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,QYHVWPHQW REMHOWLYHWRQ &UHGLW 2SSRUW X QLHMINW L(@ F R.F518 2D QW KAD 3)LXVQIE0
JHHV DQG ([SHQVHWRUIVWWKBEX® GHVFULEHY WKH IHHY DQG H[SHQVHV WKDW \R

)XQGRX PD\ SD\ RWKHU IHHV VXFK DV EURNHUDJH FRPPLVVLRQV DQG RWKH!
UHIOHFWHG LQ WKH WDEOH DQG ([DPSOHV EHORZ

$QQXDO )XQG 2SHUDWLQJ ([SHQVHV
H[SHQVHV WKDW \RX SD\ HDFK \HDU DV D SHUFHQWDJH Rl WKH YDOXH RI \RXU

ODQDJHPHQW )HHV

'LVWULEXWLRQ DQG RU 6HUYLFH E )HHV 1RQH
2WKHU ([SHQVHYV

$FTXLUHG )XQG )HHV DQG ([SHQVHV

7RWDO $QQXDO )XQG 2SHUDWLQJ ([SHQVHYV

.HQVLQJWRQ $VVHW ODQDJHPHQW //& WKH 2$GYLVHU3 KDV DJUHHG WR SD\ DOO H[SHQVHV RI \
OHYLHV RU H[SHQVHV LQFXUUHG LQ FRQQHFWLRQ ZLWK WKH H[HFXWLRQ Rl SRUWIROLR WUDC
H[SHQVHV LQ FRQQHFWLRQ ZLWK DQ\ DUELWUDWLRQ OLWLJDWLRQ RU SHQGLQJ RU WKUHDWH
H[WUDRUGLQDU\ H[SHQVHV LY GLVWULEXWLRQ IHHV DQG H[SHQVHV SDLG E\ WKH )XQG XQGH
&RPSDQ\ $FW RI DV DPHQGHG 2 $FW3 Y LQWHUHVW DQG WD[HV RI DQ\ NLQG RU QDW
OHQGLQJ VHUYLFHV YLL WKH DGYLVRU\ IHH SD\DEOH WR WKH $GYLVHU YLLL $FTXLUHG )XC
PHHWLQJVY DQG DOO SUR[\ VROLFLWDWLRQV H[FHSW IRU VXFK VKDUHKROGHU PHHWLQJV DQG
DJUHHPHQW E FKDQJHV LQ FRQWURO DW WKH $GYLVHU F WKH HOHFWLRQ RI DQ\ %RDUG PH
6HFWLRQ D RI WKH $FW G PDWWHUV LQLWLDWHG E\ WKH $GYLVHU RU H DQ\ RWKHL

2WKHU ([SHQVHV DQG $FTXLUHG )XQG )HHV DQG ([SHQVHV 28$))(® DUH HVWLPDWHG IRU WKH FX!
FRPSDQLHV 7KH RSHUDWLQJ H[SHQVHV LQ WKLV IHH WDEOH GR QRW FRUUHODWH WR WKH H[SF
RQO\ WKH GLUHFW RSHUDWLQJ H[SHQVHV LQFXUUHG E\ WKH )XQG DQG QRW WKH LQGLUHFW FR)\

([DPSOKLV ([DPSOH LV LOWHQGHG WR KHOS \RX FRPSDUH WKH FRVW RI LQYH\
7KH ([DPSOH DVVXPHV WKDW \RX LQYHVW LQ WKH )XQG IRU WKH WLPH SH
WKRVH SHULRGYV 7KH ([DPSOH DOVR DVVXPHV WKDW \RXU LQYHVWPHQW KDV
UHPDLQ WKHWKIRRXHK \RXU DFWXDO FRVWY PD\ EH KLJKHU RU ORZHU EDVHG XS

<HDU <HDUV

SRUWIROLR 7TKHQR®PBUSD\V WUDQVDFWLRQ FRVWYV VXFK DV FRPPLVVLRQV ZK
SRUWIROLR $ KLJKHU SRUWIROLR WXUQRYHU UDWH PD\ LQGLFDWH KLJKHU W
KHOG LQ D WD[DEOH DFFRXQW DW WKH VKDUHKROGHU OHYHO 7KHVH FRVWYV
HIDPSOH DERYH DIIHFW WKH )XQGuV SHUIRUPDQFH 'XULQJ WKH PRVW UHFHQ\
WKURXJK '"HFHPEHU WKH )XQGuV SRUWR OLYRH WIXUHOBR HW IRDWR YD® X H

FDOFXODWHG ZLWKRXW UHJDUG WR VKRUW SRVLWLRQV LQWHQGHG WR EH KH
LQFOXGHG WKH )XQGuV SRUWIROLR WXUQRYHU UDWH PLIJKW EH VLIJQLILFDQW(

BULQFLSDO ,QYHVWPHQW 6WUDWHJILHV

7KH )XQG LQYHVWV XQGHU QRUPDO FLUFXPVWDQFHV DW OHDVW RI LWV
SXUSRVHV LQ 86 DQG QRQ 8 6 IL[HG LQFRPH VHFXULWLHV DQG H[FKD
ORQJ DQG VKRUW H[SRVXUH WR 8 6 DQTKBR®®BG6!REKVGE \L RFR PR 2HLF X ¥ DW L WY
DFURVV D ZLGH UDQJH RI LQYHVWDEOH DVVHW FODVVHV XVLQJ ERWK ORQJ D
VHFXULWLHV SULPDULO\ E\ LQYHVWLQJ LQ RQH RU PRUH RI WKH IROORZLQJ LQ



2WKHU H[FKDQJH WUDGHG IXQGV 2(7)Vs

,QGLYLGXDO ERQGY RU EDVNHWV RI ERQGYV

%WRQG IXWXUHV DQG

&UHGLW GHIDXOW VZDSV FUHGLW GHIDXOW LQGH[ VZDSVY DQG RSWLRQV

H +H+ + +H

7KH )XQG ZLOO W\SLFDOO\ VHHN H[SRVXUH DPRQJ D ZLGH UDQJH RI IL[HG LQFF

/IRZHU *UDGH )L[HG ,QFRPH
$ +LJK \LHOG FRUSRUDWH ERQGV
+ /HYHUDJHG ORDQV VHQLRU ORDQV DQG EDQN ORDQV
$ &RQYHUWLEOH ERQGYV

+LJKHU *UDGH )L[HG ,QFRPH
¥ , QYHVWPHQW JUDGH FRUSRUDWH ERQGV
¥ $VVHW EDFNHG VHFXULWLHYV LQFOXGLQJ PRUWJDJH UHODWHG VHFXULWL
¥ 86 7UHDVXU\ VHFEXULWLHV

