 02 April 2026
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How to Contact Us

You can contact our office at any time by any of the means listed below:

Mail Corporate Alliance FX (CAFX)
Level 22, 8 Chifley Square, Sydney NSW Australia 2000

Email (General) info@corporatealliance.com
Email (Support) support@corporatealliance.com
Phone (02) 9006 8888
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Part 1: General Information - Combined Financial
Services Guide (FSG) & Product Disclosure Statement
(PDS) for Retail and Wholesale Clients

Note: Information in this Part 1 applies to the FSG and PDS Parts unless indicated otherwise.

1. Use of Examples

Examples contained in this PDS are for illustrative purposes only and do not necessarily reflect
current or future market prices, nor the prices that we may apply to your transaction.

2, Applicable Laws

CAFX isregulated by the Australian Securities & Investments Commission (ASIC) and must comply
with applicable provisions of the Corporations Act 2001 (Cth) and its regulations. In addition, CAFX is
subject to the following Australian laws:

2.1 Privacy

CAFX is subject to privacy laws. By entering info the CAFX — CAPAY Terms and Conditions
(Agreement), you consent to us disclosing your Personal Information (as defined in the Privacy Act
1988 (Cth)) in accordance with our Privacy Policy (available on our website at

www.corporateadlliance.com/privacy-policy-au.

2.2 Privacy Statement

We are committed to protecting your privacy. We collect personal information from you and,
where required, from other lawful sources, to process your application. The information we collect is
primarily used to process your application and to comply with laws and regulations aimed at
preventing money laundering, terrorism financing, or other criminal activity.

We have systems and processes in place to safeguard your personal information against
unauthorised use or disclosure.

Subject to applicable laws:

. We may obtain information about any beneficial owner of an interest in your agreement with
us.

. We may disclose your personal information fo our related bodies corporate, associates,
service providers, or relevant regulatory and/or law enforcement agencies.

. We may disclose your personal information to entities outside Australia, including our service
providers located overseas.

. We may send you information about other services or products that we believe may be of
interest to you.
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By using our products and services, you agree to these disclosures. If you have any concerns or
would like to view a copy of our Privacy Policy, you may download it from our website at
www.corporatealliance.com/privacy-policy-au or contact us directly.

23 Anti-Money Laundering & Counter-Terrorism Financing (AML/CTF)

We are required to comply with the Anti-Money Laundering and Counter Terrorism Financing Act
2006 and the associated rules and regulations (*AML/CTF Laws”) that requires us to establish your
identity and if relevant, the identity of other persons associated with your Account.

In certain circumstances, we may not be able to transact with you or other persons associated with
your Account where you do not provide us with the required information or documents and where
it is reasonable for us to form a view that the tfransaction may be used in connection with llegal
Activities or suspected llegal activities. If this occurs, we are not liable to you for any indirect or
consequential losses.

3. Opening An Account with Us — Transacting with Us

To enfer into an FX Transaction with CAFX, you will need to firstly open an Account and will be
required to complete and sign the Account Application Form, under which you agree fo be bound
by the CAFX - CAPAY Terms and Conditions (Agreement).

We will provide you with our Account Application Form to establish a relationship with us. If you wish
fo proceed, you will need to complete and return a signed copy of the Account Application Form,
which incorporates the CAFX - CAPAY Terms and Conditions (Agreement) and sets out your rights
and obligations. You will then be bound by the CAFX - CAPAY Terms and Conditions (Agreement).

3.1 CAFX - CAPAY Terms and Conditions (Agreement)

The CAFX - CAPAY Terms and Conditions (Agreement) is an important legal document containing
the terms and conditions which govern our relationship with you. While our CAFX — CAPAY Terms
and Conditions (Agreement), is a combined Agreement for CAFX and CAPAY, you will not be
bound by the terms and conditions relating to CAPAY is you are only a CAFX Client.

We recommend that you consider seeking independent legal advice before entfering into the
CAFX - CAPAY Terms and Conditions (Agreement), as the terms and conditions detailed therein are
important and affect your dealings with us.

3.2 Transaction Instructions and Confirmation

Where agreed, we accept order instructions in any of the following ways:
. accessing our frading platform made available on our website;

. by telephone (calls may be recorded); and/or

. in writing (including electronically, such as email).

It is your responsibility to confirm that any order instructions you provide to us have been received.
You must immediately noftify us in writing if a fransaction appears not fo have been processed.
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You indemnify us for any loss, damage, or liability arising from any unprocessed transaction, and
you waive any right fo claim damages in the event of a fransaction failure, delay, or partial
processing. Essentially, all fransactions are undertaken at your own risk, and we are nof liable for
any consequential delays or losses suffered by you or your Beneficiary.

3.2.1 Providing Instructions by Phone

When providing instructions by telephone, you will need to provide us with adequate
identification information.

3.2.2 Timing of Transactions

There are many reasons why a Transaction may not occur within a timeframe you require,
particularly because overseas remittances rely on counterparties and third parties in foreign
jurisdictions.

It is your responsibility to notify us in writing if a Transaction must be completed by a specific
fime. This allows us to inform you whether your timeframe is achievable and provide an
estimated completion fime.

We provide no guarantee regarding the timing of Transactions. Any consequential loss
arising from a delayed, failed, or unprocessed transaction remains at your risk, and you
acknowledge that by using our services, you waive any claim against us and indemnify us
for such losses.

3.2.3 Order Confirmations

You are required to review all order confirmations we provide fo ensure accuracy. Any
discrepancies must be reported to us immediately. If you have questions about your
confirmations, please contact us at (02) 9006 8888.

3.2.4 Closing Out or Altering Contracts

If you wish to close out or alter a foreign exchange contract, we are under no obligation to
agree to such arequest.

Where we do agree to a close-out or alteration, it may be subject to payment of any
expenses incurred and/or any loss arising from the Exchange Rate at the time of closure or
alteration.

4. How We Handle Your Money

Any money that you deposit with us will be segregated and held in trust in accordance with the
requirements of the Corporations Act; however, we cannot provide you with absolute protection of
your money in all circumstances.
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5. Taxation Considerations

Using our Products can create tax implications. Generally, if you make a gain attributable to a
foreign currency Exchange Rate fluctuation, then that part of the gain is included in your assessable
income. Conversely, if you make a loss attributable to a foreign currency Exchange Rate
fluctuation, then that part of the loss is deducted from your assessable income. However, the
taxation laws are complex and vary depending on your personal circumstances and the purpose
of your Transactions. Accordingly, CAFX recommends that you discuss any taxation questions you
may have with your tax adviser before using our Products or services.

6. Remuneration and Other Benefits Received

Our employees are remunerated by way of salary. Some sales employees may also receive
commissions based upon a percentage split of the revenue earned, as well as their overall
performance. Our Authorised Representatives may also receive a commission based upon a
percentage split of the revenue earned. These arrangements may give rise to potential conflict of
interest. We have policies and controls in place to manage such risk, including regularly reviewing
and assessing our remuneration arrangements to ensure they are fair, reasonable, and do not
conflict with our obligation to act in your best interests.

6.1 Referral Benefits

You may have been referred to us by a third party (that may include our related party) or service
provider who may receive financial or non-financial benefits from us. Please note that such benefits
will not impact Transaction fees, the rate you will be offered or Deposits or Instalments payable for
financial Products or Services undertaken with us.

7. Disclosure of Any Relevant Conflicts of Interest

Save for the relationships or associations disclosed herein, we do not have any relationship which
might potentially influence us in the provision of Services to you. However, we may share fees and
charges with associates or other third- parties or receive remunerations from them with respect to
your dealings with us.

8. Making A Complaint

We manage complaints in accordance with our Complaints Handling Policy. Our Policy requires
complaints fo be investigated and handled properly and promptly. We will provide a written
resolution to your complaint within 30 days of receipt unless more time is required, in which case we
will provide you with information as to why we require more fime.

If you wish fo make a complaint, please complete the Contact Us form available on our website, or
contact us using one of the methods below:

Mail Privacy and Complaints Officer
Level 22, 8 Chifley Square, Sydney NSW Australia 2000
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Telephone (02) 9006 8888

Emaill feedback@corporatealliance.com

If you are dissatisfied with the outcome, you may lodge a complaint with the Australian Financial
Complaints Authority (AFCA). AFCA’s contract information is set out below:

Mail Australian Financial Complaints Authority
GPO Box 3, Melbourne VIC 3001.

Telephone 1800 931 678

Facsimile +613 9613 6399

Email info@afca.org.au

Website www.afca.org.au

Time limits may apply to complain fo AFCA and so you should act prompftly or otherwise consult the
AFCA website to find out if or when the time limit relevant to your circumstances expires.

