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LYNX Client Agreement (“Agreement”) 

The parties 

1. The signatory to the “LYNX Opening Form” 

as included on www.lynxbroker.fi/lynx-tilin-

avaaminen, referred to hereinafter (if 

applicable, jointly) as: the “Client”; and 

2. LYNX B.V., having its registered office and 

principal place of business at Herengracht 

527 in (1017 BV) Amsterdam, the 

Netherlands, listed in the Commercial 

Register of the Chamber of Commerce under 

number 34253246, holder of a licence as 

referred to in Article 2:96 of the Financial 

Supervision Act on the basis of which it may 

act as an investment firm and is registered as 

such in the register kept by the Netherlands 

Authority for the Financial Markets 

(hereinafter "AFM") (www.afm.nl), referred to 

hereinafter as "LYNX", 

Referred to collectively hereinafter as: the 

"Parties". Hereby agree as follows: 

Clause 1: Engagement of LYNX for the 

provision of services (execution-only) and 

Power of Attorney 

1.1 The Client engages LYNX to provide the 

following services: 

I. The opening of one or more securities 

accounts and/or monetary accounts in the 

name, and at the risk and expense, of the 

Client with Interactive Brokers Ireland Limited 

(hereinafter “IB”), a company incorporated 

under the laws of Ireland and registered with 

the Irish Companies Registration Office with 

company registration number 657406, 

having its registered office at 10 Earlsfort 

Terrace, Dublin 2 D02 T380 in Ireland and 

principal place of business at New Wapping 

Street, North Wall Quay, Dublin 1, D01 F7X3  

in Ireland, registered with the Central Bank of 

Ireland under number 4602839 and 

registered by the AFM as an investment firm 

established in the EEA with a notified 

European Passport, and in that context 

acting as an intermediary in the formation of 

an agreement between the Client and IB, as 

well as any party affiliated to IB (including, 

but not limited to, parent companies and 

subsidiaries). In the context of its own direct 

service provision to the Client, IB may use 

parties affiliated to IB. Where relevant, IB 

must also be interpreted to include any party 

affiliated to IB. 

II. The receipt and transmission of instructions 

for the execution of orders from the Client in 

respect of one or more financial instruments 

at the risk and expense of the Client to IB as 

well as any party affiliated with IB. While 

doing so, LYNX will not provide any 

investment advice and will not check whether 

the Client's instructions for the execution of 

the order by IB are consistent with the 

Client's capacity and investment objectives 

(execution only). 

1.2 LYNX may, within the limits of its licence, 

provide the Client, if desired, with the following 

additional services:   

­ intermediate in the conclusion of a securities-

based credit agreement (margin lending) with 

IB. 

http://www.lynxbroker.fi/lynx-tilin-avaaminen
http://www.lynxbroker.fi/lynx-tilin-avaaminen
http://www.afm.nl/


 

3 
 

1.3 For the provision of the services as referred to 

in this clause 1, the Client grants LYNX a power 

of attorney to open a securities account with IB for 

its account and risk and in its name and therefore 

to digitally sign all the necessary agreements 

between IB on the one hand, and the Client on the 

other hand, as the Client's authorised 

representative and furthermore to conclude all 

other agreements referred to in the LYNX 

Opening Form with IB in the name and for the 

account of the Client. Furthermore, the Client 

expressly authorises LYNX to perform all 

necessary and/or useful acts in connection with 

the provision of its services to the Client. 

1.4 The Client warrants to LYNX that the Client 

enters into the Agreement in their own name and 

for their own account and risk and not as a 

representative of or for the account and risk of a 

third party. If the Client intends to use the services 

provided by LYNX for the account and risk of third 

parties, the Client must contact LYNX because in 

that case additional contractual terms and 

conditions must be agreed.  

1.5 After the death of the Client, their heir or heirs 

may only use of the services provided by LYNX 

after they have provided the information required 

by LYNX. Heirs can contact info@lynxbroker.fi for 

information on the steps to be taken in such a 

process. 

1.6 The annexes form an integral part of the 

Agreement. In the event of any conflict between 

this Agreement and the provisions of the annexes, 

the provisions of the Agreement will always 

prevail.  

Clause 2: Client classification 

2.1 In principle, LYNX classifies its clients, 

including the Client, as non-professional clients.  

2.2 LYNX offers its clients, under certain 

conditions, the possibility to opt up for a 

classification as professional investor. This opt up 

will be agreed separately in writing. LYNX is not 

obliged to honour a request by the Client to opt for 

a classification that is different from the 

classification applicable to the Client pursuant to 

applicable legislation and regulations.  

2.3 The LYNX Client Classification Policy is 

included in the "Lynx Client Classification Policy" 

(Annex 1) and contains an explanation of the 

principles of classification. 

Clause 3: Acceptance of clients 

3.1 LYNX is entitled not to accept natural persons 

and/or legal entities without giving reasons. This 

Agreement is entered into under the suspensive 

condition of acceptance of the Client by LYNX.  

3.2 The execution-only services offered by LYNX 

are not oriented towards what is known as a "U.S. 

Person". A natural person is a U.S. Person if they 

are a U.S. citizen or a U.S. resident according to 

the definitions below. The Client guarantees 

LYNX that they are not a U.S. Person. 

U.S. citizen 

A natural person is a U.S. citizen if they: 

­ were born in the United States of America; 

­ were born in the Commonwealth of the 

Northern Mariana Islands after 3 November 

1986; 

­ have been naturalised as a U.S. citizen; or  

­ have at least one parent who is a U.S. citizen; 

in this case, other conditions must also be 

met; these conditions are listed on: 

www.irs.gov. 

 

mailto:info@lynxbroker.fi
http://www.irs.gov/
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U.S. resident 

A natural person is considered a U.S. resident if 

they: 

­ have or had a certain type of U.S. Green 

Card. You can contact a tax advisor for 

information on the type of Green Card 

involved. You can also find information on 

U.S. Green Cards at: www.irs.gov. 

­ complies with the substantial presence 

test, as defined below. 

Substantial presence test 

In order to pass the substantial presence test, a 

natural person must have been physically present 

in the United States for at least: 

­ 31 days in the current year; and 

­ 183 days in the three-year period that 

comprises the current year and the two 

immediately preceding years. 

Whether the 183-day test is satisfied is 

determined by adding up the following: 

­ all days the natural person was present in the 

United States in the current year;  

­ one third of the days in which the natural 

person was present in the United States in 

the first year preceding the current year; and  

­ one sixth of the days in which the natural 

person was present in the United States in 

the second year preceding the current year. 

3.3 Residents of jurisdictions that do not permit or 

restrict the provision of financial services to their 

residents may not make use of the execution-only 

services provided by LYNX and indemnify LYNX 

against the loss suffered by LYNX as a result of 

violation of this prohibition. 

Clause 4: Customer due diligence and 

appropriateness test 

4.1 LYNX will in all cases conduct a customer due 

diligence into the persons who request the 

entering into of an agreement with LYNX on the 

basis of applicable anti-money laundering and 

anti-terrorism legislation. LYNX may, as a result of 

the 'know-your-client principles', carry out an 

appropriateness test in respect of the transactions 

requested by the Client and may also obtain 

information from the Client for that purpose. 

4.2 On LYNX's request, the Client will provide the 

cooperation requested by LYNX to the 

aforementioned customer due diligence and 

appropriateness test. In this context, the Client will 

always answer the questions posed by LYNX in 

good faith.   

4.3 By entering into this Agreement, the Client 

declares that the information provided by the 

Client on the "LYNX-tilinavauslomake" as 

included on the LYNX website is correct, accurate 

and up to date. The Client accepts that LYNX 

relies on the information provided therein when 

providing its services under this Agreement. The 

Client is obliged to inform LYNX of any changes in 

the information provided by the Client to LYNX. 

LYNX is not liable for loss suffered by the Client 

as a result of the failure to pass on and update or 

correct the information provided. 

Clause 5: Periodic reports 

LYNX will provide the Client with reports on the 

service(s) provided under this Agreement on a 

durable medium. The manner of provision, 

content, frequency and timing of the periodic 

reports that LYNX provides the Client with in 

respect of the services provided by LYNX under 

http://www.irs.gov/
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this Agreement are described in the document 

entitled “period reports” (Annex 2). 

Clause 6: Risks of execution-only services 

6.1 LYNX describes the characteristics of the 

financial instruments to which the services under 

this Agreement may relate, including the specific 

investment risks associated therewith, on the 

LYNX website, www.lynxbroker.fi, and the specific 

product pages on www.lynxbroker.fi/asiakirjat/. A 

Client must read of this information before they 

decide to trade in the relevant instrument.   

6.2 The Client confirms that they will only trade in 

financial instruments of which the Client has 

sufficient knowledge and understanding. The 

Client declares that they have read and 

understood the document entitled “risk warnings 

and information on financial instruments” (Annex 

3) which sets out the characteristics and risks of 

financial instruments. The Client accepts that it is 

the responsibility of the Client to accept 

information and documentation regarding the 

financial instruments chosen by the Client, 

including, for example, a prospectus and key 

investor information, and to continue to monitor 

these financial instruments during the holding 

thereof.  

6.3 LYNX will intermediate in the securities credit 

(margin lending) offered by IB. The Client can 

enter into a margin lending agreement with IB 

through LYNX. The Client declares that they are 

aware of the risks associated with margin lending, 

as detailed in the document entitled “information 

about the features and risks of margin lending” 

(Annex 4).  

6.4 When placing orders with LYNX, the Client will 

use the trading platform of IB and/or a party 

affiliated to it and the functionalities offered by this 

platform. The Client declares that they have read 

the content on the LYNX website which provides 

instructions about the trading platform. The Client 

is at all times fully responsible for the protection 

and confidentiality of their user name and 

password which give access to the IB trading 

platform and will keep this information strictly 

confidential. The Client may at any time replace 

the existing password with another password to 

be chosen by the Client. It is always the Client's 

responsibility to change the password 

immediately if the Client suspects that the existing 

password is no longer confidential. At the Client's 

request, LYNX may block or temporarily block 

access to their account on the IB trading platform. 

 6.5 The Client is responsible for the payment of 

any taxes and, if they are obliged to do so, for 

providing information about their giro credits and 

investments held via IB to the relevant tax 

authorities. If LYNX is obliged to do so, LYNX will 

provide the competent tax authorities with 

information relating to the Client. 

Clause 7: Liability and indemnity 

7.1 LYNX undertakes to perform all acts in the 

context of its instruction with due care. Apart from 

this duty of care, LYNX accepts no responsibility 

and is not liable for acts performed by the Client 

or their authorised representatives. LYNX is only 

liable for intent or gross negligence in respect of 

its activities in the context of its provision of 

services (including compliance with regulatory 

legislation and regulations).  

7.2 The Client will indemnify LYNX against claims 

by third parties and compensate LYNX for loss 

suffered as a result thereof, in so far as such 

claims or loss is the result of a fault or culpable act 

on the part of the Client.  

http://www.lynxbroker.nl/
http://www.lynxbroker.fi/asiakirjat/
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7.3 The Client understands and accepts that any 

investment in a financial instrument, including a 

prudent and conservative investment, entails a 

risk of loss. LYNX accepts no liability for negative 

returns realised by the Client or for the 

preservation of their invested assets. The Client 

further understands that there may be tax 

consequences in buying and selling financial 

instruments (such as the payment of capital gains 

tax on any investment returns or a transfer tax). 

7.4 LYNX is not liable for loss suffered by the 

Client that is directly or indirectly the result of or is 

related to inaccuracies in and/or the non-receipt 

or delayed receipt of price information, 

calculations or other information provided by 

LYNX to the Client. Nor is LYNX liable for loss 

suffered by the Client that is directly or indirectly 

the result of or is related to analyses, investment 

recommendations, investment research or other 

information of any nature whatsoever relating to 

the Client's investments. 