SBHULSKHUDO $VVHW &ODVVHYV
¥ (PHUJLQJ PDUNHW ERQGYV
¥ 3XEOLFO\ WUDGHG %XVLQHVYV '"HYHORSPHQW &RPSDQLHV 2%'&V?3
¥ +LJK GLYLGHQG HTXLW\ VHFXULWLHYV

7TKH )XQG LV GHVLIJQHG WR SURYLGH DQ DFWLYHO\ PDQDJHG VROXWLRQ DFUR
SURFHVV 7KH )XQG ZLOO JHQHUDOO\ IHDWXUH D EOHQGHG SRUWIROLR WKDW
PD\ XVH ERWK ORQJ RU VKRUW H[SRVXUHV WR PDQDJH GXUDWLRQ DQG FUHGL
RQ GLITHUHQW DVSHFWYV Rl IL[HG LQFRPH LQYHVWLQJ DV ZHOO DV ULVN PDQD

TKH )XQGuV TXDQWLWDWLYH DQDO\WLV SURFHVV LQFRUSRUDWHY IRXU GLVWLC
JORZ $QRPDOLHV XVLQJ D TXDQWLWDWLYH DSSURDFK ZLWK WKH IROORZLQJ U

7UHQGVKH WUHQG IROORZLQJ FRPSRQHQW RI WKH )XQG XWLOL]JHV QXF
\LHOGY WRWDO UHWXUQ LQGH[ DQG FUHGLW VSUHDGV )RU HDF
VKRUW WLPHIUDPHV WR REWDLQ D ILQDO WUHQG VLJQDO 7KH RE
JUHTXHQW FKDQJHV DUH WR EH H[SHFWHG EXW RWKHU SURFHVV F

9DOXDWIL7KQV FRPSRQHQW LV DQ LQKHUHQWO\ FRXQWHU WUHQG RU FRQ
IROORZLQJ 7KLV DVSHFW RI WKH SURFHVV LV GHVLJQHG WR LGl
YDOXDWLRQV EDVHG RQ KLVWRULFDO GDWD 7KLV FRPSRQHQW L
ZKHQ YDOXDWLRQV DUH RYHUSULFHG DQG WR LGHQWLI\ SRVVLEC
DUH DW H[WUHPH KLVWRULFDO ORZV

ODFUR 7KLV DQDO\VLVY FRQVLGHUV IDFWRUV IURP GLIIHUHQW DVVHW FO
(QYLURQPHOPWDJHUY EHOLHYH WKDW LQFOXGLQJ D 2PDFUR DZDUH?® IUDPHZR
ULVN DGMXVWHG SHUIRUPDQFH )RU H[DPSOH ULVLQJ FRPPRGLYV

VKRZ VWURQJ RU LPSURYLQJ HFRQRPLF JURZWK ZKHUHDYV IDOO|I

SULFHV FRXOG EH DQ LQGLFDWRU RI D 2VWDJIODWLRQDU\3 UHJLP/|

3ULFLQJ DQBHVWRU WLPLQJ DQG EHKDYLRU FDQ OHDG WR WUDGLQJ DQRP
JORZ $QRPDOMKDQ DYHUDJH H[SHFWHG UHWXUQV .HQVLQJWRQuV TXDQWLWD\
SOD\V D UROH LQ GHWHUPLQLQJ DVVHW DOORFDWLRQ ZKHQ FRPE



$IWHU XVLQJ WKHVH DQDO\WHV WR JHQHUDWH IRUHFDVWY RI H[SHFWHG |IXWX!
WHFKQLTXHV WKDW ZHLJK IRUHFDVWYV Rl H[SHFWHG IXWXUH SHUIRUPDQFH DQ
VOLSSDJH DUH DSSOLHG WR REWDLQ DVVHW FODVV DOORFDWLRQV LQ WKH SR

6KRUWLQJ , QYH,WQV B SBRMLIWMVRRWR WKHVH IRXU FDWHJRULHYVY WKH )XQGuV TXI
SULPDULO LQ WZR DVVHW FODVVHV 8 6 7UHDVXULHVY DQG 8 6 KLJK \LHOG E
IXWXUHV FRQWUDFWYV IRU 8 6 7UHDVXULHV )RU 8 6 KLJK \LHOG ERQGV WKH
RWKHU GHULYDWLYHV VXFK DV RSWLRQV DQG IXWXUHV 7KH )XQG PD\ DOVR
(7)V WKDW JHQHUDOO\ VHHN WR SURYLGH LQYHVWPHQW UHVXOWY WKDW DUH \

7KH )XQG LV IOH[LEOH DQG QRW PDQDJHG WR D EHQFKPDUN 7KH )XQG PD\ VKL
PD\ UHVXOW LQ LQYHVWLQJ LQ D VLQJOH RU PXOWLSOH PDUNHWY DQG VHFWR
VHFEXULWLHY DQG LQVWUXPHQWY RI DQ\ PDWXULW\ 7KH )XQG PD\ LQYHVW LC
IRUHLJQ PDUNHWY LQFOXGLQJ FRXQWULHV ZKRVH HFRQRPLHYVY DUH OHVV GHY
LOQOYHVWPHQWY LQ RQH RU PRUH UHJLRQV RU VPDOO JURXSV RI FRXQWULHV LC
7TKH )XQG LQYHVWYV SULPDULO\ LQ 8 6 GROODU GHQRPLQDWHG VHFXULWLHYV
VHFEXULWLHYV 7KH IL[HG LQFRPH VHFXULWLHV WR ZKLFK WKH )XQG PD\ KDYH |
FDSLWDOL]DWLRQ VHFXULW\ PDWXULW\ FXUUHQF\ RU OHYHUDJH

7TKH )XQG ZLOO W\SLFDOO\ KDYH VLJQLILFDQW H[SRVXUH WR KLJK \LHOG VHF
ORRG\pV 5DWLQJV 20RRG\pV:® RU ORZHU WKDQ %%% E\ 6WDQGDUG DQG 3RRU|
$GYLVHU RU WKH XQGHUO\LQJ IXQGuY DGYLVHU ZKHUH DSSOLFDEOH WR EH
2ZMXQN ERQGV 8 7KH )XQG PD\ KDYH H[SRVXUH WR MXQN ERQGV WKDW DUH LQ
DOVR WDNH VKRUW SRVLWLRQV IURP WLPH WR WLPH WR KHGJH RU RIIVHW HJ[L\