If you are sfill dissatisfied with the outcome, you can also contact the Australian Securities and

Investments Commission (ASIC) on +61 3 5177 3988 or 1300 300 630. The 1300 number is a free
Infoline that you may use to make a complaint and obtain information about your rights.

9. No Cooling-off

There is no cooling off period regime that applies to any of the Products described in in this
Combined FSG & PDS. You are, therefore, bound by the terms of an FX Confract when you enter
info it, despite the fact that settlement may occur at a later date.

10. General Terms and Interpretations

In this Combined FSG & PDS, unless the context otherwise requires, words capitalised words will be
interpreted in accordance with the following definitions assigned respectively.

Combined FSG & PDS Version 1.0 - 02 April 2026
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Account Application Form means jointly and severally, the Account Application Form and
Wholesale Client Questionnaire which Client completes and submits fo CAFX for the purposes of
using the Services.

Account means the account established by CAFX for you under this Combined FSG & PDS and the
CAFX - CAPAY Terms and Conditions (Agreement) to receive the Services.

ASIC means Australian Securities and Investments Commission.
AUD means Australian Dollar.

Beneficiary Account means the account owned by the corresponding Beneficiary to which you
deposit your funds.

Beneficiary means you or any payee designated by you.

Business Day means a day on which commercial banks are open for ordinary banking business
(including dealings in foreign exchange) in the places specified by CAFX for that purpose
(generally including the jurisdiction in which an Order was initiated and the one in which such an
Instruction is executed).

CAFX - CAPAY Terms and Conditions (Agreement) means the Terms & Conditions issued by CAFX
and CAPAY as updated from time to time.

Call Option means an option whereby you have the right but not the obligation to buy the
nominated currency. For example, an Australian exporter may enter into an AUD Call/USD Put. This
means you have the right to exchange USD for AUD (sell USD and buy AUD).

Client means the person, body corporate, firm, partnership, joint venture, sole trader or other
business entity requesting the Services and defined in the Account Application Form together with
its subsidiaries, affiliates, successors and/or assigns, as well as its officers, directors, employees and
agents.

Combined FSG & PDS means this Combined Financial Services Guide & Product Disclosure
Statement for Retail and Wholesale Clients as amended from fime to time.

Corporations Act means the Corporations Act 2001 (Cth).

Exchange Rate is the value of one currency for the purpose of conversion to another.

Expiration Date means the date on which an Option Contract expires.

Expiration Time means the last time at which CAFX will accept a notice of exercise, which shall be
3:00 pm (Tokyo Time) on the Expiration Date, unless otherwise stated in the applicable Transaction
Confirmation Advice.

Forward Contract means a legally binding agreement in which you agree to purchase from or sell
to CAFX a specific amount of funds in one currency and fo settle, on an agreed future date, in a

specific amount of funds in another currency or to purchase a non-delivery Forward Contract.

Forward Exchange Rate is the currency rate af which CAFX agrees to exchange one currency for
another at a future date when it enters into a Forward Contract.

Forward Points means the difference between the Exchange Rates of a Spot Contract and foreign
exchange contracts of other Value Dates - calculated using the interbank interest rates of the
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currencies involved in the Transaction. Forward points can be negative or positive depending on
those prevailing interbank interest rates.

In-the-Money or ITM means for the purposes of Options, where the current market value of the
Option Conftract is positive. Knock-In Barrier is the pre-defined upper limit of a Structured Option,
which if the Spot Rate reaches it, will require you to trade at the Protection Rate.

Knock-In Structured Option Contracts are Structured Option set out in this Combined FSG & PDS
which include a Knock-in Barrier.

Knock-Out Barrier is the pre-defined lower limit of a FX Structured Option, which if the Spot Rate
reaches it, will automatically terminate the FX Structured Option.

Notional Amount means the AUD or foreign curency amount to be bought or sold pursuant to a
Transaction.

Option Contract means a legally binding agreement in which you are given the right, but not the
obligation, to buy or sell a specified amount of funds in one currency at a set price on or within a
specified time from CAFX, subject to any other terms documented in the Transaction Confirmation
Advice.

Out-of-the-Money or OTM means for the purposes of Options, where the current market value of the
Option Contract is negative.

Partial Participation is the ability to participate in Exchange Rate movements for a predetermined
portion of the total volume of currency traded.

Premium means the amount payable by you to CAFX on Premium payment date for an Option
Contract. The Premium is determined by CAFX in its sole discretion and in some cases may be nil.

Products means any foreign exchange confracts, derivative contracts and non-cash payment
products offered by CAFX at any given fime under this Combined FSG & PDS.

Protection Rate means the pre-defined worst case Exchange Rate in respect of a Structured Option
at which you will be entitled to trade.

Put Option means an option whereby you have the right but not the obligation to sell the
nominated currency. For example, an Australian importer may enter into an AUD Call/USD Put. This
means you have the right to exchange AUD for USD (sell AUD and buy USD).

Retail Client means a person or entity who does not meet the definition of a Wholesale Client under
section 761G of the Corporations Act 2001 (Cth), and who is therefore classified as a retail client for
the purposes of the Act.

Services means CAFX's provision of various foreign exchange, settflement and delivery Products and
services, including without limitation, an electronic transaction platform, hedging services and any
other payment solutions if and so offered by CAFX.

Settlement Date means the date you wish to exchange the two currencies you bought or sold. It is
the date specified as such in the Transaction Confirmation Advice.

Settlement means the total amount, including the cost of currency acquisition as well as any fees
and charges you owe to CAFX, less a Partial Prepayment and or Additional Payment held by CAFX.
If Settlement is paid to CAFX electronically, you agree that Settlement shall not be recallable by you
without CAFX’s prior written consent.
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Spot Contract means a foreign exchange contract where the exchange of two (2) currencies is to
occur two (2) Business Days from the date it is entered.

Spot Rate means at any time, the Exchange Rate determined and quoted by us for settflement in
two Business Days from the date of quotation.

Trade Date means the date a Transaction is entered into by you and us.

Transaction Confirmation Advice means a document issued by CAFX setting out material details of
a Transaction.

Transaction means a legally binding agreement between Client and CAFX to effect a foreign
exchange Transaction which includes, but is not limited to, a Spot Contract, a Forward Contract, or

an Option Contracts contract, in accordance with the Client’s instructions.

Trigger means the barriers attached to the options, usually are in the forms of Knock-in Barrier or
Knock-out Barrier.

USD means United States Dollar.
Value Today or Value TOD is where the Seftlement Date and the value date are the same day.
Value Tomorrow or Value TOM means the Settlement Date is one Business Day after the value date.

We, Our, Us, or CAFX means Corporate Alliance Group Pty Ltd T/A Corporate Alliance FX (CAFX)
(ABN 58 167 119 226).

Wholesale Client a person or entity who meets the definition of a wholesale client as defined in the
Corporations Act and who is not a Retail Client by virtue of section 761G of the Corporations Act.

You or Your means the Client.

Unless the contrary indication appears, words implying the singular include the plural and vice versa
and words implying one gender also include all genders.
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Part 2: Financial Services Guide (FSG) for Retail and
Wholesale Clients

1. Purpose and Contents of This FSG

This FSG contains important information about the financial Services provided to you by Corporate
Alliance Group Pty Ltd T/A CAFX (refemred to in this document as “CAFX” "we", *us"”, *our”). This FSG
is designed to assist clients (also referred to in this document as *you”, "your”) in deciding whether

to use the financial Services we offer.

Information in this FSG is general information only — it does not consider your personal financial
objectives, situations or needs. You should read this FSG together with Part 3 — Product Disclosure
Statement (PDS) — Foreign Exchange Contracts for Retail and Wholesale Clients, and Part 4 -
Product Disclosure Statement (PDS) — Foreign Exchange Contracts / Derivatives for Wholesale
Clients and consider seeking independent advice before entering into our FX Product Transaction.

2. Who We Are

We are a non-bank financial Services provider regulated by the Australian Securities and
Investments Commission (ASIC) as an Australian Financial Services Licensee (“AFS Licensee”). We
specialise in, among others, global electronic transfer of funds, foreign exchange confracts and
derivative Products. We are also registered with the Australian Transaction Reports and Analysis
Centre (AUSTRAC) as a Reporting Entity and as an Independent Remittance Services Provider in
respect of our foreign exchange remittance services business.

3. Product Disclosure Statement

You will find information about our financial Products in Part 3 — Product Disclosure Statement (PDS)
for Retail and Wholesale Clients, and Part 4 - Product Disclosure Statement (PDS) — Foreign
Exchange Conftracts / Derivatives for Wholesale Clients. The PDS is an important part of this
Combined FSG & PDS. It contains information about the features, benefits, risks, fees and charges, if
any, that may be associated with our financial Product to assist you in deciding whether to acquire
the financial Product.