7.5 LYNX is not liable for any shortcomings of third 

parties, including IB and/or any party affiliated to 

IB.  

7.6 LYNX is not liable for loss or damage suffered 

by the Client as a result of measures (including a 

trade blockade), which LYNX or a third party 

engaged by it, including IB and/or any party 

affiliated to IB, is entitled or obliged to take on the 

basis of any mandatory government regulation, an 

instruction from a regulator or a regulation of any 

stock exchange or other trading platform, 

wherever in the world, or in connection with 

exceptional circumstances.  

7.7 In special circumstances, delays may occur in 

the execution of Client's orders. This includes the 

failure of order systems and heavy traffic on the 

stock exchange or other trading systems. LYNX is 

not liable for any loss arising as a result thereof, 

either directly or indirectly, unless there is intent or 

gross negligence on the part of LYNX.  

7.8 If, without prejudice to the provisions of this 

Agreement, LYNX is liable for any loss, such 

liability will be limited to direct loss. In that case, 

LYNX is expressly not liable for indirect loss such 

as loss of profit or consequential loss. 

Clause 8: Costs and fees 

8.1. LYNX will charge the Client transaction costs 

for the execution-only services provided by LYNX 

as referred to in clause 1.1(II) of this Agreement. 

The transaction costs are calculated per 

transmitted order. LYNX's list of fees as included 

on its website (www.lynxbroker.fi/hinnat/kaikki-

hinnat/) shows the transaction costs charged by 

LYNX per product for transmitting the order to IB. 

LYNX reserves the right to change these costs 

and fees at any time and with immediate effect. 

The list of fees on the LYNX website always 

shows the current transaction costs. 

8.2 For the additional services provided by LYNX 

as referred to in clause 1.2 of this Agreement, 

LYNX will charge the Client interest costs. The list 

of fees on the LYNX website always shows the 

current interest costs.  

8.3 For the provision of services as referred to in 

clause 1.1(I) of this Agreement, LYNX will charge 

the Client a margin on the positive interest the 

Client receives on any money and/or securities 

accounts they hold at IB.                          

The list of fees on the LYNX website always 

shows the current margin.    

8.4 The execution of the orders takes place on the 

platform of IB or any if its affiliated parties. The list 

http://www.lynxbroker.fi/hinnat/kaikki-hinnat/
http://www.lynxbroker.fi/hinnat/kaikki-hinnat/
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of fees shows the transaction costs per product 

charged by IB for IB's execution of the order. 

These costs may be changed by IB in accordance 

with the IB Client Agreement. The list of fees on 

the LYNX website always shows the current 

transaction costs. In addition to the transaction 

costs referred to in this clause, the Client will also 

owe IB other fees, including but not limited to tax 

fees, clearing fees, custody fees and other 

exchange-related fees, all on the basis of the IB 

Client Agreement. 

8.5 Transaction costs payable to LYNX will be 

debited from the cash balance on any accounts 

held by the Client via IB and to the extent required, 

the Client grants LYNX the necessary permission 

or authorisation to collect/receive these costs. 

Transaction costs will be processed immediately 

after the transaction. Interest costs will be debited 

per day or per month from the account held by the 

Client via IB or any IB affiliate, depending on the 

type of interest. 

Clause 9: Conflict of Interests 

9.1 LYNX has a conflict of interests policy. This 

conflict of interests policy is available on the LYNX 

website (www.lynxbroker.fi/asiakirjat/). 

The Client may request further details of the 

conflict of interests policy from LYNX in 

accordance with the manner described in clause 

16 (notifications, announcements and requests). 

9.2 If a conflict of interests proves to be 

unavoidable and the organisational and 

administrative measures taken by LYNX cannot 

prevent the potential consequences thereof for 

the Client, LYNX will inform the Client immediately 

and provide information on the steps taken or to 

be taken by LYNX to mitigate the associated risks. 

Clause 10: Best Execution 

10.1 LYNX only transmits orders received from 

the Client. It does not execute them. There is 

therefore a limited best execution obligation on 

LYNX under the applicable laws and regulations. 

Orders from the Client will be transmitted for 

execution exclusively to IB. IB in its capacity of 

executing broker has its own best execution 

obligation. LYNX's Best Execution policy is 

described in Annex 5. We have included the Best 

Execution policy of IB, on the LYNX website 

(www.lynxbroker.fi/asiakirjat/). 

The Client hereby declares that they agree with 

IB's Order Execution Policy. 

Clause 11: Recording of telephone calls / 

electronic communications 

11.1 LYNX may record and store telephone calls 

and all forms of electronic communication with the 

Client in connection with the provision of services 

under this Agreement.  

11.2 A copy of the recording of these 

conversations and communications with the Client 

is available on request for a period of five years 

(or for a maximum period of seven years if the 

AFM so requests). 

Clause 12: Complaints 

Internal complaints procedure 

12.1 All complaints made by the Client with regard 

to the services provided by LYNX under this 

Agreement must be submitted in accordance with 

the complaints procedure set out in Annex 6 and 

will be dealt with in accordance with the procedure 

described therein. 

 

http://www.lynxbroker.fi/asiakirjat/
http://www.lynxbroker.fi/asiakirjat/
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Clause 13: KiFID 

13.1 If the Client is not satisfied with the outcome 

of the handling of a complaint in accordance with 

LYNX's internal complaints procedure, the Client 

may submit the complaint to the Financial 

Services Complaints Institute (Klachteninstituut 

Financiële Dienstverlening, KiFID). LYNX is a 

member of KiFID under the registration number 

400.000120. LYNX accepts the recommendations 

of KiFID as binding. Incidentally, this does not in 

any way preclude the Client from submitting a 

possible claim to the competent court in 

Amsterdam. 

Clause 14: Notices, announcements and 

requests 

14.1 The Client expressly agrees that all 

correspondence, communication, information 

and/or documentation between the Client and 

LYNX relating to this Agreement and the provision 

of the services under this Agreement will be in the 

local language. The Client expressly agrees that 

all correspondence, communication, information 

and/or documentation between the Client and IB 

or any party affiliated with IB (whether or not 

forwarded to the Client by LYNX) relating to the 

securities and/or money accounts which were 

opened by the Client with IB through the 

introduction of LYNX as per clause 1.1 (I) and the 

provision of services connected herewith by IB or 

any party affiliated with IB will be in English.  

14.2 All notices, announcement, requests and 

other communications to be made pursuant to the 

Agreement will be made (depending on the nature 

of the notice) by post or email or via a website, 

using the contact details set out below: 

 

LYNX 

­ Correspondence address:  

Herengracht 527 

1017 BV Amsterdam 

The Netherlands 

­ Email address: info@lynxbroker.fi    

­ Website: www.lynxbroker.fi  

Client 

­ Client's email address as provided to LYNX 

via the LYNX Opening Form. 

­ Client's postal address as communicated to 

LYNX via the LYNX Opening Form. 

14.3 The Parties may change the contact details 

as set out above by means of a written message 

to the other party.  

14.4 The Client is responsible for keeping all 

information provided up-to-date and accurate at 

all times. 

Clause 15: Miscellaneous 

15.1 LYNX is regulated and supervised by the 

AFM and DNB (Dutch Central Bank). The contact 

details of the AFM and DNB are as follows: 

Netherlands Authority for the Financial 

Markets  

­ Postal address: 

Mailbox 11723 

1001 GS AMSTERDAM 

The Netherlands 

 

 

mailto:info@lynxbroker.fi
http://www.lynxbroker.fi/
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­ Correspondence address: 

Vijzelgracht 50 

1017 HS AMSTERDAM 

The Netherlands 

­ Website: www.afm.nl/consumenten/contact 

­ Email address: info@afm.nl  

The Central Bank of the Netherlands 

­ Postal address: 

Mailbox 98 

1000 AB AMSTERDAM 

The Netherlands 

­ Correspondence address: 

Westeinde 1 

1017 ZN AMSTERDAM 

The Netherlands 

­ Telephone number: 0800 – 020 1068 

­ Email address: info@dnb.nl  

15.2 Should LYNX go bankrupt as a result of 

which LYNX can no longer meet its obligations 

relating to this Agreement, the Client may be able 

to seek compensation from the Netherlands 

investor compensation scheme, the BCS. The 

document entitled “investor compensation 

scheme” (Annex 7) contains more information 

regarding the investor compensation scheme to 

which LYNX is affiliated.  

15.3 LYNX is entitled to transfer all or part of the 

execution of this Agreement to a third party or to 

be represented by a third party when receiving 

and transmitting orders to IB. If this occurs, the 

Client will be informed accordingly and the 

outsourcing policy of LYNX will be observed. 

 

Clause 16: Changes and invalid provision 

16.1 If drastic changes occur in the information 

provided by LYNX to the Client under this 

Agreement (including annexes), LYNX will inform 

the Client in good time in accordance with the 

manner of notification as described in clause 14.2.  

16.2 LYNX may amend this Agreement and each 

of the documents referred to in the LYNX Opening 

Form from time to time. The amended version will 

enter into effect at the time of publication, unless 

stated otherwise. If the changes limit the Client's 

rights or increase their responsibilities, LYNX will 

publish a notice on the website page 

http://www.lynxbroker.fi/asiakirjat/ and inform the 

Client of this at least 60 days in advance. If the 

Client continues to use the services of LYNX after 

the changes to this Agreement have become 

effective, the Client agrees to be bound by these 

changes. If the Client does not agree to the 

changes, they may close the account before the 

changes take effect. 

16.3 If one of the provisions of this Agreement is 

null and void or voidable due to violation of the 

law, or otherwise proves to be invalid, the other 

provisions of this Agreement will remain in force. 

If one of the provisions proves to be invalid, the 

Parties undertake to consult with each other about 

an alternative arrangement that does justice, as 

far as possible, to the situation intended by the 

Parties. 

Clause 17: Applicable law 

17.1 The contractual relationship between the 

Parties, as well as questions about the existence 

and formation thereof, are governed exclusively 

by Dutch law. This does not prejudice the Client’s 

right to rely on any mandatory rules (including 

http://www.afm.nl/consumenten/contact
mailto:info@afm.nl
mailto:info@dnb.nl
http://www.lynxbroker.fi/asiakirjat/
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consumer protection requirements) which apply 

under the laws of the Client’s country of residence. 

Clause 18: Term of the Agreement / 

Termination 

18.1 The Agreement has been entered into for an 

indefinite term.  

18.2 The Agreement can be terminated at any 

time by either party in writing, including by letter or 

email. A notice period of one calendar month 

applies to LYNX. No notice period applies to the 

Client.  

18.3 When this Agreement and the order given 

therein are terminated, LYNX will agree on a 

transition plan in consultation with the Client. This 

plan will include one of the following options: 

­ the Client will continue the relationship with IB 

and will continue to hold any of its securities 

accounts/money accounts with or via IB and 

will in future place orders directly with IB 

without the intervention of LYNX;  

­ LYNX will settle the securities positions and/or 

funds on any IB securities accounts/money 

accounts held via IB and will have these 

accounts closed. 

During the settlement, the provisions of this 

Agreement will continue to apply in full. 

Clause 19: Competent court 

19.1 In addition to the option open to the Parties 

to submit complaints and disputes to KiFID, the 

Parties agree that the District Court of Amsterdam 

will have exclusive jurisdiction to hear any 

disputes between the Parties that may arise as a 

result of or pursuant to this Agreement. 

 

Clause 20: Confidentiality / Privacy Statement 

20.1 In exercising its powers under this 

Agreement, LYNX will exercise due care to 

safeguard the confidential nature of this 

relationship. 

