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Day Trading Disclosure 

Pattern day trading rules requires that a pattern day trader have deposited in his or her account minimum 
equity of $25,000 on any day in which the customer day trades. The required minimum equity must be in 
the account prior to any day trading activities. If the customer meets the pattern day trading criteria and 
does not have the minimum equity in his or her account, the firm will issue an equity deficiency call and 
will only allow the entry of closing orders. This call is separate and distinct from the day trading margin 
call. 

Day Trading Risk Disclosure Statement 
 

You should consider the following points before engaging in a day-trading strategy. For purposes of this 
notice, a "day-trading strategy" means an overall trading strategy characterized by the regular 
transmission by a customer of intra-day orders to eƯect both purchase and sale transactions in the same 
security or securities. 
 
Day trading can be extremely risky. Day trading generally is not appropriate for someone of limited 
resources and limited investment or trading experience and low risk tolerance. You should be prepared to 
lose all of the funds that you use for day trading. In particular, you should not fund day-trading activities 
with retirement savings, student loans, second mortgages, emergency funds, funds set aside for 
purposes such as education or home ownership, or funds required to meet your living expenses. Further, 
certain evidence indicates that an investment of less than $50,000 will significantly impair the ability of a 
day trader to make a profit. Of course, an investment of $50,000 or more will in no way guarantee 
success. 
 
Be cautious of claims of large profits from day trading. You should be wary of advertisements or other 
statements that emphasize the potential for large profits in day trading. Day trading can also lead to large 
and immediate financial losses. 
 
Day trading requires knowledge of securities markets. Day trading requires in-depth knowledge of the 
securities markets and trading techniques and strategies. In attempting to profit through day trading, you 
must compete with professional, licensed traders employed by securities firms. You should have 
appropriate experience before engaging in day trading. 
 
Day trading requires knowledge of a firm's operations. You should be familiar with a securities firm's 
business practices, including the operation of the firm's order execution systems and procedures. Under 
certain market conditions, you may find it diƯicult or impossible to liquidate a position quickly at a 
reasonable price. This can occur, for example, when the market for a stock suddenly drops, or if trading is 
halted due to recent news events or unusual trading activity. The more volatile a stock is, the greater the 
likelihood that problems may be encountered in executing a transaction. In addition to normal market 
risks, you may experience losses due to system failures. 
 
Day trading will generate substantial commissions, even if the per trade cost is low. Day trading 
involves aggressive trading, and generally you will pay commissions on each trade. The total daily 
commissions that you pay on your trades will add to your losses or significantly reduce your earnings. For 
instance, assuming that a trade costs $16 and an average of 29 transactions are conducted per day, an 
investor would need to generate an annual profit of $111,360 just to cover commission expenses. 



 
Day trading on margin or short selling may result in losses beyond your initial investment. When you 
day trade with funds borrowed from a firm or someone else, you can lose more than the funds you 
originally placed at risk. A decline in the value of the securities that are purchased may require you to 
provide additional funds to the firm to avoid the forced sale of those securities or other securities in your 
account. Short selling as part of your day-trading strategy also may lead to extraordinary losses, because 
you may have to purchase a stock at a very high price in order to cover a short position. 
 
Margin Disclosure Statement 

Your brokerage firm is furnishing this document to you to provide some basic facts about purchasing 
securities on margin, and to alert you to the risks involved with trading securities in a margin account. 
Before trading stocks in a margin account, you should carefully review the margin agreement provided by 
your firm. Consult your firm regarding any questions or concerns you may have with your margin 
accounts. 
 
When you purchase securities, you may pay for the securities in full or you may borrow part of the 
purchase price from your brokerage firm. If you choose to borrow funds from your firm, you will open a 
margin account with the firm. The securities purchased are the firm's collateral for the loan to you. If the 
securities in your account decline in value, so does the value of the collateral supporting your loan, and, 
as a result, the firm can take action, such as issue a margin call and/or sell securities or other assets in 
any of your accounts held with the member, in order to maintain the required equity in the account. 
 