4. Financial Products and Services We Provide

As an AFS Licensee, we are authorised to:

. provide general financial Product advice to Retail and Wholesale Clients and deal in non-
cash payment (NCP) Products and foreign exchange contracts for those types of clients;

. provide personal and general financial product advice and deal in derivatives in relation to
Wholesale Clients;

. make a market to retail and Wholesale Clients in respect of foreign exchange contracts; and
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. make a market to Wholesale Clients in respect of derivatives.

CAFX specialises in providing foreign currency dealing Services to both retail and Wholesale

Clients who wish to buy and/or sell foreign currencies. That is, CAFX offers its clients the facility to buy
and/or sell foreign currency at predetermined prices using “spot” and “forward” contracts (foreign
exchange confracts).

CAFX also offers Wholesale Clients Option Contracts in foreign exchange (“Options”). These Options
are derivatives and they give the buyer of the contract the right (but not the obligation) to buy or
sell a currency at a pre-agreed Exchange Rate on a predetermined date in the future. For further
information about this Product, please refer to Part 4 — Product Disclosure Statement (PDS) - Foreign
Exchange (“FX") Confracts / Derivatives for Wholesale Clients.

5. Advice We Provide

We will give you advice to assist you in understanding our Products and Services. Please note that
any advice we give is based on factual information or general advice only. This means that when
we give you advice, we will not take into account your personal objectives, financial situation, or
needs. You should seek independent financial, legal, and/or taxation advice before making a
decision to avail of our Products and Services.

6. How You Can Instruct Us

Where agreed, we accept order instructions in any of the following ways:
. through the CAFX online trading platform
. by telephone (calls may be recorded) ; and/or

. in writing (including electronically, such as email)

7. Who We Act For

When we or our Authorised Representatives tfransact with you, we act as principal and issuer of the
financial Products. This means, we are acting on our own behalf when we provide the Services, not
on your behalf.

8. Conflict Management and Our Relationship with Others

We may occasionally offer you Products issued by our associates or related entities. We have a
Conflict of Interest Policy that aims to manage conflicts of interest that may arise between us and
third parties to ensure that your best interests always remain a priority.
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9. Compensation Arrangements

We are covered by a professional indemnity insurance policy (“Pl Policy”) in accordance with the
requirements of section 912B of the Corporations Act 2001 to pay customer claims arising out of any
professional negligence on our part, subject to the terms and exclusions of the PI Policy. Similarly, we
require our Authorised Representatives to also have a Pl Policy to cover claims that may be made
directly against them.
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Part 3: Product Disclosure Statement (PDS) - Foreign
Exchange (“FX”) Contracts for Retail and Wholesale
Clients

1. Purpose of This PDS

This PDS provides both retail and Wholesale Clients with the information about our financial Products
such as Non-cash Payment Facilities (“Payment Services”) and Foreign Exchange (“FX”) contracts
to help you decide whether the financial Products in this PDS meets your requirements. If you
decide to enter intfo an FX Transaction with us, you should keep a copy of this PDS and all other
documents related to your FX Transaction for future reference.

2. No Personal Advice

The information contained in this PDS is general information only and does not constitute a
recommendation, advice, or opinion. It does not take into account your individual objectives,
financial situation, needs or circumstances.

3. Australian Distribution Only

This PDS, and any invitation to apply for an FX Transaction that this PDS relates to, is intended for
distribution in Australia only. Distribution of this PDS in jurisdictions outside Australia may be restricted
by low and persons who come info possession of it who are not in Australia should seek advice on
and observe any such restrictions. This PDS does not constitute an offer or invitation in any place in
which, or to any person to whom, it would not be lawful fo make such an offer or invitation.

4. Financial Products We Offer to Retail Clients

CAFX offers the following financial Products to Retail Clients:

. Non-Cash Payments — Payment Service
. FX SPOT (including Value TODAY and Value TOMORROW)

. FX FORWARD

5. Fees and Other Costs

These fees and costs also applies to the financial Products in Part 4. CAFX will derive a financial
benefit in respect of the Transactions by incorporating a margin into the relevant Exchange Rate it
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quotes. Because CAFX deals with you as principal, the Exchange Rate offered to you may not be
the same as the ratfe it obtains itself.

The rate offered to you may depend upon a number of factors including transaction size, ferm of
the Product, our business relationship with you, the prevailing market rates and the differing interest
rates applicable to the currency pair involved in the Transaction. Details of fees and costs will be
disclosed to you prior to receiving any advice or entering into a Transaction.

You will not be charged any establishment fees or commissions in connection with Transactions
which you enter into with us. However, other fees or charges may apply, and you will need to take
them into account when deciding whether to enter a Transaction with us.

i) Transaction Fees

CAFX does not charge Transaction fees except for Transactions under AUD 2,000.00 (or foreign
currency equivalent). We charge a fixed fee of up to AUD 50.00 depending on the
Transaction. Additionally, if applicable, we may also charge up to AUD 10.00 as a dishonoured
cheque fee, a telegraphic transfer fee up to AUD 15.00, and an express delivery fee up to
AUD 25.00. If such fee is payable, it will be added to the total amount you are required to
settle. We will disclose to you details of all fees and costs prior to providing you with any
advice or before you enter into a Transaction with us.

ii) Third Party Fees

CAFX does not charge you additional third-party tfransaction fees. They are built into our
margin. However, in some cases, the infermediary financial institutions CAFX uses to process
payments may deduct fransaction fees that CAFX has not anticipated. Therefore, you may
find in some cases that the fotal amount you expect to receive in your Benefic is slightly less
because such fees have been deducted. CAFX will fry to advise you of these additional fees,
if aware of them.

i)  Other Fees

You will be obligated to pay, unless specifically waived by CAFX, the fees related to payment
recalls, providing invalid wire instructions; CAFX may also pass on the cost of contfract
extension to you if CAFX gets charged with the extension cost.

6. Risk Warning

You must assess whether any FX Contract is suitable for you having regard to your objectives,
personal circumstances, and requirements. You should not undertake FX Transactions unless you
have a proper understanding of the nature of FX Products and the associated risks. We encourage
you to obtain independent financial, legal, taxation, or other professional advice prior to entering
info an FX contract to ensure that you make an informed decision.

7. Significant Risks of FX Contracts

Foreign exchange instruments such as FX Spot Contracts and FX Forward Contracts comprise an
important risk management tool for those who manage foreign currency exposures.
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Whilst there are numerous hedging and certainty benefits for those with foreign exposures to
manage in the course of their business activities, foreign exchange instruments and Transactions
entail a number of significant risks and are not suitable for all. You should seek prior independent
advice and consider carefully whether frading in foreign exchange instruments is appropriate in
terms of your experience, your financial objectives, needs and circumstances.

Some of the risks involved in trading foreign exchange instruments such as FX Spot Transactions and
FX Forward Contracts, include the following:

71 Market Risk

In certain with market conditions, the prices of our Products may be volatile and fluctuate rapidly
over wide ranges. Price fluctuations may occur as a result of uncontrollable events or changesin a
variety of conditions such as, but not limited to, changing supply and demand relationships,
governmental, agricultural, commercial and frade programs and policies, nafional and
intfernational political and economic events and the prevailing sentfiment and volatility in the
marketplace. Given the potential levels of volatility in the financial markets, it is therefore
recommended that you closely monitor your positions with CAFX at all times, as we reserve the right
to require an Additional Margin Deposit for FX Forward Contracts if you have open Transactions.

7.2 Settlement and Counterparty Risk

When you enter info a Transaction with any business, you are reliant on the ability of that business to
meet its contractual obligations to you. In this regard your relationship with CAFX is no different.
Similarly, in certain circumstances, a business may be reliant upon the customer’s ability to meet his
or her contractual obligations to it. In the financial industry this type risk is sometimes referred fo as
‘settlement risk’.

In order to reduce your exposure to us, in each Transaction we enter info a hedging Transaction
with one of our liquidity providers and/or counterparties as soon as you enter into a Transaction (this
is known as back to back hedging). Therefore, the risk to you in relation to an Exchange Rate
movement is mitigated save for the unlikely event of a default on the part of the aforementioned
counter-party. The counter-parties we transact with are presently large banks or widely used foreign
exchange liquidity providers. As commercial and/or operational circumstances dictate we may,
without notice or disclosure to you, change some or all of our liquidity providers and/or banks. Such
change(s) may pertain to some or all classes of the financial Products offered by us from time-to-
fime.