20.2 Under this Agreement, LYNX is permitted to: 

­ provide confidential information to those 

internal and external officers, staff members 

and legal advisers who need to have 

knowledge of such confidential information in 

order to support the provision of the services 

as described in clause 1; 

­ provide confidential information on request or 

instruction from a competent court, 

supervisory or other competent body. 

The Parties will only share confidential information 

with third parties if they written permission to do 

so. 

20.3 The Client declares that they are aware that 

the personal data to be provided by them to LYNX 

will be processed by LYNX and third parties. For 

an explanation of how LYNX handles personal 

data, reference is made to the most recent version 

of the Privacy Statement on the website page 

www.lynxbroker.fi/privacy/.

http://www.lynxbroker.fi/privacy/
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Annex 1: Client Classification Policy LYNX B.V. 

1. LYNX offers investment services and is 

therefore obliged under the applicable laws 

and regulations to classify its clients into 

relevant client categories. These categories 

are: non-professional client, professional 

client, or eligible counterparty. A client's 

classification into a category has 

consequences for the degree of protection the 

client enjoys and the duty of care that LYNX 

has in respect of the relevant client. For 

example, a professional client enjoys less 

protection than a non-professional client.  

2. LYNX provides its (execution-only) 

investment services to non-professional 

clients and to professional clients. LYNX has 

chosen to, in principle, classify its clients as 

non-professional clients. Based on the 

applicable laws and regulations, it is possible 

to classify non-professional clients as 

professional clients. Section 3 below sets out 

the conditions based on which you may be 

classified as a professional client at your own 

request. LYNX determines the extent to which 

it will honour such a request.  

3. LYNX will never classify you as a professional 

client at its own initiative. However, you may 

send LYNX a written request to be classified 

as a professional client. As indicated above, 

LYNX is not obliged to honour such a request. 

If LYNX takes such a request into 

consideration, it will in any event not honour 

the request if an assessment conducted by 

LYNX into your expertise, experience and 

knowledge in view of the Agreement does not 

reasonably demonstrate that you are able to 

make your own investment decisions and to 

assess the corresponding risks yourself. You 

must in any event meet two of the following 

quantitative criteria in order to be eligible for 

classification as a professional client:  

a. during the previous four quarters, you 

carried out an average of 10 transactions 

of a considerable size each quarter;  

b. the size of your portfolio of financial 

instruments, comprising both cash 

deposits and financial instruments, is 

greater than EUR 500,000; 

c. you work or have worked in the financial 

sector for at least one year, whereby you 

are or were engaged in activities that 

require knowledge of the intended 

transactions or services.  

You will furthermore have to meet the 

qualitative criteria that there must be 

reasonable certainty that you, as a non-

professional client, are able to make your own 

investment decisions and assess the 

corresponding risks yourself. 

4. Additionally, before honouring any request 

from you as described in Section 3, LYNX will 

warn you about the lower degree of protection 

related to being a professional client and 

about the fact that the investor compensation 

scheme will no longer apply to you (see 

Annex 7 for an explanation of the investor 

compensation scheme). In that case, you 

must also confirm in a separate document that 

you are aware of the consequences related to 

the lower degree of protection. 
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If you are classified as a professional client by 

LYNX, but at any given moment no longer comply 

with the conditions related to this classification as 

a professional client, LYNX will classify/reclassify 

you as a non-professional client and inform you 

accordingly.
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Annex 2: Periodic reports 

General 

Through LYNX you have access to a wide range 

of reports, which, among other things, provide 

information on movements on the securities 

account, trading activity and risks. 

Reports are made available to you in the 

administrative section of the securities account 

you hold with Interactive Brokers ("IB"), 

hereinafter referred to as "Account 

Management". Via our website 

(www.lynxbroker.fi: Login Account Management) 

you will receive a link to the online Account 

Management environment. Account Management 

is an IB system. 

Via Account Management you can configure that 

reports also be sent to you periodically (daily and 

monthly) by e-mail. In addition, you can customise 

statements of the securities account and other 

reports. The reports are available in various 

formats, such as online and as a CSV and/or PDF 

file. 

Reports from Interactive Brokers 

In addition to offering a securities account, IB also 

executes your orders placed with regard to 

financial instruments submitted via LYNX. The 

reports drawn up by IB on your securities account 

and the execution of orders are made available to 

you via Account Management. 

What reports are there? 

You can request a standard (i) statement of the 

securities account via Account Management. 

This statement shows all movements that have 

taken place on your securities account during the 

period selected by you.  Transactions, transaction 

costs and taxes, change of cash position(s), 

dividend payments, deposits and reversals are 

shown.  

Various (ii) risk reports provide insight into how a 

securities account performs under various 

scenarios. The (iii) Value at Risk (VaR) report 

shows how much a portfolio can lose as a result 

of market movements over a given time horizon. 

The (iv) margin report shows what the margin 

requirements were for both the whole securities 

account and per position and the (v) stress test 

report shows the value and profit and loss of the 

positions when underlying prices rise and fall.  

The (vi) Portfolio Analyst provides a 

comprehensive, professional performance 

analysis with a user-friendly modern interface. 

Positions and transactions by asset class or 

currency, for example, are shown and interactive 

charts show current and past values. 

The annual 'ex-post' (retrospective) overview of 

(vii) costs and charges related to the services of 

LYNX and IB and the transactions executed is 

made available via Account Management. 

Finally, the (viii) Audit Trail is a file in which the 

daily trading activities are stored. In this way, it is 

possible to retrieve, among other things, which 

orders were sent to the exchange, which orders 

were changed, what the details of the order are 

and why an order was not accepted. Every day, 

one Audit Trail is created with the name of the day 

of the week. 

 

http://www.lynxbroker.fi/


 

14 
 

The aforementioned reports (i) to (vi) and (viii) are 

drawn up by and under the responsibility of IB. 

The aforementioned report (vii) is drawn up by IB 

via Account Management, but this is done under 

the responsibility of LYNX. 

When will the reports be available? 

Reports are available in most cases from the first 

working day after the end of the period to which 

the report relates. With regard to your securities 

account, you can consult the daily, monthly and 

annual reports via Account Management. You can 

also select a period for which you would like to 

receive a report.
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Annex 3: Risk warnings and information on financial instruments 

The information included in this document is 

provided to you, as a non-professional investor, in 

accordance with European and Dutch laws and 

regulations. The information contained in this 

Schedule 3 intends to provide you with a general 

description of the main features and risks of 

(investing in) securities, such as shares and 

bonds, and derivatives, such as futures, options 

and contracts for differences (CFDs). This 

document also covers more general risks 

associated with investment markets. Please note 

that you should always check whether the issuer 

of securities or the provider of derivatives has 

published specific information about the relevant 

security or derivatives, such as a prospectus or 

key information document, and consult this 

information carefully before making any 

investment decision. If you do not understand the 

nature and extent of your exposure to the nature 

and risks associated with a product, you should 

not trade in such product. You should ensure that 

the products you are trading in are suitable for you 

in light of your personal circumstances and 

financial position. Certain strategies, such as 

spreads and hedging positions, can be as risky as 

simple long or short positions. We wish to point 

out that this document does not disclose all 

possible risks associated with different types of 

investments or financial markets.  

We would like to emphasise that where you 

classify as a retail client, you should pay particular 

attention to this document considering the fact 

that your level of experience, knowledge and 

expertise is lower than that of a professional client 

or eligible counterparty. You should therefore read 

this document and make sure you understand the 

below. There are risks involved in relation to any 

investment you may make via LYNX with 

Interactive Brokers.  

We have set an outline of some general risk 

warnings that are relevant to most types of 

investments and investment strategies and of 

which you should be aware: 

a. You should always remember that you may 

not get back the amount originally invested as 

the value of the investments, and the income 

from them can go down as well as up. There 

are no guaranteed returns. The price or value 

of an investment will depend on fluctuations in 

the financial markets that are outside our 

control; 

b. Past performance is not a guide to future 

performance; 

c. The value of an individual investment may fall 

as a result of a fall in markets depending, for 

example, on the level of supply and demand 

for a particular financial instrument, the 

investors or market perception, the prices of 

any underlying or related investments or other 

political and economic factors; 

d. With regard to investments designated to be 

held for the medium to long-term or with 

limited liquidity or with a fixed maturity date or 

with significant up-front costs, you should be 

aware that early redemption may result in 

lower than expected returns, including the 

potential for loss to the amount invested; 

e. Trading in off exchange investments, that is 

investments which are not traded under the 

rules of a regulated market or exchange or 

where there is no recognised market, and 
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which are not settled through a regulated 

clearing house, exposes the investor to the 

additional risk that there is no certainty that 

the market makers will be prepared to deal in 

such investments and as a consequence 

there might be no secondary market for such 

investments. There may also be restrictions in 

relation to access and liquidity, for example, 

investments may only be made or redeemed 

on certain dates or with prescribed period of 

notice. You should be aware that it may be 

difficult to obtain reliable information about the 

current value of such investments or the 

extent of the risks to which they exposed; 

f. You will be exposed to concentration risk 

where there is an insufficient level of 

diversification in your account and you are 

excessively exposed to one or a limited 

number of investments; 

g. Correlation risk refers to the probability that 

the actual correlation between two assets or 

variables will behave differently than what 

anticipated. The consequence is that your 

portfolio could be riskier than originally 

envisaged. Correlation is a term used to 

compare how one asset class might behave 

in comparison to another asset class. 

Assessing the correlation between different 

assets in your portfolio is important in 

managing the riskiness of the account; 

h. Volatility is a statistical measure of the 

tendency of an individual investment to 

feature significant fluctuations in value. 

Commonly, the higher the volatility, the riskier 

the investment; 

i. Regulatory/Legal risk is the risk from 

regulatory or legal actions and changes which 

may reduce the profit potential of an 

investment or cause a loss on your 

investment. Legal changes could even have 

the effect that a previously acceptable 

investment becomes illegal or if affects the tax 

treatment of your investment may impact its 

profitability. Such risk is unpredictable and 

may depend on various political, economic 

and other factors; 

j. Operational risk, such as breakdowns or 

malfunctioning of essential systems and 

controls, including IT systems, can impact the 

ability of closing your investments or 

otherwise transact. 

In addition to the above, we have set out risks 

relating to investments in financial instruments 

and specific risks related to certain complex 

products.  

A) Risks relating to investments in financial 

instruments 

I. Introduction 

Below, please find a description of typical risks 

applicable to all types of investments you may 

make via Interactive Brokers. The risks described 

below are cumulative and mutually enhancing. 

Volatility: 

The prices for financial instruments and securities 

are subject to some major fluctuations over time. 

The degree of the price fluctuations within a 

particular period is referred to as volatility. 

Volatility is calculated based on historical data 

using statistical methods. The higher the volatility 

of a financial instrument, the higher the risk 

inherent in the investment. However, volatility is 

based on past changes in prices only and thus is 

not a reliable indicator for future price trends. 
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Liquidity and fungibility risks: 

Liquidity or fungibility, respectively, describes the 

investor’s option to be able to dispose of the 

financial instrument at any time. The basic option 

to make such disposition is referred to as 

fungibility. Liquidity means the option to be able to 

dispose of financial instruments without a sales 

order, which is deemed of average size common 

on the market, triggering noticeable or lasting 

fluctuations in the prices and thus can only be 

completed at significantly lower rates. In particular 

tight and illiquid markets may be the reason for 

difficulties to purchase or sell financial 

instruments. Some financial instruments are 

quoted over a long period of time, without any 

underlying genuine turnover. Completing an order 

in such markets is not possible immediately, is 

only possible in part, or at extremely unfavorable 

terms. This could also result in higher transaction 

costs. 

