4X ) Hsec

HSBC Bank Middle East Limited
UAE Mutual Fund Regulatory Changes

1. What are the new regulations regarding investments in foreign funds for retail investors?

UAE Securities and Commodities authority (SCA) issued a new regulation which is effective from 01 April
2024. Summary of key points below:

Promotion of foreign mutual funds is limited to Private placement for Professional Investors with a
minimum ticket size (as guided by SCA)

Public Offering is permitted for Retail Investors only if locally domiciled funds.

2. How is an individual classified as Professional Investor (PI)?
An individual is classified as Pl if:
P The individual has net assets of at least AED 4 million; and

» The individual appears, on reasonable ground, to have sufficient experience and understanding in the
field of investment, the relevant financial markets and any associated risks ,and

P the individual confirms their Pl classification status.

3. Who is a retail investor?
A retail investor in an individual who either:
» Does not meet the criteria of a Professional Investor (Pl); or

» Optsin to be a Retail investor

4. What are the SCA requirements for professional investors to invest in foreign funds?
To be able to invest in SCA Registered foreign funds an individual needs to :
P Dbe classified as Professional Investor (Pl), and

P> Meet minimum initial subscription per transaction per fund as mandated by SCA (currently AED
500,000 or other currency equivalent).

Additional eligibility criteria may apply depending upon the requirements of the specific fund.

5. What about retail investors who signed up for regular investment plans in foreign funds
before the new regulations taking effect?

Retail investors who signed up for regular investment plans (regular savings plan or perpetual savings
plan) in foreign funds before the new regulations taking effect can continue with their existing plans.
However, they cannot switch between funds or top up their contributions post 1t April 2024.

6. Can professional investors make regular contributions to foreign funds?

No regular contributions will be allowed into private placement foreign funds as of now.

7. Can a customer use HSBC online trading platform(s) to invest in Mutual funds post 1st of
April 2024?

No. Please reach out to your Relationship manager or Financial Planning manager for support.
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8. Can a Pl customer invest in a locally domiciled mutual fund?
Yes, the Pl customer will have the option to invest in either/both options:

P Investin a foreign fund registered with SCA for private placement with the minimum initial subscription
per transaction per fund as mandated by SCA (currently AED 500,000 or other currency equivalent),
and/or

» Investin locally domiciled Funds registered with SCA for public offering.

9. Will the same fund be available on both forms as both Foreign Private placement fund and
locally domiciled fund permitted for public offering ?

No, on HSBC product shelf Mutual funds will only be available in either one of these forms.

10. I am classified as retail investor. | already have investments in funds which are now
classified as private placement foreign funds available to Professional Investors only. Will | be
able to keep my existing units in these funds?

You can continue to hold your units in these funds post 15t April 2024. After that date, you cannot switch
or top up your contributions.

11. | am classified a professional investor. | have existing investment in foreign funds, would it
be considered towards the minimum initial investment mandated by SCA for Private placement
foreign funds?

Yes, current invested amount will be considered if it meets the regulatory requirements.

12. Can | switch from existing funds to Private Placement Foreign Funds post 1st April, 2024?
Yes, client can switch from existing funds to SCA registered private placement foreign funds as long as:
P The client has been classified as PI; and

P The subscription amount in the chosen private placement foreign fund meets the minimum ticket size
as mandated by SCA
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