7TKH )XQG PD\ KROG FDVK RU FDVK HTXLYDOHQWYV RU LQYHVW GLUHFWO\ RU LC
Rl YDULRXV PDWXULWLHYV

$ SRUWLRQ RI WKH )XQGuV DVVHWY PD\ EH LQYHVWHG LQ DVVHW EDFNHG VHF>
6XFK VHFXULWLHV PD\ EH VWUXFWXUHG DV FROODWHUDOL]HG PRUWJDJH REO
WKRVH VWUXFWXUHG VXFK WKDW SD\PHQWY FRQVLVW RI LQWHUHVW RQO\ ,2
LOQYHVW LQ LQYHUVH IORDWHUY DQG LQYHUVH ,2vV ZKLFK DUH GHEW VHFXUL)
PDUNHW UDWH WR ZKLFK WKH VHFXULW\ LV LQGH[HG 7KH )XQG PD\ DOVR LQY
$50V 7KH )XQG PD\ LQYHVW D SRUWLRQ RI LWV DVVHWYV LQ VXE SULPH PRUW,

,Q VHOHFWLQJ XQGHUO\LQJ IXQGY WKH $GYLVHU FRQVLGHUV WKH SHUIRUPDQ
FRPSRVLWLRQ DQG VWUDWHJI\ RI VXFK XQGHUO\LQJ IXQGYV

KLOH WKH )XQG KDV QR SUHVHQW LQWHQWLRQ WR GR VR WKH )XQG PD\ EH L
LQFOXGH VHFXULWLHVY WKDW DUH QRW UHDGLO\ PDUNHWDEOH DQG VHFXULWI
DFTXLUH DQ\ LOOLTXLG LQYHVWPHQWYV LI LPPHGLDWHO\ DIWHU WKH DFTXLVL\
LOOLTXLG LQYHVWPHQWY WKDW DUH DVVHWYV

7TKH )XQG LV QRQ GLYHUVLILHG ZKLFK PHDQV LW PD\ LQYHVW D KIZKH 9HQBHLY
WA\SLFDOO\ OLPLW LWV LQYHVWPHQW LQ D VLQJOH XQGHUO\LQJ IXQG WR WKUH
RI VXFK XQGHUO\LQJ IXQG RZQHG E\ WKH )XQG PD\ FKDQJH RYHU WLPH DV Wk
SRUWIROLR FKDQJHV

7TKH )XQG PD\ OHQG LWV SRUWIROLR VHFXULWLHVY WR EURNHUV GHDOHUV DQ
QRW H[FHHG RI WKH WRWDO DVVHW YDOXH RI WKH )XQG LQFOXGLQJ WKF
LWV LQFRPH E\ UHFHLYLQJ SD\PHQWYV IURP WKH ERUURZHU

BULQFLSDO ,QYHVWPHQW 5LVNV
$V ZLWK DOO IXQGV WKHUH LV WKH ULVN WKDW \RX FRXIOK )JXRWGHLFKR@RW W KR W

FRPSOHWH LQYHVWPHQW SURJUDP ODQ\ IDFWRUV DIIHFW WKH )XQGpuV QHW DV
GLUHFWO\ DQG LQGLUHFWO\ WKURXJK WKH )XQGuVY LQYHVWPHQW LQ XQGHUO\L



f ODQDIJHPHQMKHB LAY LVHUpV UHOLDQFH RQ LWV SURSULHWDU\ LQYHVWPH (
DWWUDFWLYHQHVY YDOXH DQG SRWHQWLDO DSSUHFLDWLRQ RI SDUWLF
SURGXFH WKH GHVLUHG UHVXOWYV

¥f ORGHOV DQG ™XWD)%QGNV LQYHVWPHQW H[SRVXUH LV KHDYLO\ GHSHQGHZC
LQIRUPDWLRQ DQG GDWD VXSSOLHG E\ WKLUG SDUWLHV 20RGHOV DQG
LQFRPSOHWH DQ\ GHFLVLRQV PDGH LQ UHOLDQFH WKHUHRQ PD\ OHDG
SRUWIROLR WKDW ZRXOG KDYH EHHQ H[FOXGHG RU LQFOXGHG KDG WKH 0
XVHG E\ WKH )XQG DUH SUHGLFWLYH LQ QDWXUH 7KH XVH RI SUHGLFWL
LQFRUUHFWO\ IRUHFDVW IXWXUH EHKDYLRU OHDGLQJ WR SRWHQWLDO OF
RIWHQ LQYROYLQJ D PDUNHW GLVUXSWLRQ RI VRPH NLQG VXFK PRGHO
IRU WKH )XQG

¥ +LIJK <LHOG %WRQQBUSTXNOLW\ IL[HG LQFRPH VHFXULWLHV NQRZQ DV 2KLJI
WKDQ ERQGV RI KLIKHU TXDOLW\ LQFOXGLQJ DQ LQFUHDVHG ULVN RI G|
VHFXULWLHV RU WKRVH VXEMHFW WR D UHRUJDQL]DWLRQ SURFHHGLQJ PI

¥ J)LIHG ,QFRPH 6HFXKHWXQE8 PDMNWYHVW LQ RU KDYH H[SRVXUH WR IL[HG L
DUH RU PD\ EH VXEMHFW WR LQWHUHVW UDWH FUHGLW OLTXLGLW\ SUH
GHFUHDVH LQ WKH YDOXH Rl IL[HG LQFRPH VHFXULWLHYV &UHGLW ULVN
SULQFLSDO DQG LQWHUHVW 7KHUH LV DOVR WKH ULVN WKDW DQ LVVXHL
GDWHV )L[HG LQFRPH VHFXULWLHV VXEMHFW WR SUHSD\PHQW FDQ RIIF
HQYLURQPHQW DQG VLPLODU RU JUHDWHU SRWHQWLDO IRU ORVV LQ D U
FHUWDLQ IL[HG LQFRPH VHFXULWLHYVY PD\ PDNH LW PRUH GLIILFXOW WR V
PDUNHW FRQGLWLRQV DQG JRYHUQPHQW SROLFLHV PD\ OHDG WR SHULRH
LOQFRPH VHFXULWLHY PDUNHW DQG FRXOG UHVXOW LQ DQ LQFUHDVH LQ
DQG LWV VKDUH SULFH FDQ EH VXGGHQ DQG XQSUHGLFWDEOH

" &DOO 5DMNQJ SHULRGV RI GHFOLQLQJ LOQWHUHVW UDWHY D ERQG |
EHIRUH WKHLU PDWXULW\ GDWHV ,Q WKLY HYHQW WKH )XQG ZRXOG
LOWHUHVW UDWHYV UHVXOWLQJ LQ D GHFOLQH LQ LWV LQFRPH