Currency risk: 

Investors face a currency risk when holding 

financial instruments in a currency which is not 

their home country’s currency. The currency risk 

is realized if the ratio between the investor’s home 

country currency and the foreign currency 

increases. Hence, even in the event that the 

prices increase, such transactions may result in 

losses. Currencies and foreign exchange are 

subject to the impact of short-, medium-, and long-

term factors. In fact, market views, current political 

events, speculations, economic developments, 

interest trends, monetary policy decisions, and 

macroeconomic factors may influence foreign 

exchange rates. 

 

 

Inflation risk: 

Inflation risk means the risk that the investor 

suffers pecuniary losses due to progressing 

currency devaluation (inflation). 

Economic risk: 

Economic trends which were inaccurately 

predicted or could not be foreseen may have 

adverse effects on future trends of the prices for 

financial instruments. The changes in the 

economic activities of a nation always affect the 

development of prices of financial instruments. 

Credit risk: 

Lending against a portfolio or securities account is 

an instrument which investors frequently use to 

remain solvent and thus remain able to take 

actions. Please note that you must first generate 

the interest owed on the loan granted to fund your 

investment before you will generate profits. In 

addition, you must repay the loan. As a result, the 

risk-reward ratio shifts. Since the financial 

instruments are used as collateral when lending 

against a portfolio, negative price trends may 

result in a decline of the collateral value of your 

portfolio due to the decline in prices. In that case, 

you are typically required to make additional 

payments and provide the lender with additional 

collateral in order to ensure sufficient security for 

the loan--otherwise, the loan may be cancelled. In 

extreme cases, securities in the account may be 

subject to a compulsory sale by the lender. This is 

the case in particular if the requested additional 

funds are not provided or not provided in a 

sufficient amount. In addition, there is no certainty 

that your securities account can be used in the 

future to fully settle your obligations. 
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Tax risks: 

The investors’ taxation always affects the 

sustainable return on their investments. The 

treatment of gains and proceeds from securities 

and similar transactions for tax purposes may 

change. In addition to the direct impact on the 

investor, such changes can also impact the 

earnings position of companies and thus have 

adverse or favorable effects on the price trends of 

financial instruments. 

Before investing, please research the underlying 

tax conditions and treatment of the intended 

capital investments for tax purposes. 

Incidental costs: 

Any commission and transaction costs incurred as 

well as recurring costs (such as portfolio 

management fees) affect the potential profits from 

the respective transaction. 

The higher the costs relating to the transaction, 

the longer it takes to reach the breakeven point. 

At the same time, your chances to generate profits 

decline since these costs must first be earned 

again before you can generate any profits. 

Therefore, please consider the ratio of fees and 

total net transaction value. 

Day trading risks 

It is possible to purchase and sell financial 

instruments such as stocks and derivatives in a 

day trading transaction in order to benefit from 

minor and short-term price fluctuations. These 

transactions are speculative trading techniques 

since medium- and long-term factors do typically 

not affect the pricing. The investor must take into 

consideration that a sale or closing of the position 

effective the next business day (overnight risk) 

may be necessary in order to avoid any rate 

losses; thus, losses are generated. The higher the 

basic volatility of the respective financial 

instrument, the higher this risk. The risk of total 

loss is therefore generally higher in this trading 

approach; in particular, this risk increases in 

proportion to the number of transactions. The 

impact of fees is of particular significance in this 

trading approach since the fees increase when 

entering into a large number of transactions (cf. 

also “Incidental costs” under A.I. below). Those 

fees can be disproportionately high. To the extent 

that day trading transactions are pursued on loan, 

the investor must consider that the obligation to 

repay said loan exists regardless of the outcome 

of the transaction and that additional costs may be 

incurred due to interests which first must be 

earned before the investor can break even. If 

futures transactions are pursued in the course of 

day trading activities, additional collateral or 

equity may have to be provided if losses occur at 

the same time which exceed the capital invested 

or the collateral provided. In day trading, the 

customer is in competition with professional and 

financially strong market participants. Customers 

who wish to day trade should, given the facts 

outlined above, have profound knowledge and 

experience with regards to markets, trading 

techniques and strategies, as well as derivative 

financial instruments. 

II. Risk inherent in stock trading transactions 

1. Nature of a stock 

A stock is a share or owner certificate which 

certifies in a stock certificate the stakeholder 

rights of the stockholder in a stock corporation. 

The owner or holder of a stock is not a creditor of 

the company, but rather holds an equity interest in 

the company as the co-owner of the assets. 
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Stocks may be subject to different concepts in 

terms of transferability (fungibility). In fact, in case 

of bearer shares, a transfer of title of ownership is 

not subject to any special form requirements. In 

case of registered stocks, however, the stocks are 

registered in the investor’s name in the company’s 

stock register. Vis-à-vis the company, only the 

persons registered in said register are deemed 

stockholders. Only those persons may therefore 

exercise their rights either themselves or by proxy. 

If a stockholder waives registration in the stock 

register, that stockholder typically does not 

receive any information from the company nor 

does the stockholder receive an invitation to any 

general assemblies. Thus, the stockholder de 

facto loses their voting right. So-called registered 

shares with restricted transferability are a special 

type of registered stocks. The transfer of such 

shares to a new stockholder required the 

company’s prior approval. Without such approval, 

the stock cannot be transferred. 

Common stock: 

Common stock is the most common type of stocks 

and grant the stockholder the legal and statutory 

rights related to them. 

Preferred stock: 

Preferred stock, on the other hand, typically entail 

preemptive rights regarding the distribution of 

profits or the proceeds from any liquidation or 

insolvency proceedings. Preferred stock may be 

issued with or without voting rights. More often 

than not, they do not grant the stockholder the 

right to vote in general assemblies. 

 

 

2. Risks 

Stock trading is, in addition to the general risks 

inherent in the investment in securities, subject to 

additional specific risks which are outlined below. 

Entrepreneurial risk: 

Since the investors participate in the economic 

development of the company after purchasing the 

stock, they are basically entrepreneurs and thus 

has access to the rewards related to that 

enterprise; however, they also bear the 

corresponding risks. The entrepreneurial risk also 

entails the risk that the company’s business 

activities do not result in any success. In extreme 

cases, this may also lead to the company’s 

insolvency. In that case, your investment may 

result in a total loss. This applies even more since 

stockholders in such insolvency scenario do not 

participate in any existing assets until all other 

creditors’ claims have been settled. 

Price change risk: 

Stock prices are subject to fluctuation, in some 

cases, these fluctuations can be rather extreme. 

They typically depend on the supply and demand 

situation. They are marked by general economic 

expectations and the company’s special 

circumstances. 

No reliable conclusions for the future can be 

drawn from past price trends. 

In the long run, price fluctuations are dependent 

on a company’s earnings position which in turn is 

affected by the macroeconomic trends and the 

underlying political conditions. From a medium-

perspective, effects from economic, currency, and 

monetary policies overlap. On a short-term basis, 

current events limited in time such as 
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disagreements or legal disputes, international 

crises, commodity prices, or many other 

parameters affect price computations and market 

sentiment. In principle, one can distinguish 

between the general market risk inherent in a 

stock and the company-specific risk. The general 

market risk is the risk of changes in prices 

resulting from general trends in the stock market 

which are not directly correlated to the economic 

position of the individual companies. Hence, 

based on the market as whole, the price of a stock 

at the stock exchange decreased despite the fact 

that the current economic situation of the 

company has not changed. Such general market 

risks can overlap positive company-specific 

developments, relativize, mitigate, or completely 

eliminate effects. It cannot be predicted how long 

such effects prevail. 

Company-specific risk: 

Company-specific risks means risks directly or 

indirectly related to the company itself. This 

means in particular the company’s position in the 

market environment, decisions made by the 

management, and similar circumstances directly 

related to the company. The underlying general 

conditions include in particular the inflation rate, 

the prime rates, underlying tax and legal 

conditions, and the general market psychology. It 

can be observed frequently that stocks or entire 

stock markets experience major value and 

assessments fluctuations without any changes in 

the underlying conditions. Indeed, the value of 

stocks and assessment of stock markets are often 

exaggerated as well. 

Country risk: 

If stocks in foreign companies are acquired or if 

the securities account is maintained abroad, the 

investor may be subject to capital transfer 

restrictions which may make it impossible for a 

short or longer period of time to sell stocks, 

receive dividends or transfer securities from the 

respective country. If foreign stocks are acquired, 

the investor must consider that these stocks are 

governed by foreign law and may be structured 

different from German stocks. In addition, foreign 

experts such as lawyers, tax consultants or courts 

may have to be involved to exercise rights or meet 

obligations and requirements. This may entail 

additional costs and obstacles. When acquiring 

foreign stocks, it is oftentimes more difficult to 

obtain the required information regarding the 

company or the stocks, participate in the general 

assembly or otherwise exercise rights. 

Liquidity risk: 

In particular in case of stocks in smaller 

companies with a low stock price or which are 

issued only in a small number it cannot be 

guaranteed that a buyer can be found to acquire 

the shares from the investor. This may result in not 

finding a buyer at all or in the investor being forced 

to accept significant discounts on the purchase 

price. The group of investors of smaller stocks, 

second-line stocks, and so-called penny stocks in 

particular is typically so small that the sale of such 

stocks is strongly limited or even unfeasible over 

a long period of time. Such stocks are also prune 

to price manipulations. In addition, when investing 

in foreign stocks, the investor must take into 

account that they may only be able to dispose of 

the sales price of the stock after longer periods or 

after the registration of the transfer when selling 

the stocks. 

III. U.S. stock exchanges: Specific risks 

inherent in penny stocks and OTCs: 

There is a rule in the United States where all 

companies whose stocks are publicly offered at 
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the exchange are required to report to the 

Securities Exchange Commission (SEC). Hence, 

financial statements and other information must 

be submitted, and the SEC must be notified about 

any changes. There are two major exceptions to 

these registration and reporting requirements. 

Regulation-S stocks: 

Such stocks must not be offered to non-U.S. 

citizens. During a period of 12 months, this stock 

cannot be sold within the United States. In 

addition, the buyer must agree to resell the stock 

only in compliance with the legal regulations 

applicable in the United States. These stocks may 

not be sold within the United States for a period of 

one year and may not be introduced to U.S. 

exchanges or markets without prior registration 

with the SEC. 

OTC stocks: 

The OTC market is a free market. These stocks 

are subject to the same restrictions as the 

Regulation-S stocks. 

Price manipulation risk: 

A common characteristic of the free markets is the 

fact that prices can be strongly affected by the 

activities of certain securities trading institutions 

acting as so-called market makers. Those 

institutions notified the exchange organizers that 

they will focus on those stocks and meet certain 

obligations regarding those securities. 

Oftentimes, OTC stocks have only one so-called 

market maker and said market maker is also the 

sole party interested in case the investor wishes 

to sell the acquired stock. Those market makers 

often act as their own trading party, i.e., they do 

not purchase and sell the stock as a broker on 

behalf of another customer, but rather at their own 

account. 

The prices are determined by those market 

makers and thus are not subject to supply and 

demand. 

It must be considered in this regard as well that 

the scope of the market and the market maker’s 

unique position entail the major risk of price 

manipulation and unfair pricing. 

There is no regular supply and demand scenario 

and no general interest in the development of the 

price. Due to the unique position, the market 

maker has the opportunity to manipulate the 

prices based on their own or third-party interests. 

This triggers the major risk of price fraud. 

Oftentimes, the price determined by the market 

maker is not based on a fair market price. Rates 

are occasionally determined randomly. 

Spread: 

There is often a large margin between the bid and 

ask rates, the so-called spread. 

The market maker earns this spread. Since the 

free markets are narrow markets, said spread is 

extremely high in some cases. 

This also means that the investor initially incurs a 

loss upon acquisition of such stock. 

In some cases, major and unrealistic rate 

fluctuations are required in order for the bid rate 

when selling the stock to exceed the initially paid 

ask rate. 