7.3 Regulatory Risk
Changes in taxation and other laws, government, fiscal, monetary and regulatory policies in
Australia or overseas may have a material adverse effect on your dealings in our Products. CAFX is
regulated by ASIC and AUSTRAC.

7.4 Operational Risk
Operationalrisk is the risk of loss resulting from inadequate or failed internal processes, people or
systems, or external events. Disruptions in our processing may lead to delays in the execution and

Settlement of your Transaction.

We have Professional Indemnity Insurance in place which covers the work performed by our
representatives and employees.

7.5 Risk Associated with Payment Products
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It should be noted that, due to the nature of international payments systems, the delivery of
payment Products may, on rare occasions can be the subject of delays outside of our control. Such
delays can be caused by a number of issues; some of which may include counterparties in foreign
jurisdictions and/or the intervention of foreign regulators in relation to the specific Transaction or the
market generally. In such circumstances we will take all reasonable actions to procure the
completion of the delivery of the payment Product. However, you shall assume the risk associated
with such delay and shall waive any claim against us for any such damage and further indemnify us
as to any claim by a third- party who deals with you that was adversely affected by the delay.

8. Significant Benefits of Our FX Products

The benefits of using our FX Products include, but are not limited to:

. Manage Voldtility: CAFX offers Products that manage the risk that Exchange Rates may move
in an adverse direction.

. Exchange Rate certainty: Locking in a certain Exchange Rate for the purchase or sale of
foreign currency amounts will reduce or eliminate Exchange Rate uncertainty and provide
cash flow certainty. This can provide you with protection against negative foreign exchange
movements between the time that you deal and the Settlement Date. This may also assist you
in managing your cash flow by eliminating the uncertainty associated with Exchange Rate
fluctuations for the certainty of a specified cash flow.

. Diversity: Our Products cover a wide range of currencies.

. Tailored Flexibility: Unlike exchange traded Products, our OTC Products are not standardised
and can be tailored to suit your requirements.

9. Our Products for Retail and Wholesale Clients

9.1 Payment Service - Non-Cash Payment Facility
We offer Payment Services (Non-Cash Payment Facility) to facilitate the offshore payment of
foreign currencies via electronic means.
9.2 FX Contracts
We buy and sell foreign currency using the following FX Contracts:
. FX SPOT (including Value TODAY and Value TOMORROW)
. FX FORWARD

Our FX Products are designed to assist individuals and entities with foreign exchange requirements
by enabling them to:

. make or receive payments in foreign currencies for goods or services,
. convert funds between currencies,

. manage exposure to foreign currency risk, and
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. safeguard funds against unfavourable Exchange Rate movements.

They allow future currency risks to be hedged and provide greater certainty regarding foreign
Exchange Rates and exposures.

9.2.1 FX Spot Contract

An FX Spot Contract is a type of foreign exchange contract that exchanges one currency
for another at a specified and agreed Exchange Rate (the Spot Rate) generally two (2)
Business Days after the Trade Date.

a) FXSPOT- Value TODAY Contracts

An FX SPOT — TODAY (“TOD") Contract exchanges one currency for another at a
specified and agreed Exchange Rate for a Settlement Date the same day as the
Trade Date. The Exchange Rates quoted by CAFX are determined by adjusting the
Spot Rate by Forward Points.

By entering info a TOD Confract, you could remove the uncertainty of Exchange Rate
movements for the day. In exchange for this certainty, you would lose the opportunity
to take advantage of any favourable Exchange Rate movements between the time
of booking the Transaction until the time you have had your Transaction executed.

b) FX SPOT - Value TOMORROW Contracts

An FX SPOT - TOMORROW (“TOM") Confract exchanges one currency for another at a
specified and agreed Exchange Rate for a Value Date on one (1) Business Day after
the Trade Date. The Exchange Rates quoted by CAFX are determined by adjusting the
Spot Rate by Forward Points.

By entfering intfo a Value TOM Confract, you could remove the uncertainty of
Exchange Rate movements over the next Business Day. In exchange for this certainty,
you would lose the opportunity to take advantage of any favourable Exchange Rate
movements between the Trade Date and the Settlement Date.

The benefits and risks of FX Spot Contracts are outlined in Table 1.

Table 1: FX SPOT

Benefits ¢ They are asimple and efficient method of facilitating payments
internationally.

e They can be used to provide advance payments to open account
settlements and settlement letters of credit.

Risks e Whilst efficient, FX SPOT Exchange Rates can be volatile and
unpredictable, even during a single trading day.
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e Utilising the SPOT market fo manage your FX requirements may
expose you to unfavourable movements in foreign currency values
as currency rates may move against your position prior to payment.

Examples Currency pair: AUD/USD

1. ABC Pty Ltd has an invoice due for immediate payment in foreign
currency in the amount of USD10,000.

2. ABC Pty Ltd purchases USD 10,000 at the prevailing AUD/USD Spot
Rate of 0.6711 which equals to AUD14,901.

3. ABC Pty Ltd pays cleared AUD to us within one Business Day.

4. Upon receipt of the total AUD we facilitate the FX SPOT Transaction
of ABC Pty Ltd.

5. We remit USD10,000 payment to ABC Pty Ltd ‘s designated
Beneficiary (based on ABC Pty Ltd's instruction fo us).

6. We provide ABC Pty Ltd with a Transaction Confirmation Advice that
includes the details of the FX Transaction.

9.2.2 FX Forward Contract

An FX Forward Contract is a non-standardised over-the counter (OTC) FX contract between
two parties to buy or to sell an asset at a specified future time at a price previously agreed
upon. It enables you to buy or sell one currency against another for Settlement at a future
date. Many market participants need to exchange currencies at a future time other than
two days in advance; in order fo manage their exposures and cash flows, they want to
secure the rate of exchange now. FX Forward Confracts are generally used by importers,
exporters and investors who seek a price guarantee in Exchange Rates for a future date in
order to hedge their foreign currency cash flows.

FX Forward Contracts offered to Retail Clients under this Combined FSG & PDS can be for a
fixed term or a fixed delivery date and include an optional designated delivery period and
must be settled within 7 days.

The Exchange Rate for an FX Forward Contract is determined by both the current FX SPOT
(market) rate and the FX FORWARD rate adjustment. The forward rate adjustment, also
known as Forward Points, are calculated using the interbank interest rates of the base
currency and the terms currencies of the prevailing FX Spot Rate as at the time of
confirmation.

The adjustment may increase or decrease the Exchange Rate for an FX FORWARD
depending on the interest rate differential between the two currencies. Accordingly, FX
Forward Contracts reflect both the time to Settflement and the difference in the interest rates
between any two currencies.

Like FX Spot Contracts, FX Forward Contracts are bilateral contracts between two parties
and hence each party is responsible for assessing the credit standing and capacity of the
other.
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FX Forward Contracts are not infended for speculation of market movements and are for
the reduction of risk for international frade or hedging infernational investments.

The benefits and risks of FX Forward Contracts are outlined in Table 2.

Table 2: FX FORWARD

Benefits e They are a simple method of covering future currency exchange risk,
eliminating the risk of unfavourable movements in Exchange Rates

e You canlockin a guaranteed rate of exchange and manage your
cash flows and costs accordingly (called price certainty).

e You can choose to seftle the whole amount of the contract on one
date, or you can stagger Settlement in instalments throughout the
contract period.

Risks e The principal risk with an FX Forward Contract is that as the Exchange
Rate and delivery date are fixed, any opportunity for future financial
benefit due to favourable market movements is lost.

e If your future obligation which has been hedged by the FX FORWARD
contract ceases to exist prior to delivery, then the contract may
need to be closed out early. This could be at a loss if the market has
moved adversely from your original entry price, or it could be
profitable if the market price has moved in your favour.

e A Deposit or Instalment, if required, may affect your cash flow.
Closures, extensions or redeliveries of an FX Forward Contract may
result in a financial loss to you.

Examples Currency pair: AUD/USD

1. XYZ Pty Ltd has an invoice due for payment in 90 days’ time in
foreign currency in the amount of USD 10,000

2. XYZ Pty Ltd enters intfo an FX Forward Contract to buy USD 10,000 at
a 90-day forward rate of 0.9685. This is calculated by adjusting the
prevailing Spot Rate of 0.9710 by the prevailing 90-day forward
margin of -0.0125 (less 125 points). The USD 10,000 then converts to
an equivalent of AUD 10,325.25.