" &UHGLW)RINGE LQFRPH VHFXULWLHY DUH JHQHUDOO\ VXEMHFW WR Wi
PDNH SULQFLSDO DQG LQWHUHVW SD\PHQWY ZKHQ WKH\ DUH GXH 7
EHFDXVH RI D ORVV Rl FRQILGHQFH LQ WKH DELOLW\ RI WKH ERUUR:
LQYROYH JUHDWHU FUHGLW ULVN LQFOXGLQJ WKH SRVVLELOLW\ RI

" ,QWHUHVW SDQMVHJBDWN WKH YDOXH RI IL[HG LQFRPH VHFXULWLHV Z
UDWHV $V LQWHUHVW UDWHYV ULVH WKH PDUNHW YDOXH RI IL[HG 1
UDWHV IDOO WKH PDUNHW YDOXH RI IL[HG LQFRPH VHFXULWLHV W
VHFXULWLHVY WKDQ IRU VKRUW WHUP VHFXULWLHYV

" 3UHSD\PHQWHXQ/G@R® SWVRHV RI GHFOLQLQJ LQWHUHVW UDWHV WKH
SUHSDLG DQG VXFK IXQG PD\ KDYH WR UHSODFHQWWIHPHY LRMKUVYMEQ U L1
SUHSD\PHQWYV ZLOO VORZ FDXVLQJ SRUWIROLR VHFXULWLHYV FRQVLC
ZKLFK IOXFWXDWH PRUH ZLGHO\ LQ UHVSRQVH WR FKDQJHV LQ LQWH

" JLTXLGLWKBUWNPD\ EH QR ZLOOLQJ EX\HU RI WKH )XQGuVvV SRUWIROLR
VHFXULWLHY DW D ORZHU SULFH RU PD\ QRW EH DEOH WR VHOO WKF
RQ SHUIRUPDQFH

" 'XUDWLRQ@KH YXQG FDQ LQYHVW LQ VHFXULWLHV RI DQ\ PDWXULW\ R
D VHFEXULW\pV SULFH WR FKDQJHYVY LQ LQWHUHVW UDWHV )RU H[DPS
GHFUHDVH LQ SULFH IRU HYHU\ ULVH LQ LOWHUHVW UDWHV WKI
PDWXULW\ LOQOYHVWPHQWY ZLOO PDJQLI\ FHUWDLQ ULVNV LQFOXGLQ.

$ (7) 5LVRNR/H )XQG LV DQ (7) DQG DV D UHVXOW RI DQ (7)uV VWUXFWXUH L

" $XWKRUL]JHG 3DUWLFLSDQWY ODUNHW ODNHUV DQIGH/DXRIGGKWYV TUFR
QXPEHU RI ILQDQFLDO LQVWLWXWLRQV WKDW PD\ DFW DV $XWKRUL]I
QXPEHU RI PDUNHW PDNHUYV DQG RU OLTXLGLW\ SURYLGHUV LQ WKH
RFFXU VKDUHV PD\ WUDGH DW D PDWHULDO GLVFRXQW WR 1%$9 DQ
RWKHUZLVH EHFRPH XQDEOH WR SURFHVV FUHDWLRQ DQG RU UHGH
WKHVH VHUYLFHV RU LL PDUNHW PDNHUV DQG RU OLTXLGLW\ SURY
DFWLYLWLHY DQG QR RWKHU HQWLWLHYVY VWHS IRUZDUG WR SHUIRUP



" &DVK 5HGHPSWLRE RRWW H[SHFWHG WR EH D UHJXODU RFFXUUHQFH
WR UHGHHP VKDUHV IRU FDVK RU WR RWKHUZLVH LQFOXGH FDVK DV
WR VHOO RU XQZLQG SRUWIROLR LQYHVWPHQWY WR REWDLQ WKH FL
WKH )XQG WR UHFRJQL]H D FDSLWDO JDLQ WKDW LW PLJKW QRW KL
UHVXOW WKH )XQG PD\ SD\ RXW KLJKHU DQQXDO FDSLWDO JDLQ Gl
XVHG

" &RVWYV RI %X\LQJ RUXGHWERLWKH KHRWMW RI1 EX\LQJ RU VHOOLQJ VKDL
LPSRVHG E\ EURNHUY DQG ELG DVN VSUHDGYVY IUHTXHQW WUDGLQJ F
DQ LQYHVWPHQW LQ VKDUHV PD\ QRW EH DGYLVDEOH IRU LQYHVWRU

" 6KDUHV OD\ 7UDGH DW 3ULSWVZRWKHWOKOQPVISKDUHY PD\ EH ERXJK
PDUNHW DW PDUNHW SULFHV $OWKRXJK LW LV H[SHFWHG WKDW WK
WKHUH PD\ EH WLPHYVY ZKHQ WKH PDUNHW SULFH RI VKDUHV LV PRUH
LQWUD GD\ GLVFRXQW GXH WR VXSSO\ DQG GHPDQG RI VKDUHYV |
KHLIKWHQHG LQ WLPHV RI PDUNHW YRODWLOLW\ SHULRGV RI VWHH
DFWLYLW\ IRU VKDUHVY LQ WKH VHFRQGDU\ PDUNHW LQ ZKLFK FDVH
VHFXULWLHV KHOG E\ WKH )XQG PD\ WUDGH RQ IRUHLJQ H[FKDQJH
HIFKDQJH LV RSHQ WKHUH DUH OLNHO\ WR EH GHYLDWLRQV EHWZF
TXRWHG SULFH IURP WKH FORVHG IRUHLJQ PDUNHW 7KLV PD\ UHYV X(
HISHULHQFHG E\ GRPHVWLF (7)V

" 7TUDGBQWKRXJK VKDUHV DUH OLVWHG IRU WUDGLQJ RQ WKH &ERH ¢
WUDGHG RQ 8 6 H[FKDQJHV RWKHU WKDQ WKH ([FKDQJH WKHUH FDQ
RU DW DOO RQ DQ\ VWRFN H[FKDQJH ,Q VWUHVVHG PDUNHW FRQG
OLTXLGLW\ RI WKH )XQGuV XQGHUO\LQJ SRUWIROLR KROGLQJV ZKL
FRXOG OHDG WR GLIITHUHQFHY EHWZHHQ WKH PDUNHW SULFH RI WKH