When trading via LYNX with Interactive Brokers it 

often occurs that the number of those stocks 

reaches the maximum of 500,000 units per order 
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due to the low nominal price. This maximum 

applies regardless of the exchange and cannot be 

changed. 

B) Options trading risks 

I. Terms 

1. General information 

Term and functionalities of options 

An option is the right to purchase or sell the 

underlying asset such as a stock, commodity or 

foreign currencies. In order to earn this right, the 

so-called option premium--the price of the option-

-must be paid. The owner or buyer of an option 

acquires the right from the option seller, the so-

called writer. If the option holder exercises the 

right, this is referred to as exercising the option. 

The holder may, but is not required to, exercise 

the option. If the option is exercised, the writer is 

required to fulfil the holder’s request to exercise 

the option. If the option is not exercised, the option 

is forfeited at the end of its term. There are options 

which may be exercised at any time during their 

term (American options) and those which cannot 

be exercised until the term expires (European 

options). A regional restriction does not apply 

when acquiring the option despite the 

denomination of the respective option. In the 

event that the option is not exercised, or you fail 

to exercise it in a timely manner, your option is 

deemed forfeited at the agreed-upon due date. 

Please note in addition that the date at which the 

option is forfeited, and the last trading day are 

typically not the same so that the tradability of the 

option may elapse before the date at which the 

option is forfeited. 

 

Special scenario: Options with difference 

compensation 

Since options do not necessarily involve only 

physical genuinely deliverable underlying assets, 

but also intangibles, only a cash compensation is 

paid in such cases. This is the case in particular 

with options on an index or in a stock portfolio, i.e., 

a mere numbers unit which is calculated based on 

previously determined parameters and whose 

changes reflect the rate trends of the underlying 

securities. Moreover, all other notes and 

comments apply to these types of contracts 

accordingly. 

Calls and puts 

There are two basic types of options: The 

purchase option, so-called call option, and the 

sales option, so-called put option. A call 

comprises the right to be able to purchase 

something, the put comprises the right to sell 

something. It must be taken into account that the 

buyer of an option may, but is not required to, 

exercise the option; the seller in the reverse case 

scenario, on the other hand, must at all event 

meet the agreed-upon obligations when the option 

is exercised. 

Thus, the seller can wait and see if the option is 

exercised or redeem or close out the option. When 

closing the transaction, the seller earns an option 

premium for taking this risk. If an option is not 

exercised, this option is deemed the seller’s profit 

(the option may also be redeemed before that 

date to generate the profit). 

Basic scenario 

All strategies used in respect to options are based 

on four basic scenarios: 
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­ Long call: Purchase of a purchase option 

­ Short call: Sale of a purchase option 

­ Long put: Purchase of a sales option,  

­ Short put: Sale of a sales option 

In order to be able to purchase a call, someone 

must first be willing to sell this call; in order to 

purchase a put, someone must sell this put. The 

party purchasing an option holds a so-called long 

position, while the party selling an option short, the 

party is in a short position. This results in the four 

above-described basic types of transactions. 

Option holder and writer 

An option provides the option holder, i.e., the 

buyer of an option, with the opportunity, but not 

the obligation, to sell to (put) or purchase from 

(call) the goods, foreign currency, or underlying 

financial title or other underlying assets at the 

initially agreed-upon price (strike price). The 

option holder does not pay any kind of deposit or 

margin on the value of the items, but a premium. 

The holder’s contractual partner, the so-called 

writer or seller of the option, receives this 

premium. The option holder’s potential losses are 

limited to the option premium invested; the writer’s 

risk is subject to unlimited risk of loss. 

Covered and uncovered options 

There is a difference between the covered option 

and the uncovered option. In a covered option, the 

option seller holds the agreed-upon quantity of the 

deliverable underlying asset upon closing of the 

transaction. In an uncovered option, the obliged 

party does not have the deliverable item. Thus, if 

the option seller as the writer is obligated to 

deliver, the seller must procure the item by the 

delivery date if necessary. In that case, the risk is 

not limited in its amount just as in the case in 

which the party is obligated to accept the units. 

2. Material parameters of an option 

The following parameters are of significance for 

the structuring of all options: 

­ Underlying asset: 

All options are based on an agreed-upon object, 

the so-called underlying asset. This is the object 

for which the option is granted. 

­ Strike or exercise price: 

The option buyer and option seller initially agree 

on a price for the underlying asset and the 

respective quantity which is a fixed price 

applicable at a later date. 

­ Multiplier: 

The multiplier reflects the number of units of the 

underlying asset per option. 

­ Term: 

This is the date until which (American option) or at 

which (European option) the option may be 

exercised (expiry date). 

3. Option premium 

The amount of the option premium or the rate of 

an option or the option price comprises the so-

called intrinsic value of the option and the so-

called fair value. 

Intrinsic value: 

The intrinsic value of an option is the difference 

between the current rate of the option item and the 

strike price of the option. Thus, for example, a call 

option on the DAX at a strike price of 4,000--with 

the DAX at 4,300--has an intrinsic value of 300 

index points. A put option on the DAX at a strike 
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price of 4,500--with the same DAX--has an 

intrinsic value of 200 index points (4,500-4,300). 

Hence, the larger the difference between the 

current rate and the strike price, the higher the 

intrinsic value and thus the more expensive the 

option. 

Fair value: 

In addition to the intrinsic value, the option has a 

so-called fair value. The fair value is determined 

based on the difference between the actual rate of 

the option and the intrinsic value. For example, if 

the DAX is at 4,300 and a call option with a strike 

price of 4,000 is agreed upon and if the price of 

the option is at 450, the price of 450 exceeds the 

intrinsic value of the option, which is 300 points, 

by 150 points. In that scenario, the option has a 

fair value of 150 points. The fair value of an option 

depends primarily on three factors. 

Residual maturity of the option: 

An option with a residual maturity of several 

months, e.g., six months, must have a higher fair 

value than an option with a residual maturity of 

only one months since, in the first case scenario 

the option may be exercised five months longer 

than in the second case scenario. 

Volatility of the option item: 

Volatility reflects the frequency and degree of 

price fluctuations. For example, if the item on 

which the option is based experiences a 

fluctuation of 20% or if a fluctuation of such extent 

is expected in the future, this option will have a 

higher fair value than the option on a stock which 

has an annual fluctuation of, for example, 5% or 

for which such a fluctuation is expected; this is due 

to the fact that the higher fluctuation range results 

in the option buyer having a higher chance of an 

increase in value of the option during the residual 

maturity. 

Difference from strike price: 

In the money: The option is “in the money” if the 

price of the underlying asset exceeds the strike 

price in a call option or is below the strike price in 

a put option. This scenario is also referred to as 

“in the money” option. At the money: An option is 

an “at the money” option if the option's strike price 

is identical to the price of the underlying asset. Out 

of the money: In this scenario, the strike price in a 

call option exceeds the price of the underlying 

asset, while the strike price in a put option is below 

the price of the underlying asset, with the result 

that the option does not have any intrinsic value. 

In this scenario, the option is a so-called “out of 

money” option. 

II. Risks inherent in option transactions 

Option transactions (options and warrants) entail 

major risks of loss due to their design which the 

investor must be clearly aware of. 

1. Impact of costs 

In all option transactions, minimum commissions, 

percentage commissions, or fixed commissions 

per transaction (purchase and sale) can result in 

costs which, in the extreme case scenario, could 

even exceed the value of the options many times 

over. When the options are exercises additional 

costs are often incurred. These costs can in total 

reach an amount that is significant in comparison 

to the price of the options. 

Any costs change and adversely affect the profits 

expected by those who acquire the option (or a 

warrant) since a higher break than the one 
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deemed realistic in the market is required to break 

even. 

As can be derived from the remarks above 

regarding the effects and risks of futures, option 

transactions are deemed bets on future price 

trends. The option buyer must pay the so-called 

option premium for entering into this bet. Whether 

the option holder generates profits depends on 

whether any difference amount between the strike 

price and the difference resulting from closing out 

or exercising the option can be generated by 

exercising or closing the option. Whether this 

results in profits depends on whether the 

difference amount exceeds the premium paid. 

Such premium must first be earned again before 

the option buyer can break even. As long as the 

difference is lower than the premium paid the 

option holder is in the so-called partial loss or 

option zone. If the strike price does not increase 

or if it declines during the option period, the option 

buyer loses the entire premium. 

It must be considered that the amount of the 

premium corresponds to the speculative price 

trends deemed realistic at the market and 

expected by the exchange experts. 

The option premium settles in the range between 

bid and counterbid and thus determines the scope 

of the risks deemed acceptable in the market. 

All costs, fees, and any markups incurred on the 

option premium have an adverse effect on the risk 

and rewards ratio. This is due to the fact that such 

costs must first be earned again before the option 

holder can break even. 

Depending on the amount of the costs incurred in 

addition to the option premium, the risk-reward 

ratio changes due to the amount of the fees to 

such extent that profits can no longer be 

anticipated realistically. Any markups on the 

exchange option premium also result in each 

additional transaction diminishing the chances of 

generating profits at all or even eliminates any 

chance of such profits. 

2. Price change risk 

The price of an option is subject to fluctuation 

depending on various factors (see above). Such 

fluctuation can even lead to the option becoming 

worthless. Due to the limited term of options, you 

cannot rely on the option price recovering in time. 

3. Leverage 

Changes in the price of the underlying asset have 

an effect on the price of the option that is always 

disproportionate to the change in price of the 

underlying asset. This is referred to as leverage or 

leverage effect. Call options become impaired 

typically when the price of the underlying asset 

declines; in case of put options, this is usually the 

case when the price of the underlying asset 

increases. Conversely, not each positive 

development of the price of the underlying asset 

results in a positive impact on the value of the 

option. The price of the option can even drop if the 

price of the underlying asset is overcompensated, 

for example, as a result of the adverse effect of 

the declining volatility or due to the directly 

imminent expiry date. In addition to the rewards, 

the leverage effect also triggers major risks for the 

investor. The leverage effect impacts in both 

directions, i.e., not only in favor of the holder, but 

potentially unfavorably for the holder. The higher 

the leverage effect, the riskier the respective 

transactions. The shorter the residual term of an 

option, the higher is typically the leverage effect. 
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4. Risk of forfeiture, impairment, and total loss 

It can be derived from the above remarks that 

options may be forfeited and thus close worthless 

or their value may decline. The shorter the 

residual term, the higher the risk of impairment or 

even total loss. Impairment losses occur when the 

expected price trends do not occur as expected 

during the terms. Due to the limited terms of 

options, the investor cannot rely on the rate or 

price of an option recovering in time before the 

expiry of the term. 

5. Unlimited risks of loss 

Entering into option transactions may result in a 

total loss of the amount invested due to 

unfavorable market trends, the occurrence of 

conditions, or expiration. Depending on the 

respective position, an unlimited risk of loss may 

be triggered. The risks are not limited to the 

collateral provided but can exceed their amount. 

6. Limited or lack of opportunities to minimize 

losses 

Transactions by way of which the risk from options 

are to be eliminated or limited may potentially be 

completed not at all or with a loss only. 

7. Issuer risk 

In case of warrants you bear the issuer risk, i.e., 

the risk of insolvency of the warrant issuer. 

8. Increased risk due to loans 

The risk of losses increases if loans are obtained 

to meet the obligations from futures. 

 

 

9. No improvement of the risk structure by way 

of certification 

The certification of the rights and obligations 

described here by way of a security, in particular 

by way of warrants, does not have any impact on 

the rights and obligations outlined here. 

Since futures transactions can be designed in 

various ways, additional risks may be triggered 

depending on the type of transaction. Such 

transactions should only be entered into when and 

if the investor is fully aware and fully understands 

the functionalities and risks of the transaction. 

III. Short sale of options 

In a short sale, the investors sell options they do 

not hold. 