3. XYZ Pty Ltd is required to pay a 10% deposit of AUD 1,032.53 to us
upon entering into the FX Forward Contract.

4. Before the Settlement Date, XYZ Pty Ltd pays the equivalent AUD
(less any deposit already received) to us by its preferred settlement
method (i.e., bank transfer or deposit)
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5. Upon receipt of the total cleared AUD equivalent owed to us under
the FX Forward Contract, we remit USD 10,000 to the Beneficiary in
accordance with the instruction provided by XYZ Pty Ltd

9.2.3 Deposits and Instalments for an FX Forward Contract

When you enter info an FX Forward Transaction with us, we enter into a matching
Transaction with our own liquidity providers. If you do not settle your Transaction, we still have
to settle ours. In order to cover the risk that you do not settle your Transaction, we may ask
you to pay a Deposit.

While the amount of any Deposit is at our complete discretion, as a general guide, a Deposit
may be required for among other reasons:

. we have no history of frading with you
. your credit rating is not of a high or satisfactory level as assessed by us;
. the volatility of markets warrants extra collateral from you to hold the position.

We do not pay interest on Deposits or Instalments.

9.2.4 Pre-Delivery of an FX Forward Contract

You may also ask for pre-delivery of a portion of the total value of the contract prior to the
expiry of the contract. This might occur where your supplier has contracted to deliver goods
to you at various tfimes over the period of the FX Forward Contract. This may result in an
adjustment of the Exchange Rate based on the revised delivery date and the difference in
interest rates between the two currencies. The remaining balances of the Transaction must
be completed by Settlement Date.

9.2.5 Extension of an FX Forward Contract

You may extend the Setftlement Date of the FX Forward Contract only if agreed fo by us. We
may refuse such extension/s for any reason. For example, this may be considered if there
was a delay in the receipt of goods expected from your overseas supplier beyond the
original delivery date. These can be fransacted in either of two ways:

a) we can offset the remaining balance of the original FX Forward Contract against a
newly established FX Forward Contract with a new extended Settlement Date. We will
quote you a rate that takes info account the current SPOT Exchange Rate and the
forward margin for the adjusted time frame. However, by offsetting the remaining
balance of the original FX Forward Contract, a profit or loss to you would result
depending on the current Exchange Rates compared to the original FX Forward
Contract rates. this profit or loss would have to be settled at this time; or

b) we may extend the remaining balance of the FX Forward Contract by quoting you an
extension margin onto your original FX Forward Contract Exchange Rate. This method
factors the profit or loss of the original contract into the new FX Forward Confract for the
extended period (rather than settling this at the time of extension). This is known as a
Historical Rate Rollover (HRR). When quoting an HRR rate, the pricing incorporates an
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interest charge on the above profit or loss in the new FX Forward Contract. This charge
is associated with the funding or borrowing of the profit or loss for the term of the
extension period. In extending the FX Forward Contract, we may require you to lodge a
Deposit or an Instalment.

9.2.6 Closure of an FX Forward Contract

Although the terms of the contract that you enter into with us are legally binding, you may
wish to close out your FX Forward Contracts at any time up to and including the Settlement
Date, based on certain factors.

For example, if your forward foreign exchange hedge is no longer required, you may call us
to close-out your contract by entering into a reversing Transaction of your original FX
Forward Contract at the prevailing Exchange Rate. We will provide you with a quote for
closing- out your FX Forward Contract. This quote will incorporate some of the components
used when pricing your original FX Forward Contract but will be adjusted for prevailing
market rates over the remaining term of the FX Forward Contract. Depending on the market
rates at the time of closing-out, this may result in either a gain or loss to you. There are no
additional fees for the closing-out of an FX Forward Confract.
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Part 4: Product Disclosure Statement (PDS) - Foreign
Exchange (“FX”) Contracts / Derivatives for
Wholesale Clients

1. FX Contracts We Offer to Wholesale Clients

CAFX offers the following FX confracts to Wholesale Clients:
. Vanilla Option Contracts (Section 2)
. Deferred Premium Vanilla Option Confracts (Section 2.1)
. Selling Vanilla Option Contracts (Section 2.2)
. Structured Option Confracts, including:
. Structured Option Confracts involving use of various Vanilla Option Contracts (Section 3)
. Structure Option — Participating Forward (Section 3.1)
. Structure Option — Leveraged Forward (Section 3.2)
. Structure Option — Collar Option (Section 3.3)
. Structure Option — Seagull Option (Section 3.4)
. Structured Option Confracts involving use of Triggers (Section 4)
. Structure Option — Forward with Knock-in Barrier (Section 4.1)
. Structure Option — Forward with Knock-out Barrier (Section 4.2)
. Structure Option — Convertible Forward (Section 4.3)

. Structure Option — Target Accrual Redemption Forward (TARF) (Section 4.4)

2. Vanilla Option Contracts

A Vanilla Option is a foreign exchange Option Confract between two parties where the buyer of
the Option has the right, but not the obligation, to enter into a Spot Contract at a pre-defermined
Exchange Rate on a pre-determined date in the future (the Expiration Date). You will have fo pay a
non-refundable fee (Premium) for a Vanilla Option, but you do not have to settle the Transaction if
you choose not to exercise the Vanilla Option. The Premium is required to settle within T+2 (per
market convention).

A Vanilla Option gives you the right but not the obligation to:

. Buy one currency at a pre-determined price within a pre-determined timeframe (Call Option);
or
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. Sell one currency at a pre-determined price within a pre-determined fimeframe (Put Option).

2.1 Key Risks & Benefits of using a Vanilla Option

Risks e You need to pay the Premium, which is non-refundabile. It is not a zero-cost
structure.

e Depending on prevailing market rates, the total cost of the Vanilla Option,
including the Premium plus the ultimate Exchange Rate, might be higher
than if you had not purchased a Vanilla Option.

e At the Expiration Date or upon cancellation of the Vanilla Option,
movements in Exchange Rates plus the passage of time may result in the
Vanilla Option having a reduced value or even no value.

e If you need to cancel the Vanilla Option, you may incur fees.

Benefits e They allow you to protect yourself from an unfavourable movement in the
Exchange Rate by allowing you to simply frade at the Spot Rate if the Spot
Rate is more favourable when the time comes for you to conduct the
Transaction.

e They allow you to define a "worst case” Exchange Rate. They allow you to
hedge your currency exposure by providing protection against
unfavourable currency movements between the time that you buy a
Vanilla Option and the Expiration Date. At the same time, you are also able
to participate in any favourable currency movements that exist on the
Expiration Date.

e The upfront financial cost is imited fo the cost of the Premium and any
applicable fees.

2.2 Deferred Premium Vanilla Contracts

CAFX offers Deferred Premium Vanilla Option Contracts which means that, subject to CAFX's credit
approval, you can buy a Vanilla Option first and pay CAFX the Deferred Premium on the agreed
payment date which is usually on the Expiration Date of the Option Contract.

23 Selling Vanilla Option Contracts

Selling a Vanilla Option without holding the underlying contract is not permitted by CAFX given the
nature of the frade is for speculative purpose and carries high risks. However, you can sell Vanilla
Options if you have matched Forward Contracts or other protective positions in place which is also
called Selling a Covered Option.
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3. Structured Option Contract using Vanilla Option Confracts

A Structured Option involving the use of Vanilla Options is created through the simultaneous sale
and purchase of two or more Call Option Contracts and/or Put Option Contracts. They have been
developed as foreign exchange risk management tools and are usually zero Premium structures.

A Structured Option involving the use of Triggers, due to its complexity and uncertainty, is deemed
as a high-risk financial Product. CAFX requires Clients to pass certain thresholds in our internal client
suitability matrix scoring process before allowing any Clients to use these Products. Structured
Option Contracts with Triggers could work well if it is tailored properly to your requirements. A Trigger
Event could result in an adverse situation for your hedging plan.

3.1 Structured Option - Participating Forward

A Participating Forward is a type of Structured Option which allows you to set a Forward Protection
Rate. It gives you an opportunity to benefit if the Exchange Rate moves in your favour, by giving
you the option to trade a pre-agreed percentage of your contract value at the higher and more
favourable Spot Rate. That way you are “participating” in the prevailing market rate but are
hedging the full amount of the confract value in the event that the Exchange Rate movesin an
adverse direction.

3.1.1 Key Risks & Benefits of using a Participating Forward

Risks o The Forward Protection Rate may be less favourable than a
comparable Forward Exchange Rate; and

¢ On the Expiration Date, if the Spot Rate is better than the Forward
Protection Rate, your ability to participate in the more favourable
rate is limited to your predetermined Participating Amount.

Benefits e If, on the Expiration Date, the Spot Rate has moved into a favourable
scenario, then the Participating Forward will allow you to benefit
from such favourable Exchange Rate movements for a
predetermined Participating Amount. This will provide you with a
better than average Exchange Rate than your original desired
Forward Protection Rate; and

e A Participating Forward always provides protection on 100% of your
exposure (i.e. your Forward Amount).