%XVLQHVV '"HYHORSPHQW &RRKEDEO\ DUAME&EHBWWOWNQ ULVNYV LQKHUHQW LQ 1
EXVLQHVYV LV WR LQYHVW LQ DQG OHQG FDSLWDO RU SURYLGH VHUYLFH
$FW DQG DUH VXEMHFW WR FHUWDLQ UHVWUDLQWY )RU H[DPSOH %'&V D
LQ VHFXULWLHV RI SULYDWH FRPSDQLHV RU WKLQO\ WUDGHG 8 6 SXEOLF
DQG KLJK TXDOLW\ GHEW LQYHVWPHQWY WKDW PDWXUH LQ RQH \HDU RL
WKLQO\ WUDGHG FRPSDQLHV LQ ZKLFK D %'& PD\ LQYHVW WKHUH LV D U
LQYHVWPHQW GHFLVLRQ ,Q DGGLWLRQ LQYHVWPHQWY PDGH E\ %'&V DU}
RQO\ LQFXU LQGHEWHGQHVYV LQ DPRXQWV VXFK WKDW WKH %'& V DVVHW
DIWHU VXFK LQFXUUHQFH 7KHVH OLPLWDWLRQV RQ DVVHW PL[ DQG OHYH

JRUHLJQ ,QYHVWRBHRW) LUQMHVWPHQWY PD\ EH ULVNLHU WKDQ 8 6 LQYHYV
FXUUHQF\ H[FKDQJH UDWHY DQG XQVWDEOH SROLWLFDO VRFLDO DQG HF

(PHUJLQJ ODURKHN YXIQON LQWHQGY WR KDYH H[SRVXUH WR HPHUJLQJ PDUI
GHYHORSHG PDUNHWY EHFDXVH WKH\ WHQG WR GHYHORS XQHYHQO\ DQC
PD\ EH FRQVLGHUHG VSHFXODWLYH

&EXUUHQF&KDQYNHYV LQ FXUUHQF\ HI[FKDQJH UDWHY PD\ QHIJDWLYHO\ DIIHF\
LQ FXUUHQF\ H[FKDQJH UDWHV UHODWLYH WR WKH 8 6 GROODU PD\ HUF
LQ VHFXULWLHY GHQRPLQDWHG LQ D IRUHLJQ FXUUHQF\ RU PD\ ZLGHQ HII

*HRIJUDSKLF YRKHV)XIQMAN PD\ IRFXV LWV LQYHVWPHQWY LQ RQH RU PRUH LU
UHVXOW WKH )XQGuV SHUIRUPDQFH PD\ EH VXEMHFW WR JUHDWHU YROD\

/JRDQV 5AKMN PDUNHW IRU ORDQV LQFOXGLQJ EDQN ORDQV ORDQ SDUWLF
KLIJKO\ OLTXLG DQG WKH KROGHU PD\ KDYH GLIILFXOW\ VHOOLQJ WKHP

WKH ILQDQFLDO LQVWLWXWLRQ DQG WKH XQGHUO\LQJ ERUURZHU %DQN
GD\V SRWHQWLDOO\ OHDGLQJ WR WKH VDOH SURFHHGV RI VXFK ORDQV Q
WKH EDQN ORDQV

'LVWULEXW/LKRR )XIOWNLY QRW GHVLIQHG WR SURYLGH D SUHGLFWDEOH OH
VHFXULWLHY LQ JHQHUDO DQG WKH DYDLODELOLW\ RI LQYHVWPHQW RSSHF
PD\ QRW EH HIITHFWLYH LQ LGHQWLI\LQJ LQFRPH SURGXFLQJ VHFXULWLHYV
LQFRPH ZLOO IOXFWXDWH 7KH )XQGuV LQYHVWPHQWY DUH VXEMHFW WR
LQFRPH ZKHQ GXH ZKLFK PD\ DGYHUVHO\ LPSDFW WKH OHYHO DQG YRODY
QRW JXDUDQWHH WKDW GLVWULEXWLRQV ZLOO DOZD\V EH SDLG RU WKDW



ODUNHW283HUYNMOO LQYHVWPHQW PDUNHW ULVNV DIIHFW WKH YDOXH RI W
FRQGLWLRQV LOQWHUHVW UDWH OHYHOV DQG SROLWLFDO HYHQWY DIIHF)
ORFDO UHJLRQDO RU JOREDO HYHQWV VXFK DV ZDU DFWV RI WHUURULYV
RU PDQ PDGH GLVDVWHUV WKH VSUHDG RI LQIHFWLRXV LOOQHVVHV RL
SDQGHPLF DQG UHFHVVLRQVY DQG GHSUHVVLRQV FRXOG KDYH D VLJQLIL
PDUNHW OLTXLGLW\ 6XFK HYHQWY FDQ FDXVH LQYHVWRU IHDU ZKLFK FI
PDUNHW LQ JHQHUDO LQ zZD\V WKDW FDQQRW QHFHVVDULO\ EH IRUHVHHC

8QGHUO\LQJ )XQBGHWVHLAPHQWY LQ XQGHUO\LQJ IXQGY LQYROYH GXSOLFDWI
H[SHQVHV (DFK XQGHUO\LQJ IXQG LV VXEMHFW WR VSHFLILF ULVNV GHS
RI DQ XQGHUO\LQJ IXQG PD\ QRW EH VXFFHVVIXO LQ LPSOHPHQWLQJ LWV
ORZHU D GLVFRXQW RU KLJKHU D SUHPLXP WKDQ WKH (7)uV QHW DVV
WUDGLQJ FRVWV ZKLFK FRXOG UHVXOW LQ JUHDWHU H[SHQVHV WR WKH

WKH PDUNHW WKH $GYLVHU PD\ QRW EH DEOH WR OLTXLGDWH WKH )XC
SHUIRUPDQFH

" 1HW $VVHW 9DOXH DQG KB POHW HBW LYFHOXIWRI1 (7) VKDUHYV PD\ GLIIHU
LQ SULFH PD\ EH GXH WR WKH IDFW WKDW WKH VXSSO\ DQG GHPDQC
DOZD\V LGHQWLFDO WR WKH VXSSO\ DQG GHPDQG LQ WKH PDUNHW
WLPHV ZKHQ DQ (7) VKDUH WUDGHYV DW D SUHPLXP RU GLVFRXQW WR

" TUDFNLQQ@7PVYMN) ZKLFK WKH )XQG LQYHVWY ZLOO QRW EH DEOH WR U
SULFHV WKH\ WUDFN EHFDXVH WKH WRWDO UHWXUQ JHQHUDWHG E\
DGMXVWLQJ WKH DFWXDO EDODQFH RI WKH VHFXULWLHY RU GHULYD'
WLPH WHPSRUDULO\ EH XQDYDLODEOH ZKLFK PD\ IXUWKHU LPSHGH