These are extremely risky activities in which the 

risk-rewards ratio is unfavorable for the short 

selling party. 

If options are sold in a short sale, the seller first 

receives the option premium from the buyer. This 

option premium received constitutes the 

maximum potential profits for the seller, while the 

seller at the same time bears the unlimited risk of 

losses. A short sale of options means that the 

sellers themselves do not hold the option. They do 

not necessarily have to have the underlying asset 

either. With regard to short sales of options, the 

investor must take into account that the potential 

profits in the short sale of a call option are limited 

to the option premium received while the risk of 

losses remained unlimited. The potential profits in 

a short sale of put options is also limited to the 

option premium received; when the prices decline, 

the risk of losses is also unlimited (however, the 

value of the option asset cannot drop below zero). 

Limited potential profits in such transactions are 
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also offset by an unlimited risk of losses. Such 

unfavorable risk-rewards ratio therefore required 

a thorough and efficient risk management. 

Collateral for options: 

In futures transactions that are subject to 

unlimited risk of losses, i.e., options disposed of in 

a short sale as well, collateral (margin) must be 

provided to cover potential risks. 

At the respective exchanges, the regulations set 

forth for them apply and must be complied with in 

the individual case. The following distinction 

(premium and additional margin) only applies to 

Eurex. At other exchanges, the regulations set 

forth for those apply. All investors should 

familiarize themselves with those before trading at 

the respective exchange. 

Premium margin: 

In a short sale of options, the “premium margin” is 

calculated daily. For this purpose, the exchange 

uses the official closing rate of the option daily and 

based on that rate, calculates the premium margin 

for each individual option. In short sales of 

options, this premium margin also constitutes the 

redemption value or liquidation value, which 

means the value which the short seller would have 

to pay when redeeming the option at the official 

exchange closing rate. This margin is referred to 

as premium margin and is genuinely debited to the 

margin account since an outstanding redemption 

obligation exists in that amount. The procedure is 

as follows: The option premium received in the 

short sale is credited to the margin account. At the 

same time, the redemption price of the option 

effective at exchange closing is debited upon 

opening of the transaction so that the outstanding 

profit or loss of this item is derived from the 

difference between the premium received and the 

redemption value. On the following exchange 

trading day, the new redemption value is debited 

as the new “premium margin” and previous day’s 

“premium margin” is credited; the difference 

between the new and the old “premium margin” is 

the profit or loss of the option over the previous 

day. Hence, the daily changes equal the profits 

and losses generated daily in the outstanding 

option items. 

Additional margin: 

For the purpose of calculating the “additional 

margin,” the respective exchange determines a 

margin parameter for the largest possible change 

in the price of the option item, i.e., the underlying 

asset. The amount of that margin parameter is 

based on past experience. On the basis of this 

model, the exchange estimates how the price of 

the underlying asset could change unfavorably for 

the short seller in the extreme case scenario 

based on experience. By means of option-

theoretical models, the exchange then calculates 

how the price of the respective option would most 

likely change with regard to the underlying asset if 

the expected extreme case scenario occurred. 

Such potential loss is then referred to as the 

“additional margin” which is to cover any price 

losses on the next day. The account must have 

sufficient funds to at least cover this “additional 

margin” in order to even be able to hold a short 

sale position in options until the next day at all. It 

must be emphasized that losses are not limited to 

this “additional margin” or the entire margin but 

can exceed those in each case. For options sold 

in a short sale, the total margin comprises the sum 

of the “premium margin” and the “additional 

margin.” 
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C) Risks related to financial and commodity 

futures transactions 

Financial or commodity futures transactions are 

contracts in which one party accepts the 

obligation to deliver and the other party the option 

to accept the delivery to be made at an agreed-

upon later date. Immediately upon closing of the 

futures transaction, the delivery, acceptance, 

quantity, and payment for the goods to be 

delivered are agreed upon. If these transactions 

are standardized and processed via the 

exchange, the processing is also standardized. 

The general term for financial and commodity 

futures transactions is futures. Such futures are 

often based on a genuine speculation purpose. In 

most cases, the contracting parties do not have 

any economic interests in the purchase or sale of 

the commodity. 

Collateral (margin): 

In future trading, it is typically a requirement for the 

closing of the transaction to provide collateral, the 

so-called margin payment. The broker records the 

margin payment as the opening balance on the 

customer account. All futures for the customer are 

recorded on this account. Profits, losses, and fees 

related to the individual transactions are netted. 

The investor is required to maintain the margin 

necessary to have sufficient funds in the account 

at all times. If the obligation accepted in the 

futures contract develops unfavorably for the 

investor, the respective losses are debited to the 

margin account as losses. If the amount in the 

margin account decreases below the margin to be 

maintained, the investor is requested to make 

additional payments. This request is referred to as 

margin call. The deadline for the additional 

payments may be a few hours only. If the investor 

fails to comply with this call, the assets in the 

account may be subject to a compulsory sale. The 

broker may also close out contracts already 

processed by way of counter-transactions. The 

minimum margins are determined by the 

respective exchange and can change daily, 

depending on the volatility of the futures. The 

processing broker may request margin payments 

exceeding this minimum margin. 

The details regarding the collateral to be provided 

and any existing additional payments can be 

derived from the broker’s most recent terms and 

conditions. 

Risk information 

When entering into commodity futures 

transactions, specific risks are triggered due to the 

tangible delivery or acceptance obligations. 

Please take into account that any seller acting in 

futures may request acceptance of the commodity 

as of the “first notice day” which is specified in the 

provisions of the respective contract. The delivery 

to the respective place of delivery determined by 

the exchange is made in the quantity set forth in 

the underlying terms and conditions and the 

prescribed quality range after the corresponding 

call. The seller may in this regard make a 

discretionary decision regarding the exact delivery 

date; however, delivery must occur within the 

delivery month and the delivery must be 

announced one business day prior in the written 

offer. Without the timely counter-transaction 

(closing), you as the buyer bear the risk of facing 

an acceptance obligation during the last trading 

months after the “first notice day.” As a seller, you 

may face the obligation to deliver if the counter-

transaction does not occur in a timely manner 

upon expiration of the contract. If you have 

accepted an obligation to deliver and do not close 

out this obligation by way of a counter-transaction, 
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you must purchase, store, and deliver the 

respective commodity in the agreed-upon amount 

and quality. You must also bear the additional 

costs incurred as a result. This cost risk cannot be 

reliable estimated beforehand and may exceed 

any collateral significantly. The obligations in this 

case may also exceed your entire personal 

assets. 

Covered and uncovered delivery obligation 

Those accepting a delivery obligation under a 

futures contract and do not have the sufficient 

amount of the corresponding asset upon closing 

of the contract accept a higher risk than those who 

have the respective assets. 

Special scenario: Futures with difference 

compensation 

Since futures do not necessarily involve only 

physical genuinely deliverable underlying assets, 

but also intangibles, only a cash compensation is 

paid in such cases. This is the case in particular 

with financial futures on an index or in a stock 

portfolio, i.e., a mere numbers unit which is 

calculated based on previously determined 

parameters and whose changes reflect the rate 

trends of the underlying securities. Moreover, all 

other notes and comments apply to these types of 

contracts accordingly. 

Futures options: 

Options can also be traded for futures. In that 

case, the transaction is an option transaction that 

is subject to the risks and mechanisms described 

under B. 

Futures with exchange risk: 

If you enter into futures transactions in which your 

obligation or the consideration to which you are 

entitled are denominated in a foreign currency or 

an accounting unit or if the value of the item is 

determined based on those, you do not only face 

the risks associated with the transaction, but also 

with an exchange risk. Even developments on the 

foreign exchange market can diminish the value 

of your options due to fluctuations in the exchange 

rate, make the item which you must deliver in 

order to meet your obligations under the futures 

contract more expensive or reduce the value or 

the proceeds. 

D) Exchange Traded Funds (ETF) risks 

Exchange traded funds (ETFs) are investment 

funds traded at the stock exchange which 

replicate the price trend of an index. ETFs are 

typically passively managed index funds. Passive 

investment strategies, unlike active investment 

strategies, aim at not exceeding the benchmark 

index, but reflect said index while at the same time 

minimizing the costs. 

Just as regular investment fund shares, shares in 

an ETF certify prorated possession of special 

assets which is managed separate from the 

assets of the issuing investment company. 

In addition to the general risks inherent in the 

investment in securities, ETF investments are 

subject to additional specific risks which are 

outlined below. 

­ Price risk: 

In case of ETFs which passively replicate the 

underlying index and are not actively managed 

you typically bear the basic risks of the underlying 

indexes. Hence, ETFs fluctuate in a directly 

proportionate manner compared to their 

underlying asset. The risk-yield profile of ETFs 

and their underlying indexes are therefore 
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remarkably similar. If, for example, the DAX drops 

by 10%, the price of the ETFs replicating the DAX 

also drops by approximately 10%. 

­ Risk concentration: 

The investment risk increases based on the focus 

of an ETF such as a specific region, sector, or 

currency. This increased risk, however, can also 

result in increased earnings potential. 

­ Exchange rate risk: 

ETFs entail exchange rate risks if the underlying 

index is not denominated in the currency of the 

ETF. If the index currency deflates compared to 

the ETF currency, the value of the ETF is 

adversely affected. 

­ Replication risk: 

In addition, ETFs are subject to a replication risk, 

i.e., deviations between the value of the index and 

the value of the ETF may occur (“tracking error”). 

This tracking error can exceed the difference in 

the value trend affected by the ETF fees. Such 

deviation can, for example, be the result of cash 

balances, re-weighing, capital measures, dividend 

payments, or taxation of dividends. 

­ Counterparty risk: 

Furthermore, synthetically replicating ETFs entail 

a counterparty risk. If a swap counterparty does 

not meet its payment obligations, the investor may 

incur losses. 

­ Risk of transfer or termination of the 

special assets: 

Under certain circumstances, both the transfer of 

the special assets to another special asset 

portfolio and the termination of the management 

by the capital management company may occur. 

In case of a transfer, the continued management 

may be at less favorable terms and conditions. In 

case of a termination, the risk of a loss of (future) 

profits is triggered. 

­ Of-market trading: 

If ETFs and their underlying components are 

traded at different exchanges with different trading 

times, the investor faces the risk that transactions 

relating to those ETFs occur outside the trading 

times of the corresponding components. This may 

result in a deviation in the value trend compared 

to the underlying index. 

­ Securities lending: 

An investment fund may enter into securities 

lending transactions in order to optimize yields. If 

a borrower cannot meet their obligation to return 

the securities and the collateral’s value has 

declined, the investment fund faces losses. 

E) Exchange Traded Commodities (ETC) risks 

Exchange traded commodities (ETC) are 

securities which enable the investors to invest in 

commodities. Just like ETFs, ETCs are traded at 

the stock exchange. Contrary to the ETF, the 

capital invested in an ETC is not deemed a special 

asset which is protected in case of the issuer’s 

insolvency. This is due to the fact that the ETC is 

a bond issued by the ETC issuer. Compared to a 

physically replicating ETF, the investor in an ETC 

thus faces an issuers risk. In order to minimize this 

risk, issuers use various hedging methods. 

In addition to the general risks inherent in the 

investment in securities, ETC investments are 

subject to additional specific risks which are 

outlined below. 
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­ Price risk: 

In general, investments in commodities are 

subject to the same price risks as direct 

investments in commodities. Extraordinary events 

such as natural disasters, political conflicts, 

government regulation or weather changes may 

affect the availability of the commodities and thus 

lead to a drastic change in the price of the 

underlying asset and potentially the derivative as 

well. This can also result in a limitation of the 

liquidity and declining prices. In addition, the 

general economic development has a major 

impact on the demand for certain commodities 

such as metal or energy sources as a production 

factor significant to the sector. 