3.1.2 Key Features Summarised

Risk Profile Low
Downside Risk Protection Yes
Upside Participation Yes
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Enhanced Rate on Strike

No

Allowing Predelivery

Yes

3.1.3 Trading Example

An Australian importer (you) has agreed to purchase goods from China in USD; however,
payment is not to occur for 3 months from now. Your budget cost rate for AUD/USD is at
0.7000, the Spot Rate is currently 0.7150.

If the Spot Rate is above your budgeted rate, you can consider using the following

Participating Forward:

Forward Amount

Purchase of USD 1,000,000 against AUD

Parficipation Amount

USD 500,000 against AUD

Forward Protection Rate

0.7000

Expiration Date

3 months

Structure Details:

(i) Buying an AUD Put/USD Call, Strike at 0.7000, Notional USD 1,000,000; Expiring in 3

months; and

(i)  Seling an AUD Call/ USD Put, Strike at 0.7000, Notional USD 500,000; Expiring in 3

months.

Outcome at Expiration Date (3 months from now):

Outcome 1 If the Spot Rate is above 0.7000, for example 0.7500 (i.e., AUD has
appreciated), instead of buying the USD 1,000,000 Forward Amount at
0.7000, you are only obligated to buy USD 500,000 at 0.7000, and you
can choose to buy the other USD 500,000 at the Spot Rate of 0.7500
which is a much better rate.

This will result in an approximate average Exchange Rate of 0.7250,
exceeding your desired Protection Rate at 0.7000; and

Outcome 2 If the Spot Rate falls below 0.7000 (i.e., AUD has depreciated), to 0.6650,
you will be protected for 100% of your exposure at 0.7000 as the Forward
Amount is USD 1,000,000 at the Forward Protection Rate of 0.7000.

Combined FSG & PDS Version 1.0 - 02 April 2026

Corporate Alliance Group Pty Ltd T/A Corporate Alliance FX (CAFX) ACN 167 119 226 AFSL 523351 Page 29



Level 22, 8 Chifley Square, Sydney NSW 2000 Australia

P: (02) 9006 8888 E: info@corporatealliance.com
corporatealliance.com

Payoff Diagram:

LHS Forward with Upside Participation Payoff
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= | HS Forward with Upside Paticipation Payoff

3.2 Structured Option - Leveraged Forward

A Leveraged Forward is a structured option that uses leverage to improve your Protection Rate
when compared to a standard Forward Confract. This means at expiry if the Protection Rate is
worse than the Spot Rate then you are obligated to settle on a leveraged amount which might
occur in a larger Out-of-the-Money (OTM) position. The leveraged amount should be seen as the full
obligation amount but not the Protection Amount. This potentially would leave you under-hedged.
However, if you are relying on the Protection Amount to calculate the cashflow projections from the
Leveraged Forward, it could result in an over-hedging situation should the currency pair moves
against the frade.

3.2.1 Key Risks & Benefits of using a Leveraged Forward

Risks ¢ On the Expiration Date, if the Spot Rate is better than the Protection
Rate, you will be obligated to buy the leveraged amount at a worse
rate. Before the Expiration Date and Settlement, the leveraged
obligated amount might incur a large Out-of-the-Money (OTM)
position which could result in you being margin called by CAFX.

e Prior to expiry, there is always uncertainty of the Settlement amount
at the Expiration Date, subsequently it is very hard to project the
cashflow requirements; and

e No upside participation from the Protection Rate.
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Benefits e The Protection Rate is at an enhanced rate which is more favourable
than the comparable Forward Rate available in the market.

e A lLeveraged Forward provides risk protection on the Protection
Amount at any time before the expiry; and

e Leveraged Forward also allows you to pre-deliver your Protection
Amount anytime, which works similar as a normal Forward
Drawdown.

3.2.2 Key Features Summarised

Risk Profile High
Downside Risk Protection Yes
Upside Participation No
Enhanced Rate on Strike Yes
Allowing Predelivery Yes

3.2.3 Trading Example

Assuming that you are an Australian importer buying goods from the U.S. and need to pay
USD 600,000 as an aggregated amount within the next 6 months. Although the Spot Rate is
currently at 0.7100, you would like to achieve an AUD/USD Protection Rate of 0.7200. You
cannot achieve this objective with a standard Forward as the current Forward Rate is 0.7080.
You are not concerned with potentially having to settle the Leveraged Amount of USD
1,200,000 as you have other imports from China which also require USD payments which are
currently unhedged.

Therefore, you consider the following Leveraged Option:

Protection Amount Buying USD 600,000 against AUD
Leveraged Amount Buying USD 600,000 against AUD
Protection Rate 0.7200

Expiration Date 6 months
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Structure Details:

(i) Buying an AUD Put/USD Calll, strike at 0.7200, Notional USD 600,000, Expiring in 6 months.

(i)  Seling an AUD Call/USD Put, strike at 0.7200, Notional USD 1,200,000, Expiring in 6
months.

Outcome at Expiration Date (6 months from now):

Outcome 1 At the Expiration Date, if the Spot Rate finishes above the Protection
Rate, say at 0.7500, the Client will be obligated to buy the Leveraged
Amount of USD 1,200,000 at 0.7200; and

Outcome 2 At the Expiration Date, if the Spot Rate finishes below the Protection
Rate, say at 0.6800, the Client can buy the Protection Amount of USD
600,000 at the enhanced rate of 0.7200.

Payoff Diagram:

LHS Leveraged Forward
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3.3 Structured Option - Collar Option

A Collar Option is a type of Structured Option which allows you to protect against the risk that the
Spot Rate will be less favourable than a nominated Protection Rate. It also gives you the ability to
parficipate in favourable movements in the spot market between your nominated rate and a Best-
Case Rate. Collar Option Contracts are often used by importers and exporters.

3.3.1 Key Risks & Benefits of using a Leveraged Forward
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Risks e The Protection Rate is generally less favourable than the
comparable Forward Rate; and

e Your participation is capped at the Participation Rate. This
means that if the Spot Rate is more favourable than the
Participation Rate, you will be obligated to deal at the
Parficipation Rate.

Benefits e You are able to participate in favourable rate movements up
to the Participating Rate; and

e Collar sets the Protection Rate as the Worse-Case Rate to
protect you from any adverse market movement.

3.3.2 Key Features Summarised

Risk Profile Low
Downside Risk Protection Yes
Upside Participation Yes
Enhanced Rate on Strike No

Allowing Predelivery Yes

3.3.3 Trading Example

As an exporter of Australian-made products, you are invoicing your overseas customers to
receive USD 500,000 via a stream of payments in the upcoming é months. The current
AUD/USD Spot Rate is at 0.7150. You would like o have your cost rate of 0.7350 protected,
however, as you are unsure where the AUD/USD will travel in the coming half year given the
volatilities, you would also like to benefit from favourable market movements below 0.7000.

Therefore, you consider the following Collar Option:

Protection Amount Selling USD 500,000 into AUD
Protection Rate (Cap Rate) 0.7350
Protection Rate (Floor Rate) 0.6950
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Expiration Date 6 months

Structure Details:

(i) Buying an AUD Call /USD Put, strike at 0.7350, Notional USD 500,000, expiring in 6
months.

(i)  Seling an AUD put /USD Call, strike at 0.6950, Notional USD 500,000, expiring in é
months.

Outcome at Expiration Date (6 months from now):

Outcome 1 On the Expiration Date, if the Spot Rate finishes at 0.7800, you can
choose to use the protection to sell USD 500,000 at the Protection Rate
(Cap Rate) of 0.7350. This provides 100% protection to the Client at the
Cap rate.

Outcome 2 On the Expiration Date, if the Spot Rate drops below your Participation
Rate of 0.6950, say at 0.6700 you can sell your USD 500,000 at the
Participation Rate of 0.6950. Therefore, you have participated in the
favourable AUD/USD movement down to the Participation rate of 0.6950.
which means a better result than dealing in a standard Forward.

Outcome 3 If the Spot Rate finishes between 0.6950 and 0.7350, say at 0.7200, the
Option will lapse, i.e., there is no obligation for you, and you might
choose to deal at the market Spot Rate.

Payoff Diagram:

RHS Collar Payoff
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A Seagull Option is a Structured Option which allows you to hedge your exposure. It involves three
(3) Option legs with the risk usually lower than the level of a standard Forward. However, as a tfrade-
off, your protection is capped at a pre-determined level. If the Exchange Rate moves against you
and is worse than your Maximum Protection Rate you will be obliged to deal at an adjusted Spot
Rate. The adjusted Spot Rate is the cumrent Spot Rate +/- the difference between your protection

and Maximum protection rate.