'"HULYDWLYMHVHQMNDO D GHULYDWLYH LQVWUXPHQWUWRYILGH\O 6 | SRW)XARIHY M
ORVV IURP D FKDQJH LQ WKH OHYHO RI WKH PDUNHW SULFH RI WKH XQGH
HIFHHGV WKH DPRXQW RI FDVK RU DVVHWYVY UHTXLUHG WR HVWDEOLVK RU
RU OHYHO RI WKH XQGHUO\LQJ DVVHW RU LQGH[ ZKLFK WKH )XQG PD\ QF
JUHDWHU WKDQ WKH DPRXQW LQYHVWHG LQ WKH GHULYDWLYH LWVHOI 7
ULVNV DQG WUDQVDFWLRQ FRVWYV $ ULVN RI WKH )XQGuV XVH RI GHULY
SHUIHFWO\ ZLWK WKH RYHUDOO VHFXULWLHY PDUNHWYV

T )YXWXUHV &RQWHIHD PAX FFIHWANV I XO XVH RI IXWXUHV FRQWUDFWY GUDZV X<
UHVSHFW WR VXFK LQVWUXPHQWY DQG LV VXEMHFW WR VSHFLDO ULV
IXWXUHVY FRQWUDFWY ZKLFK PD\ DGYHUVHO\ DIIHFW WKH )XQGuV 1$9 L
WKH FKDQJH LQ PDUNHW YDOXH RI WKH LQVWUXPHQWY KHOG E\ WKH )X
OLTXLG VHFRQGDU\ PDUNHW IRU D IXWXUHV FRQWUDFW DQG WKH UHYV
ORVVHV FDXVHG E\ XQDQWLFLSDWHG PDUNHW PRYHPHQWY ZKLFK DUH
FRUUHFWO\ WKH GLUHFWLRQ RI VHFXULWLHY SULFHV LQWHUHVW UDMW
SRVVLELOLW\ WKDW WKH FRXQWHUSDUW\ ZLOO GHIDXOW LQ WKH SHUI
FDVK LW PD\ KDYH WR VHOO VHFXULWLHY IURP LWV SRUWIROLR WR PH
WR VHOO VHFXULWLHY DW D WLPH ZKHQ LW PD\ EH GLVDGYDQWDJHRXYV

" &UHGLW 'HIDXOW 6ZDYKHUNBBHRMVHRIWMNU LQWR FUHGLW GHIDXOW LQ
VvZzDS DJUHHPHQWY DV D 2EX\HU® RU 2VHOOHU® RI FUHGLW SURWHFWLR
vzDS DJUHHPHQWY LQYROYH VSHFLDO ULVNV EHFDXVH WKH\ PD\ EH G
FUHGLW ULVN DQG JHQHUDOO\ SD\ D UHWXUQ WR WKH SDUW\ WKDW KL
LVVXHU RI WKH XQGHUO\LQJ REOLJDWLRQ DV RSSRVHG WR D FUHGLW (

" 2SWLRQYQBRBWLRQ LV DQ DJUHHPHQW WKDW I[IRU D SUHPLXP SD\PHQW
ULJKW EXW QRW WKH REOLJDWLRQ WR EX\ D 2FDOO RSWLRQ3® RU VHC
DPRXQW EDVHG RQ DQ XQGHUO\LQJ DVVHW UDWH RU LQGH[ DW D VSFt
RQ D VSHFLILHG GDWH ,QYHVWPHQWY LQ RSWLRQV DUH FRQVLGHUHG
WKH SUHPLXP SDLG IRU LW LI WKH SULFH RI WKH XQGHUO\LQJ VHFXULYV
RI D FDOO RSWLRQ RU LQFUHDVHG RU UHPDLQHG WKH VDPH LQ WKH ¥
)XQG ZHUH SHUPLWWHG WR H[SLUH ZLWKRXW EHLQJ VROG RU H[HUFLVH

IDOXDWLRMOXIDWMWNLRQ ULVN LV WKH ULVN WKDW WKH )XQG KDV YDOXHG F
SULFH DW ZKLFK WKH\ FDQ EH VROG 7KHUH LV QR DVVXUDQFH WKDW WKF
IRU LW DW DQ\ WLPH DQG WKH )XQG PD\ LQFXU D ORVV EHFDXVH D SRUWI



6KRUW 6D7&KH 5XQNE ZLOO VXIIHU D ORVV LI LW VHOOV D VHFXULW\ VKRUW
SRVVLEOH WKDW WKH )XQGuV ORQJ SRVLWLRQV ZLOO GHFOLQH LQ YDO
LQFUHDVH WKHUHE\ LQFUHDVLQJ SRWHQWLDO ORVVHV WR WKH )XQG $
LQFUHDVH LQ WKH YDOXH RI WKH XQGHUO\LQJ LQVWUXPHQW ZKLFK FRXO
VDOHV DOVR LQYROYH WUDQVDFWLRQ DQG ILQDQFLQJ FRVWV WKDW ZLO
"KHQ WKH )XQG LQYHVWV LQ LQYHUVH (7)V WR DFKLHYH VKRUW H[SRVXU
SHUIRUPDQFH RI VXFK LQYHUVH (7)V ZLOO IDOO DV WKH SHUIRUPDQFH RI
D UHVXOW WKDW LV WKH RSSRVLWH IURP WUDGLWLRQDO (7)V ,Q DGGLW
DFTXLUH WKHLU XQGHUO\LQJ SRUWIROLR LQYHVWPHQWY 7KH XVH RI OH"
DQG WKH UHWXUQ RQ LWV LQYHVWPHQWYV

&RQYHUWLEOH 6 KRQYMHNIMWAINVEBDIHVMHFXULWLHY DUH VXEMHFW WR WKH ULV
UHODWLYH WR WKH FRQYHUVLRQ SULFH EHFDXVH PRUH RI WKH VHFXULYV
ZKHQ WKH XQGHUO\LQJ VWRFN SULFH LV ORZ UHODWLYH WR WKH FRQYHU
YDOXH RI FRQYHUWLEOH VHFXULWLHYVY PD\ ULVH DQG IDOO ZLWK WKH PDI
ZLWK FKDQJHV LQ LQWHUHVW UDWHY DQG WKH FUHGLW TXDOLW\ RI WKH
FKDQJHV DV D VLPLODU QRQ FRQYHUWLEOH GHEW VHFXULW\ DQG JHQHUL

ORUWJIJDJH 6HFXULWLHY DQG $VVRWWIDBNHGHENBX WILWVHLEILMN IURP FRQY
SULQFLSDO LV SDLG EDFN SHULRGLFDOO\ RYHU WKH OLIH RI WKH VHFXU
SD\PHQWYV RI SULQFLSDO GXH WR YROXQWDU\ SUHSD\PHQWYV UHILQDQFLC
Rl SUHSD\PHQWY PRUWJDJH VHFXULWLHYV PD\ EH OHVV HIIHFWLYH WKDQ
ORQJ WHUP LQWHUHVW UDWHY DQG PD\ KDYH OHVV SRWHQWLDO IRU FI
UHGXFWLRQ LQ WKH DQWLFLSDWHG UDWH RI SULQFLSDO SUHSD\PHQWYV