It is important that you fully understand the risks involved in trading securities on margin. These risks 
include the following: 
 

 You can lose more funds than you deposit in the margin account. A decline in the value of 
securities that are purchased on margin may require you to provide additional funds to the firm 
that has made the loan to avoid the forced sale of those securities or other securities or assets in 
your account(s). 

 The firm can force the sale of securities or other assets in your account(s). If the equity in your 
account falls below the maintenance margin requirements, or the firm's higher "house" 
requirements, the firm can sell the securities or other assets in any of your accounts held at the 
firm to cover the margin deficiency. You also will be responsible for any short fall in the account 
after such a sale. 

 The firm can sell your securities or other assets without contacting you. Some investors 
mistakenly believe that a firm must contact them for a margin call to be valid, and that the firm 
cannot liquidate securities or other assets in their accounts to meet the call unless the firm has 
contacted them first. This is not the case. Most firms will attempt to notify their customers of 
margin calls, but they are not required to do so. However, even if a firm has contacted a customer 
and provided a specific date by which the customer can meet a margin call, the firm can still take 
necessary steps to protect its financial interests, including immediately selling the securities 
without notice to the customer. 

 You are not entitled to choose which securities or other assets in your account(s) are 
liquidated or sold to meet a margin call. Because the securities are collateral for the margin 
loan, the firm has the right to decide which security to sell in order to protect its interests. 

 The firm can increase its "house" maintenance margin requirements at any time and is not 
required to provide you advance written notice. These changes in firm policy often take eƯect 



immediately and may result in the issuance of a maintenance margin call. Your failure to satisfy 
the call may cause the member to liquidate or sell securities in your account(s). 

 You are not entitled to an extension of time on a margin call. While an extension of time to 
meet margin requirements may be available to customers under certain conditions, a customer 
does not have a right to the extension. 

 
Penny Stock Trading Risk Disclosure 

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. 

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 risk but penny 
stocks are among the most risky 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 diƯicult 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 oƯer 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 diƯiculty selling penny 
stocks once you own them. Moreover, because it may be diƯicult to find quotations for certain penny 
stocks, they may be diƯicult, 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 diƯerent 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 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 Microcap Stock: A Guide for Investors at http://www.sec.gov/investor/pubs/microcapstock.htm.  

Options Disclosure 

Options are not suitable for all investors. There are risks involved in any option transaction or strategy. 
Individuals should not enter into options transaction until they have read and understand the options 
disclosure document, “Characteristics and Risks of Standardized Options”, which outlines the purposes 
and risks of options transactions. The booklet, also known as the options disclosure document (ODD) 
explains the characteristics and risks of exchange traded options.  You can download a copy of the ODD 
by clicking here or by visiting the Options Clearing Corporation website at www.theocc.com. 

Transactions in options carry a high degree of risk. Purchasers and sellers of options should familiarize 
themselves with the type of option (i.e., put or call) which they contemplate trading and the associated 
risks. You should calculate the extent to which the value of the options must increase for your position to 
become profitable, taking into account the premium and all transaction costs. Selling (“writing” or 
“granting”) an option generally entails considerably greater risk than purchasing options. 

Contact information  

Our mission at Ace Diversified is to provide our clients with the most professional level of customer 
service and timely and appropriate investment advice. We encourage you to let us know how we are 



doing on reaching those goals. In the unfortunate event that you have a complaint with respect to how 
your account is being handled or with any other aspect of your valued relationship with Ace Diversified, 
please contact us immediately at: 
 
Ace Diversified Capital, Inc. 
Attention: Compliance Department 
923 East Valley Blvd., Suite 213, San Gabriel, CA 91776 
Tel (626) 307-8300 
 
THIS NOTICE IS PROVIDED TO YOU FOR INFORMATIONAL PURPOSES ONLY. YOU DO NOT NEED TO 
CALL OR TAKE ANY ACTION IN RESPONSE TO THIS NOTICE. WE RECOMMEND THAT YOU READ AND 
RETAIN THIS NOTICE WITH YOUR FILES. 
 
 