3.4.1 Key Risks & Benefits of using a Seagull Option

Risks e The Protection is limited. Should there be a large market swing
against the hedging requirement, you may be required to deal
at the adjusted spot rate; and

e Similar to a Forward, if the market moves against the tfrade
position, due to the Maximum Participation Rate, the position
could be Out-of-the-Money (OTM), and you are obligated to
deal at a less favourable rate as against the prevailing spot

rate.

Benefits o Allows Partficipation for a favourable rate up to the Maximum
Parficipation Rate.

o |t sfill allows you to have risk exposure protection, albeit in a
reduced amount or scale of points.

3.4.2 Key Features Summarised

Risk Profile Low
Downside Risk Protection Yes - Limited
Upside Participation Yes
Enhanced Rate on Strike No

Allowing Predelivery No

3.43 Trading Example
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As an Australian exporter who exports raw materials to Southeast Asia, you are expecting
USD 3,000,000 paid by your overseas customers in the next 12 months. You have a cost rate
at 0.7400 but you can re-negotiate a better pricing term with the customers should the
AUD/USD go above 0.7700. You believe the AUD/USD might fall and you want to participate
if there is a drop in the

AUD/USD Spot Rate below 0.7000. Therefore, you consider the following Seagull Option:

Protection Amount Selling USD 3,000,000 info AUD
Protection Rate 0.7400

Max. Protection Rate 0.7700

Parficipation Rate 0.6700

Expiration Date 12 months

Structure Details:

(i) Buying an AUD Call/USD Put, strike at 0.7400, Notional USD 3,000,000; Expiring in 12
months.

(i)  Seling an AUD Call /USD Put, strike at 0.7700, Notional USD 3,000,000; Expiring in 12
months.

[i)  Seling an AUD Put /USD Call, strike at 0.6700, Notional USD 3,000,000; Expiring in 12
months.

Outcome at Expiration Date (12 months from now):

Outcome 1 At Expiry, if the Spot Rate is between 0.7400 and 0.7700, you can
choose to sell USD 3,000,000 at 0.7400.

Outcome 2 At Expiry, if the Spot Rate is above 0.7700, you will sell USD
3.000,000 at the prevailing Spot Rate less 300 points (adjusted spot
rate),

Outcome 3 At Expiry, if the spot is below 0.7400 and above 0.6700, the option

structure lapses, and you can sell at the prevailing Spot Rate
which is better off than the Protection Rate,

Outcome 4 At Expiry, if the Spot Rate is at or below 0.6700, you are obligated
to sell USD 3,000,000 at 0.6700.
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Payoff Diagram:
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4, Structured Option Contracts involving use of Triggers

4.1 Structured Option - Forward with Knock-in Barrier

A Forward with Knock-In Barrier is a type of Structured option that allows you to lock in a worst-case
rate and allows you to benefit from movements in the Exchange Rate up to the Option Knock-In
Barrier rate. If the Exchange Rate touches the Knock-In Barrier rate you will be required to exchange
at the Forward Protection Rate. However, the flexibility around protection up to the Knock-In Barrier
remains attractive if the frade is compared with a standard Forward.

4.1.1 Key Risks & Benefits of using a Forward with Knock-in Barrier

Risks e The Forward Protection Rate is usually worse than the
comparable standard Forward Rate.

e The Parficipation is limited at the Knock-In Barrier, and if the
barrier is activated, you will be obligated to buy atf the
Protection Rate which could be significantly worse when
compared fo the prevailing Spot Rate.

Benefits e If the Knock-In Barrier is not activated, there is no obligation in
delivering the Forward and this will allow you to participate in a
better Spot Rate with flexibility in cashflow management.

e Afany pointin time during the confract tenor, the Forward
with Knock-In Barrier provides you with risk management
certainty as you are always protected.

4.1.2 Key Features Summarised

Risk Profile High
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Downside Risk Protection Yes
Upside Participation Yes
Enhanced Rate on Strike No
Allowing Predelivery Yes

4.1.3 Trading Example

You are an Australian importer of furniture from Malaysia but paying in USD for the goods
purchased. With a budgeted cost rate of AUD/USD 0.6800 for the next 6 months, you are
worried about the possibility of a sharp drop in AUD/USD in the coming months, but you also
would like to participate in favourable market movements. You think the upside movement

in AUD/USD will be capped at 0.7700.

You can consider using the following Forward with Knock-In Barrier:

Protection Amount

Buying USD 500,000 against AUD

Forward Protection Rate 0.6900
Kock-In Barrier 0.7700
Trigger Window Live to Expiry
Expiration Date 6 months

Structure Details:

(i) Buying an AUD Put /USD Calll, strike at 0.6200, Notional USD 500,000, Expiring in 6

months.

(i)  Seling an AUD Call /USD Put, strike at 0.6900, Knock-In Barrier (live) at 0.7700, Notional
USD 500,000, Expiring in 6 months.

Outcome at Expiration Date (6 months from now):

Outcome 1 If, at expiry, the Knock-In Barrier at 0.7700 has never been
touched and the AUD/USD Spot Rate is below the Protection Rate
of 0.6900, say at 0.6500, you have the right to buy USD 500,000 at
the Protection Rate of 0.6900.
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Outcome 2 If, at expiry, the Knock-In Barrier at 0.7700 has never been
touched and the AUD/USD Spot Rate is above 0.6900, you will not
have any obligation and can choose to deal at the more
favourable (higher) market spoft rate.

Outcome 3 If, at expiry, the 0.7700 Knock-In Barrier is triggered, you will have
an obligation to buy USD 500,000 at the less favourable Protection
Rate of 0.6900.

Payoff Diagram:

LHS Foward with Knock-In Trigger
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4.2 Structured Option - Forward with Knock-Out Barrier

A Forward with a Knock-Out Barrier is a Structured Option which gives you an Exchange Rate more
favourable than the market Forward Rate, so long as the Knock-Out is not friggered during the
“Trigger Window". Should the Knock-Out be triggered, the option structure will lapse, and you may
be required to deal at the prevailing market Spot Rate.

This type of Structured Option is traditionally best suited to customers who already have a significant
portion of hedging in place.

4.2.1 Key Risks & Benefits of using a Forward with Knock-Out Barrier
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Risks

If the Knock-Out Barrier is activated, your tfrade will cease to
exist, and you will be left without any protection.

If the Spot Rate finishes in a more favourable position than the
Enhanced Forward Rate, you will be obligated to deal atf the
Forward Rate which is worse than the prevailing Spot Rate; this
risk is the same as using a standard Forward.

The Forward with Knock-Out Barrier does not allow Pre-Delivery
as the Knock-Out Event is unknown; and this might create
uncertainty for cash flow projection and hedging calculations.

Benefits

When the Knock-Out Barrier is not activated, the Enhanced
Forward Rate has a better delivery rate than a comparable
standard Forward rate.

4.2.2 Key Features Summarised

Risk Profile High
Downside Risk Protection No
Upside Participation No
Enhanced Rate on Strike Yes
Allowing Predelivery No

4.2.3 Trading Example

Assume that you are an importer of solar panels and are paying your overseas suppliers in
USD. You already have a USD 4,000,000 forward hedge in place for the next 6 months with
an average hedging rate at 0.6500. However, you are sfill required to pay USD 500,000 for
your new purchase orders. As the spot is now at 0.6750, which is higher than your average
hedging rate, you are more interested in averaging up your current hedging rate than
protecting yourself from adverse market movements. Furthermore, you consider it unlikely
that the AUD/USD Spot Rate will drop significantly (i.e. past the Knock-Out Rate) in the next 6

months.

In such circumstances, you can consider using the following Forward with Knock-Out Barrier:
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Notional Amount Buying USD 500,000 against AUD
Enhanced Forward Rate 0.6900

Kock-Out Barrier Rate 0.6250

Trigger Window Live to Expiry

Expiration Date 6 months

Structure Details:

(i) Buying an AUD Put / USD Calll, strike at 0.6900, Knock-Out Barrier (live) at 0.6250,
Notional USD 500,000, Expiring in 6 months.

(i) Seling an AUD Call / USD Put, strike at 0.69200, Knock-Out Barrier (live) at 0.6250,
Notional USD 500,000, Expiring in 6 months.

Outcome at Expiration Date (6 months from now):

Outcome 1 If the AUD/USD Spot Rate never reaches 0.6250, you will be
obligated to purchase USD 500,000 at the Enhanced Forward
Rate of 0.6900. This is similar to a Forward, as the AUD/USD goes
higher, the Out-of-the-Money (OTM) position from this frade will
increase.