HIWHQG WKH HIIHFWLYH PDWXULW\ DQG GXUDWLRQ RI PRUWJDJH VHFXU
VXEMHFW WR JUHDWHU SULFH YRODWLOLW\ DQG PRUH VXVFHSWLEOH W
LOWHUHVW UDWHY ULVH ,VVXHUV RI DVVHW EDFNHG VHFXULWLHYV PD\ KL
DVVHWY DQG FUHGLW HQKDQFHPHQWY SURYLGHG WR VXSSRUW WKH VHF.
RI GHIDXOW /LNH PRUWJDJH VHFXULWLHYV DVVHW EDFNHG VHFXULWLHV LC

/IHYHUDJHVEBEDNW RI WKH )XQGpuV SULQFLSDO LQYHVWPHQW VWUDWHJ\ WK
7TKHVH GHULYDWLYH LQVWUXPHQWY SURYLGH WKH HFRQRPLF HIIHFW RI1 Il
WKH XQGHUO\LQJ DVVHW DV ZHOO DV WKH SRWHQWLDO IRU JUHDWHU OR
GHULYDWLYH LQVWUXPHQWY WKH )XQG KDV WKH ULVN WKDW ORVVHV PI
)XQG ZKLOH HPSOR\LQJ OHYHUDJH ZLOO EH PRUH YRODWLOH DQG VHQVLW

1RQ 'LYHUVLILEUWLRRGIGUN HUVLILHG IXQG WKH )XQG PD\ LQYHVW PRUH
RQH RU PRUH LVVXHUV 7KH )XQG DOVR LQYHVWV LQ XQGHUO\LQJ IXQGV
PRUH VHQVLWLYH WR DQ\ VLQJOH HFRQRPLF EXVLQHVV SROLWLFDO RU
LQYHVWPHQW FRPSDQ\

7TXUQRYH® KLYWHU SRUWIROLR WXUQRYHU PD\ UHVXOW LQ KLJKHU WUDQ
WXUQRYHU UDWH PD\ EH VLIJQLILFDQWO\ DERYH DQQXDOO\

6HFXULWLHYV /ARIGULR IDYIHVRHUWDLQ ULVNV DVVRFLDWHG ZLWK VHFXULWL!
IDLO WR UHWXUQ WKH VHFXULWLHYVY RQ D WLPHO\ EDVLV RU HYHQ WKH
ERUURZHU VKRXOG IDLO ILQDQFLDOO\ $V D UHVXOW WKH )XQG PD\ ORYV
GHFOLQH LQ WKH YDOXH RI FROODWHUDO SURYLGHG IRU ORDQHG VHFXU
FROODWHUDO 7KHVH HYHQWV FRXOG DOVR WULJJHU DGYHUVH WD[ FRQVF

86 *RYHUQPHQW G6HRKUILXWIEHWDBLMNYPYHVW GLUHFWO\ RU LQGLUHFWO\ I
LOVWUXPHQWDOLWLHYV RI WKH 8 6 JRYHUQPHQW 7KH 8 6 JRYHUQPHQV
JRYHUQPHQW VSRQVRUHG DJHQFLHV RU LQVWUXPHQWDOLWLHV LI LW L\
GHIDXOWHG WKH )XQG PLJKW QRW EH DEOH WR UHFRYHU LWV LQYHVWPH

(TXLW\ 6HFXUZWHHX®EVAD\ LQYHVW LQ RU KDYH H[SRVXUH WR HTXLW\ \
VXGGHQ XQSUHGLFWDEOH GURSV LQ YDOXH RU ORQJ SHULRGV RI GHFC
VHFXULWLHV PDUNHWYV JHQHUDOO\ RU IDFWRUV DIIHFWLQJ VSHFLILF LQG
)XQG LQYHVWYV

'LYLGHQG 2ULHQWHG &RPSDQLHV BIKMNW KDYH KLVWRULFDOO\ SDLG UHJXO
HOLPLQDWH GLYLGHQG SD\PHQWV LQ WKH IXWXUH $ GHFUHDVH LQ GLYLC
RI WKH LVVXHU V VWRFN DQG OHVV DYDLODEOH LQFRPH IRU WKH )XQG



¥ /LPLWHG +LVWRU\ RFREHXDQWG LRMW BIOANLWHG KLVWRU\ RI RSHUDWLRQV I
WR DWWUDFW VXIILFLHQW DVVHWY WR RSHUDWH HIILFLHQWO\

BHUIRUPPWQRH WKH GDWH RI WKLV 3URVSHFWXV WKH )XQG GRHV Q:RW QK BWKH D) X (
KDV EHHQ LQ RSHUDWLRQ IRU D IXO0O FDOHQGDU \KRYX \SRX R G PEH) P DLWOHRW R D
SHUIRUPDQFH EHIRUH DQG DIWHU WD[HV PD\ QRW EH DQ L QES.FDWH G QS RU IR
LQIRUPDWLRQ DQG GDLO\ 1$9 SHU VKDUH LV DYDLODPQIs RW QK H R X QO W EAHE
ZZZ NHQVLQJWRQDVVHWPDQDJHPHQW FRP VROXWLRQV HWIV NDPR

. QYHVWPHQWHRWYQUMWRQ $VVHW ODQDJIJHPHQW //&
3RUWIROLR O0DQDJHUYV

3DWULFN 6RPPHUVWDG
3DWULFN 6RPPHUVWDG VHUYHV DV 3RUWIROLR O0DQDJHU DQG ,QYHVWPHQW &
VHUYHG WKH )XQG VLQFH LWV LQFHSWLRQ LQ

-DVRQ 6LP
-DVRQ 6LP VHUYHV DV 3RUWIROLR 0DQDJHU DQG ,QYHVWPHQW &RPPLWWHH O
)XQG VLQFH LWV LQFHSWLRQ LQ

-RUGDQ YOHERWWH
-RUGDQ JOHERWWH VHUYHV DV 3RUWIROLR 0DQDJHU DQG ,QYHVWPHQW &RPPL
WKH )XQG VLQFH LWV LQFHSWLRQ LQ

3XUFKDVH DQG 6DOH RAH)ARQ@G6RDOBWLWYVVXH RU UHGHHP VKDUHV WR FHUWDLQ
RU RWKHU EURNHU GHDOHUV RQO\ LQ EORFNV RI VKDUHVY NQRZQ DV 2&UHDW
HIFKDQJH IRU WKH GHSRVLW RU GHOLYHU\ RI LQ NLQG VHFXULWLHY DQG RU F
VHFXULWLHV LQFOXGHG LQ WKH )XQGuV SRUWIROLR ,QGLYLGXDO VKDUHV P
WKURXJK D EURNHU GHDOHU <RX FDQ SXUFKDVH DQG VHOO LQGLYLGXDO VKD
VHFEXULW\ 7KH )XQGupV VKDUHV DUH OLVWHG RQ WKH &ERH %=; ([FKDQJH ,QF
PDUNHW SULFH DQG EHFDXVH H[FKDQJH WUDGHG IXQG VKDUHY WUDGH DW PD
PD\ WUDGH DW D SULFH JUHDWHU WKDQ 1$9 SUHPLXP RU OHVV WKDQ 1$9 GL
VKDUHVY DUH QRW UHGHHPDEOH VHFEXULWLHV

