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Risk Disclosure Policy 

 
1. INTRODUCTION  

 
This document provides a general overview of the main financial products and their associated risks 
with emphasis on the risks of Russian financial market. This notice does not intend to be exhaustive 
and there may be other risk factors, which the Client should take into account in relation to a particular 
investment on financial instrument. It is intended to give the Client information on, and a warning of 
the risks associated with them so that the Client is reasonably able to understand the nature and risks 
of the services and of the specific types of financial instruments being offered and, consequently, to 
take investment decisions on an informed basis.  
 
Clients should not rely on the guidance contained in this document as investment advice based on 
investor’s personal circumstances, nor as a recommendation to enter into any of the services or invest 
in any of the financial instruments listed below. We would strongly recommend that Clients seek 
independent legal or financial advice where it is unclear as to the meaning of any of the disclosures or 
risk warnings.  
 
The Client hereby acknowledges and accepts that he/she is properly notified by GVD KORIMCY LTD 
with respect to the risks listed herein and acknowledges and accepts that any one or more of these risks 
could lead to loss, which could in certain circumstances, far exceed the initial Clients’ investments and 
capital deposited. 
 

2. BASIC INVESTMENT RISKS  
 

2.1. Market Risk 
  
Market risk is referred to investment losses due to adverse movements in financial market prices.  
 
Price Risk  
 
The price of equity securities may rise or fall because of changes in the broad market or changes in a 
company’s financial condition. These price movements may result from factors affecting individual 
companies, sectors or industries selected by the investor or the securities market as a whole, such as 
changes in economic or political conditions. Equity securities are subject to “stock market risk” 
meaning that stock prices in general may decline over short or longer periods. When the value of 
securities goes down, your investment decreases in value.  
 
Currency Risk  
 
Investors are exposed to currency risk when they hold securities denominated in a foreign currency and 
the underlying exchange rate depreciates. Generally, when the value of the local currency rises in value 
relative to a foreign currency, an investment in that country loses value because that currency is worth 
less in local currency terms. Devaluation of a currency by a country’s government or banking authority 
also may have a significant impact on the value of any investments denominated in that currency. 
Currency markets generally are not as regulated as securities markets.  
 
Interest Rate Risk  
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The risk that a change in interest rates will adversely affect the value of an investment. The value of 
fixed income securities generally moves in the opposite direction of interest rates (decreases when 
interest rates rise and increases when interest rates fall). The buyer of a fixed income security is expose 
to the risk of a change in interest rates in the form of a price loss if the market interest rate rises. 
 

2.2. Liquidity Risk  
 

A security is considered liquid by the extent to which it is possible for the investor to sell it at any time 
at fair market value. Sale of liquid securities may not cause noticeable price fluctuations irrespective 
of the volume. Narrow and illiquid markets can make it difficult to buy or sell securities. Liquidity risk 
is more evident in emerging markets (please refer to “Emerging Market Risks” below) which are 
substantially smaller, less liquid and more volatile than the securities markets in most developed 
markets. A few issuers represent a large percentage of market capitalization and trading volume. Due 
to these factors, it may be difficult for the investor to buy or sell some securities because of poor 
liquidity.  
 

2.3. Credit Risk  
 

Credit risk refers to the risk of losses due to the fact that debtors maybe unwilling or unable to fulfill 
their contractual obligations because of deteriorating credit quality or bankruptcy. Such defaults could 
result in losses for an investor. In addition, the credit quality of securities held by the investor may be 
lowered if an issuer’s financial condition changes. Lower credit quality may lead to greater volatility 
in the price of a security, affect liquidity and make it difficult for the investor to sell the security.  
 

2.4. Inflation Risk  
 

The risk that the investor will suffer a financial loss because of a fall in the value of money (i.e. 
inflation).  
 

2.5. Volatility Risk 
 

The higher the volatility of a security, the more extreme is the upward and downward price movements. 
Investing in higher risk countries entail volatility risk and higher potential of losses.  
 

2.6. Tax Risk  
 

Tax risk arises because of the uncertainty associated with tax laws. Changes in law may lead to changes 
in the tax treatment of capital gains and income from securities, in terms of both the amount and nature 
of taxes. Double taxation treaties between countries can have positive effects on the capital market 
prices. However, there is no guarantee that applicable double tax treaties, will remain in place or will 
not be changed.  
 

2.7. Settlement and Custody Risks  
 

Settlement risk is the risk that one party could be in the process of paying the counterparty while the 
counterparty is declaring bankruptcy.  
 
