
 

 

Investment Concepts – Costs and risks of derivatives 

There are certain risks involved in investing and trading Derivatives. You should carefully consider these 
risks before proceeding with a Derivatives strategy. You should only invest in Derivatives if you understand 
the nature of the investment, your rights and obligations and the extent of your exposure to risk. 
 
The general risks associated with using Derivatives include: 

• Issuer risk – Each Derivative is a contract between the Derivative issuer and you. You are therefore 
exposed to the risk that the issuer will not perform its obligations as outlined in the PDS. 

• General market risks – The risk that the value of the Derivative will decrease due to movements in 
domestic and international markets, investor sentiment, interest rates and exchange rates. 

• Limited life – Derivatives have maturity dates and on expiry, they cease trading and can no longer 
be exercised. It is important that you select the most appropriate Derivative for your investment 
time horizon. 

• Leverage risk – In addition to magnifying your gains, Derivatives can also magnify the percentage of 
your losses.  

• Currency risk – If the Derivative is held in a foreign currency, you will be exposed to the risk of that 
currency fluctuating in value against the local currency.  

• Liquidity risk – The risk that you may not be able to sell your Derivative investment for a 
reasonable price in the market. 

• Suspension from trading – The Australian Stock Exchange (ASX) may suspend or remove a 
Derivative investment from trading. For example, if the issuer is unwilling, unable or fail to comply 
with the ASX Operating Rules. 

• Early termination or expiry – A Derivative investment may terminate or lapse before the expiry 
date due to an extraordinary event occurring such as the suspension of trading in the Derivative, 
the de-listing of the underlying company or a compulsory takeover of the underlying securities. 

• National guarantee fund (NGF) – The NGF provides compensation to investors in meeting valid 
claims arising from dealings with brokers and Licensees. Not all dealings are covered and you 
should check under which situations you may be able to claim for compensation as a result of a loss 
created by transacting in Derivatives on the secondary market. 

• Taxation considerations – If a capital protection facility applies, the interest expense may not be 
fully tax-deductible. A registered tax agent will be able to assist in determining the tax deductibility 
for your circumstances. 
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Important information: 
This document has been prepared by GWM Adviser Services Limited (ABN 96 002 071 749, AFSL 230692) (‘GWMAS’), a member of 
the National Australia Bank Limited (‘NAB’) group of companies (‘NAB Group’), registered office 105–153 Miller St North Sydney 
NSW 2060, for use and distribution by representatives and authorised representatives of GWMAS, NAB, Godfrey Pembroke 
Limited, Apogee Financial Planning Limited, Meritum Financial Group Pty Limited and Australian Financial Services Licensees with 
whom it has a commercial services agreement. 
Information in this document is of a general nature only and does not take into account your objectives, financial situation or 
needs. You should seek personal financial, tax, legal and such other advice as necessary or appropriate before relying on the 
information in this document or making any financial investment, insurance or other decision. If this document is provided to you in 
conjunction with a Statement of Advice (‘SOA’), any personal financial advice relevant to the financial planning concept/strategy 
referred to in this document will be contained in that SOA.  
Information in this document reflects our understanding of relevant regulatory requirements and laws etc as at the date of issue, 
which may be subject to change. While care has been taken in preparing this document, no liability is accepted by GWMAS or any 
member of the NAB Group, nor their agents or employees for any loss arising from any reliance on this document.  
If any financial product is referred to in this document, you should consider the relevant PDS or other disclosure material before 
making an investment decision in relation to that financial product.  
 