­ Counterparty risk: 

The trading in derivatives triggers a risk related to 

the structuring of the derivative contract. If the 

other party is not willing or able to meet its 

obligation under the derivative contract, it is 

possible that the derivative contract is not 

executed either in full or in part. 

F) Exchange Traded Notes (ETN) risks 

Just like ETCs, exchange traded notes (ETNs) are 

non-interest-bearing bearer bonds traded at the 

stock exchange which replicate the value 

development of the underlying index or asset. 

ETNs are typically issued via banks. Contrary to 

ETFs, ETNs are usually unsecured. Even if the 

value trends of ETNs depend on an underlying 

index or asset, the ETNS have a similar structure 

as unsecured bonds listed at the exchange. 

In addition to the general risks inherent in the 

investment in securities, ETN investments are 

subject to additional specific risks: 

Credit risk: 

If the issuer’s credit standing changes, such 

change can have adverse effects on the value of 

the ETN--regardless of the development of the 

value of the underlying index or asset. In extreme 

cases, non-payment by the issuer may result in 

the investor as the unsecured creditor being 

forced to bring forward claims against the issuer. 

G) Penny stock trading risk disclosure 

This disclosure contains the additional important 

information regarding the characteristics and risks 

associated with trading small-cap stocks. This 

disclosure contains additional important 

information regarding the characteristics and risks 

associated with trading small-cap (penny) stocks. 

What is a "penny" stock? 

Generally, penny stocks are low-priced shares of 

small companies that are not traded on an 

exchange or quoted on NASDAQ. Penny stocks 

generally are traded over-the-counter, such as on 

the OTC Bulletin Board or Pink Sheets and are 

historically more volatile and less liquid than other 

equities. For these and other reasons, penny 

stocks are considered speculative investments 

and customers who trade in penny stocks should 

be prepared for the possibility that they may lose 

their entire investment, or an amount in excess of 

their investment if they purchased penny stocks 

on margin. Before investing in a penny stock, you 

should thoroughly review the company issuing the 

penny stock. In addition, you should be aware of 

certain specific risks associated with trading in 

penny stocks. 
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Risks associated with penny stocks 

There are a number of risks of trading penny 

stocks, including the following: You Can Lose All 

or Much of Your Investment Trading Penny 

Stocks. All investments involve risks, but penny 

stocks are among the riskiest and are generally 

not appropriate for investors with low risk 

tolerance. Many penny stock companies are new 

and do not have a proven track record. Some 

penny stock companies have no assets, 

operations or revenues. Others have products 

and services that are still in development or have 

yet to be tested in the market. Penny stock 

companies therefore have a greater risk of failure 

and those who invest in penny stocks have a 

greater risk that they may lose some or all of their 

investment. 

Lack of publicly available information 

Most large, publicly-traded companies file periodic 

reports with the SEC that provide information 

relating to the company's assets, liabilities and 

performance over time. In addition, these 

companies provide their financial information and 

operational results online. In contrast, information 

about penny stock companies can be extremely 

difficult to find, making them more likely to be the 

subject of an investment fraud scheme and 

making it less likely that quoted prices in the 

market will be based on full and complete 

information about the company. 

No minimum listing standards 

Companies that offer shares of their stock on 

exchanges can be subject to stringent listing 

standards that require the company to have a 

minimum amount of net assets and shareholders. 

Most penny stock companies do not list their 

shares on exchanges and are not subject to these 

minimum standards. 

Risk of lower liquidity 

Liquidity refers to the ability of market participants 

to buy and sell securities. Generally, the more 

demand there is for a particular security, the 

greater the liquidity for that security. Greater 

liquidity makes it easier for investors to buy or sell 

securities, so investors are more likely to receive 

a competitive price for securities purchased or 

sold if the security is more liquid. Penny stocks are 

often traded infrequently and have lower liquidity. 

You may therefore have difficulty selling penny 

stocks once you own them. Moreover, because it 

may be difficult to find quotations for certain penny 

stocks, they may be difficult, or even impossible, 

to accurately price. 

Risk of higher volatility 

Volatility refers to changes in price that securities 

undergo when they are being traded. Generally, 

the higher the volatility of a security, the greater its 

price swings. Due to their lower liquidity, penny 

stocks are subject to greater volatility and price 

swings. A customer order to purchase or sell a 

penny stock may not execute or may execute at a 

substantially different price than the prices quoted 

in the market at the time the order was placed. In 

addition, the market price of any penny stock 

shares you obtain can vary significantly over time. 

Penny stocks can be subject to scams 

Penny stocks are frequent vehicles for scams 

and/or market manipulation due to their generally 

lower prices and less stringent listing 

requirements. You should be wary of 

advertisements, unsolicited e-mails, newsletters, 

blogs or other promotional reports that emphasize 
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the potential for large profits in penny stocks 

generally or certain penny stocks. These 

promotional materials are often used to 

manipulate or "pump up" the price of penny stocks 

before selling a large volume of shares. 

Customers are therefore strongly encouraged to 

do their own due diligence with respect to any 

penny stock company they invest in and to not rely 

on any outside promotional reports or newsletters. 

Further information concerning penny stocks and 

the risks involved in trading them is available on 

the SEC's website at: 

http://www.sec.gov/investor/pubs/microcapstock.

htm

http://www.sec.gov/investor/pubs/microcapstock.htm
http://www.sec.gov/investor/pubs/microcapstock.htm
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Annex 4: Information about the characteristics and risks of 

trading on Securities-based Credit 

Definitions 

Margin Account: A type of account where a 

specific minimum guarantee (margin) is given to 

each position in the portfolio 

Margin Requirement: The sum of all required 

margins of all positions in a portfolio on a Margin 

Account 

Collateral (or: Equity with loan): The total 

collateral that can be contributed and that can be 

used to cover the positions in the portfolio. This is 

calculated according to the following formula: 

100% of the liquid assets + 100% of the value of 

the shares + 100% of the value of the bonds + 

100% of the value of the investment funds 

Maintenance Margin (or: Current excess 

liquidity): The total assets serving as a buffer, 

also indicating the liquidity available in excess of 

maintenance margin before any maintenance 

margin violation occurs. The Maintenance Margin 

is calculated according to the following formula:  

Collateral – Margin Requirement 

General 

As a client of LYNX, you open a securities account 

with Interactive Brokers (“IB”). A cash account or 

a Margin Account can be linked to the securities 

account. In the event of a Margin Account, the 

client must understand and endorse the rights and 

obligations associated with this account. Margin 

Accounts always refer to a Maintenance Margin 

and Collateral. Such Collateral can be used in a 

Margin Account for two purposes: 

i. as collateral for investments financed with 

borrowed money ("Securities-based 

Credit"); 

ii. to meet the applicable Margin Requirement 

for positions in (for example) futures and/or 

options. (“Margin for options/futures”). 

This Annex is limited to a description of the 

features and risks of Securities-based Credit (see 

at (i) above). The risks and features associated 

with Margin in options/futures (see (ii) above) are 

discussed in more detail in Annex 3 of the 

Agreement and in the IB Agreement on margin 

lending. 

In the event of Securities-based Credit, 

investments are made with borrowed funds. The 

Securities-based Credit may not be used for any 

purpose other than the financing of investments.  

LYNX acts as broker in Securities-based Credit as 

referred to in Clause 7.4 of the Agreement. IB is 

the provider of the Securities-based Credit. 

Before the client starts trading in financial 

instruments with borrowed funds, the following 

information must be read with due care.  If there 

are any questions and/or comments with regard to 

the features and risks of Securities-based Credit, 

the client must consult with LYNX. 

Investments with borrowed funds via IB 

When IB extends Securities-based Credit, the 

client's securities portfolio is pledged in full or in 

part to IB. The Securities-based Credit is a 

revolving credit and creates a credit facility. The 

client is entitled at all times to terminate this 
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Securities-based Credit by notifying IB and/or 

LYNX.  

When the client uses the Securities-based Credit, 

this will result in a negative cash balance. The 

client must pay a debit interest rate on this 

negative balance. The applicable rates can be 

found on the website of LYNX 

www.lynxbroker.fi/hinnat/kaikki-hinnat/. The 

interest rates will be calculated on the negative 

balances on a daily basis and will be deducted 

from the cash balance in the account on the third 

trading day of the following month. 

The amount of the credit is capped and depends 

on the real-time (current) value of the Collateral 

and the Margin Requirement of the positions 

already taken. 

Example: 

Let's assume that an investor currently has only 

€10,000 cash in his account. 

Consequently, this investor has Collateral of 

€10,000 in his account (100% of the cash value). 

Since this investor has no positions, there is no 

Margin Requirement and therefore the 

Maintenance Margin is also equal to €10,000. 

 Cash 10.000 € 

+ Shares 0 € 

 Collateral 10.000 € 

- Margin Requirement 0 € 

 Maintenance Margin 10.000 € 

Let’s further assume that this investor wants to 

take an equity position worth EUR 30,000. As this 

investor has only EUR 10,000 cash available, he 

will finance the remainder of the position with 

Securities-based Credit. Let’s further assume that 

the Margin Requirement for this equity position is 

25%. 

 Cash -20.000 € (10.000 €- 30.000 €) 

+ Shares 30.000 €  

 Collateral 10.000 €  

- 
Margin 

Requirement 
7.500 € (30.000 € * 25%) 

 Maintenance 

Margin 
2.500 €  

As the Maintenance Margin will still be positive 

after this transaction, this investor can take this 

equity position using the Securities-based Credit. 

However, if this investor wants to take an 

additional equity position of EUR 30,000, a 

negative Maintenance Margin will occur as a 

result of that transaction, taking into account the 

same 25% Margin Requirement. He will not be 

able to execute this transaction, because the 

Maintenance Margin may not be negative. 

Therefore, additional collateral will have to be 

deposited. 

 Cash -50.000 € (-20.000 €- 30.000 €) 

+ Shares 60.000 €  

 Collateral  10.000 €  

- 
Margin 

Requirement 
15.000 € (60.000 € * 25%) 

 Maintenance 

Margin 
-5.000 €  

Investing with borrowed funds creates leverage. 

In good times, this may result in additional returns 

because a rising price of the securities purchased 

with a Securities-based Credit can yield more 

returns. In bad times, with a falling price, this may 

lead to disappointment. Not only is the client 

unable to achieve his investment objective, but 

the client may also incur losses or excessive 

losses, or even be left with a residual debt to IB. 

After all, if the value of the underlying securities 

decreases, the value of the Collateral decreases. 

http://www.lynxbroker.fi/hinnat/kaikki-hinnat/
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This decrease in Collateral can be so substantial 

that it results in a negative Maintenance Margin.  

Returning to the example described above: 

Let's assume that the shares of this investor worth 

€30,000 fall in price and that the current value is 

currently €25,000. The result of this price fall is a 

negative Maintenance Margin of - €1,250. 

 Cash -20.000 €  

+ Shares 25.000 € (current value) 

 Collateral 5.000 €  

- 
Margin 

Requirement 
6.250 € (25.000 € * 25%) 

 Maintenance 

Margin 
-1.250 €  

If there is a risk that the Maintenance Margin will 

become negative, the provider of the Securities-

based Credit, in this case IB, will notify the client 

by changing the background colour in the trading 

platform. The client now has the option to either 

deposit additional funds or to close positions (i.e. 

resell the purchased shares) so that the 

Maintenance Margin is increased and thus 

sufficient collateral is provided to meet the 

requirements for repayment of the credit. If the 

client remains in default, all or part of his securities 

portfolio will (may) be liquidated. The client may 

be left with a residual debt if the proceeds from 

liquidating the securities portfolio are insufficient 

to repay the Securities-based Credit. 