With regard to the foreign custody, the securities are subject to the laws and market practices of the 
respective country where they are held in custody. If a custodian becomes insolvent, applicable local 
law determines the priority of claims.  
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Concerning the Civil Law of the Russian Federation in case of bankruptcy of a custodian, the assets 
held on the account name of clients are protected from any claim made on behalf of the creditors of the 
Depositary. However, in the Russian Federation there is no Central Securities Depository established 
to manage the clearing, settlement and safekeeping of all securities. All Russian registrars are 
supervised by the Federal Financial Markets Service (FFMS). As a result of this system it is possible 
that ownership rights could be lost through fraud or negligence an investor can have limited access to 
the custody securities or no access at all until the court proceeding have been resolved.  
 
Under the Markets in Financial Instruments Directive II (MiFID II), companies have to separate client 
assets from the Company’s assets and keep the ‘client assets’ in segregated accounts with trust status 
to protect it in the event of insolvency. Custody risk is eliminated when client’s assets are held 
separately from GVD KORIMCY LTD assets at the same custodian.  
 
GVD KORIMCY LTD policy ensures that client’s accounts are clearly specified in custodian’s books 
as ‘underlying clients of GVD KORIMCY LTD’. For more information on provisions in relation to 
custody services under MiFID II, please refer to the Terms of Business. 
 

2.8. Foreign Markets Risks  
 

Foreign markets will involve different risks from the Cyprus market. In some cases the risks will be 
greater. The potential for profit or loss from transactions in foreign markets or in foreign denominated 
contracts will be affected by fluctuations in foreign exchange rates.  
 

2.9. Emerging Market Risks  
 

Investments in emerging markets may involve certain risks not found in investments in developed 
markets. Emerging markets are usually smaller, less liquid and more volatile than developed markets 
and there is often substantially less information publicly available about these investments. In addition, 
there may be greater risks arising from political, social and economic uncertainties and from possible 
changes in currency exchange rates. Accounting, corporate governance and financial reporting 
standards that prevail in certain of these countries are often not equivalent to those in countries with 
more developed markets. Tax and legal regimes may be subject to uncertainty and to significant and 
unpredictable changes and repatriation of investments and profits may be restricted by exchange 
controls.  
 
There may also be less well-developed regulation of markets, issuers and intermediates. Markets may 
lack the liquidity of those in developed countries, leading to difficulty in valuing assets. Instability in 
such markets has previously led to and may continue to lead to investor losses. Settlement of 
transactions carried out on such markets may be lengthier and less secure than in developed markets. 
Investing in Emerging markets involves risks, including but not limited to the following:  
 
Event risk: On occasion, a country or region will suffer an unforeseen catastrophic event (for example, 
a natural disaster), which causes disturbances in its financial markets, including rapid movements in its 
currency, that will affect the value of instruments in, or which relate to, that country. Furthermore, the 
value of instruments and any income derived there from can be affected by global events, including 
events (political, economic or otherwise) occurring in a country other than that in which the instruments 
are issued or traded.  
 
Political risk: Many emerging markets countries are undergoing, or have undergone in recent years, 
significant political change which has affected government policy, including the regulation of industry, 
trade, financial markets and foreign and domestic investment. The relative inexperience with such 
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policies and instability of these political systems leaves them more vulnerable to economic hardship, 
public unrest or popular dissatisfaction with reform, political or diplomatic developments, social, 
ethnic, or religious instability or changes in government policies. Such circumstances, in turn, could 
lead to a reversal of some or all-political reforms, a backlash against foreign investment, and possibly 
even a turn away from a market- oriented economy. For investors, the results may include confiscatory 
taxation, exchange controls, compulsory re-acquisition, nationalisation or expropriation of foreign 
owned assets without adequate compensation or the restructuring of particular industry sectors in a way 
that could adversely affect investments in those sectors. Any perceived, actual or expected disruptions 
or changes in government policies of a country, by elections or otherwise, can have a major impact on 
the value of instruments linked to those countries.  
 
Economic risk: The economies of emerging markets countries are by their nature in early or 
intermediate stages of economic development, and therefore more vulnerable to rising interest rates 
and inflation. In fact, in many countries, high interest and inflation rates are the norm. Rates of 
economic growth, corporate profits, domestic and international flows of funds, external and sovereign 
debt, dependence on international trade, and sensitivity to world commodity prices play key roles in 
economic development yet vary greatly from country to country. Businesses and governments in these 
countries may have a limited history of operating under market conditions. Accordingly, when 
compared to more developed countries, businesses and governments of emerging markets countries are 
relatively inexperienced in dealing with market conditions and have a limited capital base from which 
to borrow funds and develop their operations and economies. In addition, the lack of an economically 
feasible tax regime in certain countries poses the risk of sudden imposition of arbitrary or excessive 
taxes, which could adversely affect foreign investors. Furthermore, many emerging markets countries 
lack a strong infrastructure, and banks and other financial institutions may not be well developed or 
well regulated. ΑΙΙ of the above factors, among others, can affect the proper functioning of the economy 
and have a corresponding adverse effect on the performance of Instruments linked to a particular 
market. 
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