Outcome 2 If the AUD/USD Spot Rate ever trades below 0.6250 from now to
expiry, the Knock-Out Barrier will be triggered, and the contract
will be terminated leaving you without any obligations and no
protection.

Payoff Diagram:
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Forward with Knock Out Trigger Payoff
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4.3 Structured Option - Convertible Forward

A Convertible Forward is a type of Structured Option that gives you protection at any time during
the tenor of the contract but also embedded is a Knock-Out Barrier which if triggered, terminates
the obligated part of the structure, which subsequently converts the structure into a Vanilla Option.
A Convertible Forward is usually structured as a Zero Cost Structure, i.e., no payable Premium is
required.

4.3.1 Key Risks & Benefits of using a Convertible Forward

Risks e The Protection Rate is generally less favourable than the
comparable Forward Exchange Contract Rate.

o |f the Convertible Barrier rate is never traded prior to the
Expiration Date, you will be obligated to deal at the Protection
Rate which could be less favourable than the Spot Rate at

expiry.

Benefits e The structure provides you with protection from unfavourable
AUD/USD movements at all times should the spotf rate move in
an adverse direction beyond your worst-case rate.

e If the Convertible Barrier ever frades throughout the tenor of
the contract, you will have a Vanilla Option which gives you
100% protection but no obligation; hence you can participate
in any favourable spot price movement without any limits.

4.3.2 Key Features Summarised

Risk Profile Low
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Downside Risk Protection Yes
Upside Participation No - Unless converted
Enhanced Rate on Strike No
Allowing Predelivery Yes

4.3.3 Trading Example

Assume that you are an importer of machinery from the U.S., and now have placed
purchase orders and expect to pay USD 500,000 for the coming 3 months. With the Spot
Rate currently at 0.7650, you are happy as your costing rate is at 0.7500. You are interested
in having upside participation in the further strengthening of the AUD/USD spot rate.
However, you have a strong view that the AUD/USD will be volatile and will very likely go
down to 0.7550 at some point in the future.

In such circumstances, you can consider using the following Convertible Forward:

Protection Amount Buying USD 500,000 against AUD
Protection Rate 0.7550

Convertible Trigger Rate 0.7550

Trigger Window Live to Expiry

Expiration Date 3 months

Structure Details:

(i) Buying an AUD Put / USD Calll, strike at 0.7550, Notional USD 500,000, Expiring in 3
months.

(i)  Seling an AUD Call / USD Put, strike at 0.7550, Knock-Out Barrier Rate at 0.7550,
Notional USD 500,000, Expiring in 3 months.

Ovutcome at Expiration Date (3 months from now):

Outcome 1 If the spot price never trades at 0.7550 in the next 3 months
before the expiry date, the Client is obligated fo purchase USD
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500,000 at the Protection Rate of 0.7550. This works the same as a
Forward in terms of risk.

Outcome 2 If the spot price ever trades at 0.7550 anytime in the next 3
months, the Convertible Barrier rate will be triggered, and the
confract will convert info a Vanilla Option. You will have 100%
protection for the remainder of the contract even if the AUD/USD
moves down sharply.

Payoff Diagram:

Convertible Forward Before Converted
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4.4 Structured Option - Target Accrual Redemption Forward (TARF)

A Target Accrual Redemption Forward (“TARF”) is a series of Forwards involving a nominated
currency pair that is subject to a set of parameters agreed with you. A TARF contract provides you
with protection to a certain extent against unfavourable currency movements by allowing you to
exchange one currency at arate (the Enhanced Rate) more attractive than the prevailing market
Forward Rate.

A TARF is considered a high-risk Product as it tends to have a long tenor and the Out-of-the-Money
(OTM) position could increase dramatically during any sharp adverse movement against the
position. It is therefore not recommended as a hedging Product to any Client unless CAFX is satisfied
that it will be used for hedging purposes only.
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A TARF will have the following parameters and key terms set up at execution:

Strike Rate

A TARF tends to have a more favourable enhanced Strike Rate versus the
other Products given the high risk that it has involved.

Contract Tenor and
Fixing Dates

A TARF tends to have longer contract tenor and many fixing dates.

Fixing Time and
Market Convention

CAFX uses BFIX (Bloomberg FX Fixing) with a 3:00 PM Tokyo Cut (15;00
JST).

Target Points

At trade execution a TARF is given a certain number of TARF Points (in
pips).

At each expiry, if the Strike Rate is better than the Fixing Rate, then the
Target Points will be utilised until the Target Points’ balance reaches zero
which will result in the TARF being Knocked Out and the contfract ceasing
to exist. If, however, at expiry the strike rate is worse than the fixing rate
then the Target Points will stay unchanged, and you will need to
continue o deliver the contract whenever it is Out-of-the-Money (OTM)
until the last fixing.

4.4.1 Key Risks & Benefits of using a TARF

Risks

e The TARF Target Points will limit your downside protection as the
TARF contract will be knocked out once the overall Target
Points are fully utilised subsequently leaving you with an
unhedged position.

e TARF's usual long tenor and large contract aggregated
Notional Amount is usually considered as the main reason of
getting into a Margin Call situation. In an adverse market
environment, the negative Marked to Market (MTM) position
could increase sharply due to unfavourable Spot Rate
movements as well as an increase in the market implied
volatilities.

e The TARF offers no Upside Participation as it should be
considered as a strip of forwards whenever they move Out-of-
the-Money (OTM).

e A TARF brings uncertainty to corporate hedging and cashflow
projections. That is, in a Knock-Out event, when the TARF points
are fully ufilised , a new hedge may be required at an
unfavourable Spot Rate.

e ATARF doesn't allow predelivery as there is uncertainty around
the timing of the Knock-Out event.

Benefits

e Limited Protection: A TARF provides you with protection against
unfavourable Exchange Rate movements however the
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protection is quantitatively limited fo the Target Points
multiplied by the Notfional Amount.

e Improved Strike Rate: A TARF provides you with an Enhanced
Strike Rate that is more favourable than a comparable

Forward Rate.

442 Key Features Summarised

Risk Profile

Very High

Downside Risk Protection

Yes — But limited to Target Points

Upside Participation No
Enhanced Rate on Strike Yes
Allowing Predelivery No

4.43 Trading Example

As an Australian importer of goods from China, you are invoiced in USD and require USD
500,000 per month for invoice payments to the overseas suppliers. The current average
forward rate for the next 12 months is 0.7200, and you would like to outperform this forward

rate.

You enter into a TARF contract with the following agreed set of parameters including an
Enhanced Rate of 0.7500 with 500 Target Points.

Notional Amount

Buying USD 500,000 against AUD

Expiry Term

12 months

Expiration Date

Last Business Day of each month end, with a 3:00 PM
Tokyo Cut (15;00 JST) using BFIX

Fixing Frequency

Monthly

Enhanced Rate

0.7500
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Target Points

500 points / pips

Outcome 1: Scenario Analysis at the Fixing Dates:

Fixing Date 1

AUD/USD Fixing Rate is at 0.7200 (i.e., less than the Enhanced
Rate), you buy USD 500,000 at 0.7500 resulting in 300 points
accruing towards the overall utilised Target Points (with 200 points
of protection remaining for the Expiry Term); and

Fixing Date 2

AUD/USD Fixing Rate is at 0.7400 (i.e., less than the Enhanced
Rate), you buy USD 500,000 at 0.7500 resulting in 100 points
accruing towards the overall ufilised Target Points (with 100 points
of protection remaining for the Expiry Term); and

Remainder of the
Expiry Term

Strengthens above the Enhanced Rate, you will need to buy USD
500,000 at 0.7500 for each fixing given the Fixing Rate is more
favourable than the Strike Rate.

Outcome 2: Scenario Analysis at the Fixing Dates:

Fixing Date 1

AUD/USD Fixing Rate is at 0.7100 which is worse than the Strike
Rate, then you can buy USD 500,000 at 0.7500 resulting in 400
points accruing towards the overall utilised Target Points (with 100
points of protection remaining for the Expiry Term); and

Fixing Date 2

AUD/USD Fixing Rate is at 0.7000 which is worse than the Strike
Rate, the overall Target Points is then fully utilised, and this Fixing
Date serves as the final Expiration Date. The Target Points
balance is not enough to cover the entire difference of (Strike
rate — Fixing rate). Therefore, you can only buy USD 100,000 at
0.7500 being an amount calculated on a pro rata basis, i.e., 0.01 /
(0.75-0.70) * USD 500,000 = USD 100,000). On this Expiration Date,
the TARF contract is deemed to have been knocked out.

Payoff Diagram:
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LHS TARF Payoff
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