Financial markets and products can be very 

volatile. In order to protect the client as much as 

possible against residual debt, IB may close one 

or more positions on the client's securities account 

without prior notice from the time the client's 

Maintenance Margin has become negative. In this 

case, the client cannot choose or influence which 

positions will be closed or choose or influence the 

time frame regarding the order in which positions 

will be closed. 

Risks associated with trading on borrowed 

funds 

It is important that the client fully understands the 

risks associated with trading in securities using 

borrowed funds. These risks include in any event: 

­ The client may lose more money than they 

deposited in their Margin Account. After all, 

the fact that the client can buy more securities 

(with borrowed money) may result in a larger 

loss (as opposed to a larger profit). A 

decrease in the value of securities purchased 

with borrowed funds may require the client to 

transfer additional funds to his/her Margin 

Account or the client may need to reduce the 

Margin Requirement on the Margin Account 

by closing positions to avoid the forced 

closure of one or more positions held on their 

Margin Account. 

­ The securities will be given to IB as collateral 

pursuant to the agreement that the client 

concludes with IB in this respect. If the client 

fails to meet the payment or repayment 

obligations in the context of the Securities-

based Credit, IB may use these securities to 

exercise its rights as a creditor.  

With regard to the custody of various financial 

instruments, reference is made to the 

information page on the website of LYNX 

www.lynxbroker.fi. 

­ IB may enforce the closure of one or more 

positions on the client's account with effect 

from the time the Maintenance Margin 

becomes negative. This occurs when the 

http://www.lynxbroker.fi/
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Margin Requirement has become higher than 

the Collateral.  

­ The client is responsible and liable to IB for 

the repayment of any residual debt on the 

account after this closing of one or more 

positions. 

­ A negative Maintenance Margin may also 

occur when IB decides to apply a higher 

Margin Requirement. To protect the client, IB 

may increase the Margin Requirement of one 

or more positions when the market situation 

requires such action, unilaterally and prior 

without written notice to the client (for 

example in the case of increased market 

volatility and important events, such as the 

publication of financial results by issuers 

("earnings")).  

­ Returning to the example described above: 

Let’s assume that IB increases the Margin 

Requirement from 25% to 40% for the equity 

position of this investor. The result of this 

increase is a negative Maintenance Margin of 

EUR - 2,000. 

 Cash -20.000 €  

+ Shares 30.000 € (current value) 

 Collateral 10.000 €  

- 
Margin 

Requirement 
12.000 € (30.000 € * 40%) 

 Maintenance 

Margin 
-2.000 €  

IB may close one or more positions on the 

client's account without first contacting the 

client. Some investors mistakenly believe that 

a financial institution must first contact them to 

explain the closure of one or more positions. 

However, this is not the case if IB offers 

Securities-based Credit to the client. 
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Annex 5: LYNX Client Order Execution Policy 

Introduction 

LYNX B.V. (“LYNX”) is a licensed investment firm 

providing execution-only services both to retail 

and professional clients. Clients of LYNX can 

place orders in financial instruments, amongst 

others via the LYNX Basic platform. LYNX 

transmits all client orders that it receives to 

Interactive Brokers Ireland Limited (IB) for 

execution. LYNX does not execute client orders 

itself.  

LYNX is bound to act in the best interest of its 

clients when it receives and subsequently 

transmits orders in financial instruments to IB for 

execution. Also, LYNX is bound to take all 

necessary measures to achieve the best possible 

results for its clients. LYNX has in place a Best 

Execution Policy, which describes the steps LYNX 

has designed and implemented to ensure ongoing 

compliance with the obligations mentioned above. 

Any conflicts of interest that arise with respect to 

order transmission will be dealt with according to 

the LYNX Conflict of Interest Policy. 

Sufficient steps 

When LYNX receives and transmits orders, LYNX 

shall take all sufficient steps to obtain the best 

possible results for its clients. LYNX is required to 

determine the relative importance of each of the 

best execution factors. These factors are price, 

likelihood of execution and settlement, costs, 

speed, order size, nature of the order and any 

other consideration relevant to the efficient 

execution of the order. In determining the relative 

importance of execution factors, LYNX takes into 

account the following criteria when transmitting an 

order to IB: 

­ order characteristics (including specific 

instructions) including the categorization of 

the client; 

­ the characteristics of the envisaged order; 

­ characteristics of the financial instrument that 

are subject to the order; and 

­ characteristics of the execution venues to 

which orders can be directed. 

For determining the relative importance of the 

different execution factors, LYNX chooses not to 

make a distinction between retail and professional 

clients or the type of financial instrument for which 

a client submits an order. The relative importance 

of the execution factors depends on whether an 

order submitted by the client will be transmitted 

and executed immediately (due to submitted price 

will be accepted by the market immediately or due 

to type of order (Market)) or not. 

For orders directly transmitted and executed after 

submitted by the client, the best possible result is 

determined in terms of total consideration and the 

following execution factors are considered more 

important than the remaining five execution 

factors set out above: 

­ the price of the financial instrument; and 

­ the costs relating to execution. 

As detailed above, ‘price’ and ‘cost’ will remain 

two of the key integral factors to execution quality 

for clients. Total consideration means the sum of 

the price and the costs incurred by clients and 

represents the price of the financial instrument 

and the costs relating to execution. The remaining 

five execution factors are only considered if the 

two execution factors mentioned above are 

strengthened by them, so if they have an extra 
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positive outcome for the client in regards of total 

consideration. 

For orders not directly transmitted and executed 

after submitted by the client, a third execution 

factor is considered more important than the 

remaining four execution factors. Including the 

two execution factors mentioned for directly 

executed orders, this means the following 

execution factors are considered to be the most 

important: 

­ the price of the financial instrument; 

­ the costs relating to execution; and 

­ the likelihood of execution and settlement. 

In this case, the likelihood of execution and 

settlement is also taken into account compared to 

directly executed orders, since the order is not 

executed immediately. The remaining four 

execution factors are only considered if the three 

execution factors mentioned above are 

strengthened by them, so if they have an extra 

positive outcome for the client in regards of total 

consideration and likelihood of execution and 

settlement. 

Financial instruments 

LYNX will apply its Best Execution policy to the 

following instruments: 

­ Shares 

­ Bonds 

­ Trackers / ETF’s 

­ Options 

­ Futures 

­ Turbo’s 

­ (Investment) funds 

­ CFD’s 

 

Specific client instructions 

Whenever there is a specific instruction from a 

client with regard to an order, LYNX will transmit 

the order following that specific instruction. Clients 

should be aware that a specific instruction may 

prevent LYNX from taking the steps it has 

designed and implemented in its Best Execution 

Policy to obtain the best possible result for the 

client in respect of the elements covered by the 

instruction. 

Order routing via Interactive Brokers (IB) 

LYNX transmits orders for execution solely to 

third-party broker IB. LYNX has entered into this 

cooperation with IB as in LYNX’ views, this 

enables LYNX to meet the best execution 

requirements in an adequate way. 

LYNX is convinced that IB has execution 

arrangements in place that enable LYNX to 

comply with its duty to obtain the best possible 

result for its clients when transmitting orders for 

execution. More specific, LYNX has chosen IB 

because of, inter alia, the following factors: 

­ the order-execution policy of IB; 

­ execution costs; 

­ execution speed; 

­ likelihood of execution;  

­ market knowledge; 

­ the connection of IB to third parties (i.e. 

execution venues and/or other brokers); 

­ service and other factors that influence the 

quality of the order execution; 

­ IB possesses of the required MiFID II license. 
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Monitoring 

Because LYNX remains responsible for obtaining 

the best possible result for its clients, it closely 

monitors the order execution arrangements and 

execution quality actually delivered by IB. In 

addition, LYNX monitors on a yearly basis in the 

first calendar quarter the effectiveness of its own 

Best Execution Policy, and, where appropriate, 

corrects any deficiencies. 

Top 5 execution venues 

Every year LYNX will make public, for each class 

of financial instrument, the top five execution 

venues IB is using for the execution of orders. This 

Top 5 is made public on the LYNX website. 

Reviewing the arrangements & policy 

The review of the Best Execution Policy of LYNX 

takes place annually in the first quarter of the 

calendar year and on an event-driven basis, 

triggered by the following events: 

­ strategic policy changes; and/or 

­ changes in market practices (e.g. increase in 

number of trading venues/ market or an 

increase/ decrease of liquidity in areas of 

execution); and/or 

­ changes in laws and/or regulations; and/or 

­ approval of new products or services; and/or 

­ other significant changes that disable LYNX 

to execute orders in line with this best 

execution. 

Client request 

Upon reasonable request, LYNX will provide 

clients with more information about LYNX’ Best 

Execution Policy.
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Annex 6: Complaints procedure 

In the unlooked-for event that you have a 

complaint about the services of LYNX, please 

contact LYNX's Service Desk. This department is 

responsible for handling complaints. You can 

submit your complaint to us by e-mail, telephone, 

post or via our online chat feature. Our contact 

details: 

­ Email address: complaints@lynxbroker.fi   

­ Telephone: +358 (0)9-4245 1439 

­ Chat: www.lynxbroker.fi 

­ Post:  

LYNX B.V. 

Attn. the Service department, Complaints 

team 

Herengracht 527 

1017 BV Amsterdam 

If the Service Desk has not handled a claim to 

your satisfaction, it is important that you inform the 

Service Desk of this. This department will then 

escalate the complaint within the LYNX 

organisation. In that case, the complaint will be 

handled by LYNXS's Compliance department or 

by another department if the nature of the claim 

so requires. 

You will not be charged any costs with regard to 

the submission or handling of a complaint.  

The Service Desk will confirm the receipt of a 

complaint within three business days and aims to 

settle the complaint within four weeks. In some 

cases, however, it may be necessary for a 

complaint to be investigated in more detail due to 

its complexity. If handling the claim takes longer 

than the aforementioned term of four weeks, 

LYNX will inform you of this in writing and will keep 

you informed of the progress of the investigation 

on a regular basis. 

As described in Clause 13 of the Agreement, you 

may present the complaint to the Netherlands 

Financial Services Complaints Tribunal (KiFID) if 

you disagree with the handling of your complaint. 

Additionally, you may institute a claim with the 

competent court in Amsterdam. 

KiFID contact details are as follows:  

­ Email address: consumenten@kifid.nl 

­ Telephone: + 31 (0) 70 333 8999 

­ Postal address:  

PO Box 93257 

2509 AA The Hague 

The Netherlands

mailto:complaints@lynxbroker.fi
http://www.lynxbroker.fi/
mailto:consumenten@kifid.nl


 

42 
 

Annex 7: Investor Compensation Scheme (ICS) 

The Dutch investor compensation scheme (ICS) 

[in Dutch: beleggerscompensatiestel, or BCS for 

short] entails that eligible non-professional clients, 

in case of an investment firm's inability to pay (for 

example due to bankruptcy), are entitled to 

payment of their claims – up to EUR 20,000 per 

client – arising from the investment firm's inability 

to: 

a. repay funds it owes the client and that are held 

for the client in connection with the provision 

of investment services; or 

b. return financial instruments it holds, 

administers or manages for a client in 

connection with the provision of investment 

services. 

LYNX is an investment firm with a license from the 

AFM. The ICS therefore applies to LYNX as such. 

However, LYNX does not hold any funds or 

financial instruments for clients. After all, as 

described in Clause 1 of the Client Agreement, the 

investment services it provides are limited to 

receiving and transmitting orders and having one 

or more securities accounts opened in the name, 

and at the risk and expense, of a client with and/or 

via IB. For these reasons, you will in principle not 

have any claims against LYNX as described 

above at (a) and (b) to which the Dutch investor 

compensation scheme applies. 

The investor compensation rules that apply to IB 

will also apply to the extent that IB holds funds 

and/or financial instruments of yours. For more 

information about the ICS applicable to IB, please 

refer to the following website: 

www.investorcompensation.ie

http://www.investorcompensation.ie/
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