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lllustrative examples of non-compliant
advertisements for the Frequently Asked
Questions on Advertising Materials of Collective
Investment Schemes Authorized under the
Product Codes (Question 6A)



Advertisements of SFC-authorized funds

= Existing Advertising Guidelines
—  Effective since 1 August 2008
— Applicable to collective investment schemes (“schemes”) authorized by the SFC
including SFC-authorized funds
= The Advertising Guidelines set out, among others, the requirements
regarding the contents of advertisements of the schemes including the
following:
— General principles (paragraphs 1 and 2)
— Language and graphics (paragraphs 3 — 7)
— Warning statements / notes to prospective investors (paragraphs 23 — 27)
= Frequently Asked Questions on the Advertising Guidelines published and
posted on the SFC’s website (“FAQ on Advertising Guidelines”)
— Provide practical applications of the Advertising Guidelines
= Recent FAQs issued on SFC-authorized funds’ advertisements
— Marketing materials that highlight or advertise the regular dividend payment /
distribution feature of an SFC-authorized fund (FAQ 39, 39 (A) — (F) and illustrative
examples of advertisements under FAQ 39 (F) of the FAQ of Advertising Guidelines
published on 14 March 2014)
= Post-issue monitoring and surveillance
— The SFC regards non-compliance of the Advertising Guidelines and/or other
regulatory requirements as a serious matter



Advertisements of SFC-authorized funds

= Recent surveillance conducted by the SFC:

Some advertisements (e.g. print media advertisements and display-only materials)
failed to present a fair and balanced picture of the related SFC-authorized fund(s) with
prominent risk disclosure in compliance with the Advertising Guidelines

Pursuant to the follow-up actions by the SFC.

I. remedial measures have been undertaken by the responsible management
companies at the request of SFC (including cessation of publication of
advertisements that were found to be non-compliant); and

Il. in late October 2014, SFC reminded the management companies of their duty to
ensure that all advertisements of the SFC-authorized funds under their
management duly comply with the Advertising Guidelines and all other applicable
regulatory requirements (“SFC Compliance Reminder”)



Advertisements of SFC-authorized funds

= SFC Compliance Reminder

— Reiteration of the existing requirements under paragraphs 1(b) and 26 of the Advertising Guidelines
and the associated practical guidance provided under FAQ 6A of the FAQ on Advertising Guidelines

—  “All advertisements must be clear, fair, and present a balanced picture with adequate and
prominent risk disclosure;

—  Presentation of benefits, returns and risks of the fund should be fair, balanced and proportionate. In
particular, presenting benefits and returns disproportionately larger than the risks of the fund would
not be considered as fair and proportionate; and

—  Warning statements and footnotes should be well positioned and, where applicable, properly
referenced in the advertisement. They must be legible in the context of:

I font sizes used;
il. format and layout of the advertisement; and
ii. where the advertisement is displayed or published.

In this connection, we note that issuers should adopt a holistic approach to ensure compliance and
must be able to demonstrate that the risk disclosure, in terms of overall impression, is reader-friendly
and “eye-catching”.

In general, it is expected that the font size and spacing of the risk disclosure / warning statements
should be comparable to the main text (excluding headings and footnotes) of the relevant
advertisement.”




Advertisements of SFC-authorized funds

= Case sharing — Some non-compliant advertisements



Advertisements of SFC-authorized funds

= Examplel

—  Issuers of the advertisement should ensure the advertisement is properly displayed such that the risk
warnings can be clearly seen and of appropriate prominence when investors view the real advertisement

«— the font size of the risk
disclosure / warning
statements should be
comparable to the main
text (excluding headings
and footnotes) of the

F U N D NAM E advertisement
SLOGAN — benefits and returns

are presented
disproportionately larger
than the risks of the fund
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Advertisements of SFC-authorized funds

= Example 1 (continued)
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Advertisements of SFC-authorized funds

= Example 2
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«— the font size and spacing of the risk
disclosure/warning statements should be
comparable to the main text (excluding
headings and footnotes) of the advertisement

- Key risks should be highlighted in a clear,
concise and effective manner (note: direct
“cut and paste” of all the risks disclosures
from the offering documents including KFS
should be avoided)

«— benefits and returns are presented
disproportionately larger than the risks of the
fund



Advertisements of SFC-authorized funds

= Example 3

Less-than-one-year’s
performance figure(s)
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should be presented in
the same format as, and
no more prominently
than, the most recent 1-
year figure.

For distributing share
classes for which
dividend payment is
subject to management
— company’s discretion,
any statement of
“regular (e.g. monthly)
distribution share class
is available” should be
accompanied with a
statement of “[the fund]

aim[(s)] to pay dividend
on a regular (e.g.
[monthly]) basis” (5 1%
[ A]RE) of similar
prominence and close
proximity.