,QYHVWRUV PD\ LQFXU FRVWY DWWULEXWDEOH WR WKH GLIITHUHQFH EHWZHHC
)XQG ELG DQG WKH ORZHVW SULFH D VHOOHU LV ZLOOLQJ WR DFFHSW IRU VI
WKH VHFRQGDU\ PDUNHW WKH 2ELG DVN VSUHDG?3 S5HFHQW LQIRUPDWLRQ DE
GLVFRXQWY DQG ELG DVN VSUHDGV LV DYDLODEOH RQ WKH )XQGuV ZHEVLW
NDPR

7D[ ,QIRUPDWMRQ EXWLRQV PDGH E\ WKH )XQG PD\ EH WD[DEOH WR \RX DV RU
H[HPSW RUJDQL]DWLRQ RU DUH LQYHVWLQJ WKURXJK D WD[ DGYDQWDJHG DU
$Q\ ZLWKGUDZDOV PDGH IURP VXFK WD[ DGYDQWDJHG DUUDQJHPHQW JHQHUDGC

3D\PHQWYV WR %URNHU 'HDOHUV DQG 2WKHRX ) QURKTL\DHD WEW H)XRHEG MDKULRIVI K
ILQDQFLDO LQWHUPHGLDU\ VXFK DV D EDQN WKH )XQG DQG LWV UHODWHG F
UHODWHG VHUYLFHV 7KHVH SD\PHQWV PD\ FUHDWH D FRQIOLFW RI LQWHUHYV
VDOHVSHUVRQ WR UHFRPPHQG WKH )XQG RYHU DQRWKHU LQYHVWPHQW $VN \
PRUH LQIRUPDWLRQ
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,QYHVWPHQW REMHOWLYHWRQ +HGJIJHG 3UHPLXP ,QFRWPHH@W MEKAR P @G W KV W/HIN\
DSSUHFLDWLRQ

JHHY DQG ([SHQVHVRUIWWKBE X &HVFULEHY WKH IHHVY DQG H[SHQVHV WKDW \R
)XQ&RX PD\ SD\ RWKHU IHHVY VXFK DV EURNHUDJH FRPPLVVLRQV DQG RWKH!
UHIOHFWHG LQ WKH WDEOH DQG ([DPSOHV EHORZ

$QQXDO )XQG 2SHUDWLQJ ([SHQVHV
H[SHQVHV WKDW \RX SD\ HDFK \HDU DV D SHUFHQWDJH RI WKH YDOXH RI \RXU

ODQDJHPHQW )HHV

'LVWULEXWLRQ DQG RU 6HUYLFH E  )HHV 1RQH
2WKHU ([SHQVHV

$FTXLUHG )XQG )HHV DQG ([SHQVHV

7RWDO $QQXDO )XQG 2SHUDWLQJ ([SHQVHV

.HQVLQJWRQ $VVHW ODQDJHPHQW //& WKH 2$GYLVHU?* KDV DJUHHG WR SD\ DOO H[SHQVHV RI
OHYLHV RU H[SHQVHV LQFXUUHG LQ FRQQHFWLRQ ZLWK WKH H[HFXWLRQ Rl SRUWIROLR WUDUC
H[SHQVHV LQ FRQQHFWLRQ ZLWK DQ\ DUELWUDWLRQ OLWLJDWLRQ RU SHQGLQJ RU WKUHDWH
H[WUDRUGLQDU\ H[SHQVHV LY GLVWULEXWLRQ IHHV DQG H[SHQVHV SDLG E\ WKH )XQG XQGH
&RPSDQ\ $FW RI DV DPHQGHG 2 $FW?* Y LQWHUHVW DQG WD[HV RI DQ\ NLQG RU QDW
OHQGLQJ VHUYLFHV YLL WKH DGYLVRU\ IHH SD\DEOH WR WKH $GYLVHU  YLLL $FTXLUHG )XC
PHHWLQJY DQG DOO SUR[\ VROLFLWDWLRQV H[FHSW IRU VXFK VKDUHKROGHU PHHWLQJV DQG
DJUHHPHQW E FKDQJHV LQ FRQWURO DW WKH $GYLVHU RU D VXE DGYLVHU F WKH HOHFWLR
LV GHILQHG XQGHU BHFWLRQ D RI WKH $FW G PDWWHUV LQLWLDWHG E\ WKH $GYLVH

$FTXLUHG )XQG )HHV DQG ([SHQVHV 2$))(* DUH LQGLUHFW FRVWV RI LQYHVWLQJ LQ RWKHU
FRUUHODWH WR WKH H[SHQVH UDWLR LQ WKH )XQGpuV ILQDQFLDO KLJKOLJKWYV EHFDXVH WKH |
DQG QRW WKH LQGLUHFW FRVWY RI LQYHVWLQJ LQ RWKHU LQYHVWPHQW FRPSDQLHV

([DPSOKLV ([DPSOH LV LOWHQGHG WR KHOS \RX FRPSDUH WKH FRVW RI LQYH\
7KH ([DPSOH DVVXPHV WKDW \RX LQYHVW LQ WKH )XQG IRU WKH WLPH SH
WKRVH SHULRGYV 7KH ([DPSOH DOVR DVVXPHV WKDW \RXU LQYHVWPHQW KDV
UHPDLQ WKAHWKIRXHK \RXU DFWXDO FRVWY PD\ EH KLJKHU RU ORZHU EDVHG XS

<HDU <HDUY <HDUY <HDUV

SRUWIROLR 7KHQR®PBUSD\V WUDQVDFWLRQ FRVWYV VXFK DV FRPPLVVLRQV ZK
SRUWIROLR $ KLJKHU SRUWIROLR WXUQRYHU UDWH PD\ LQGLFDWH KLJKHU W
KHOG LQ D WD[DEOH DFFRXQW DW WKH VKDUHKROGHU OHYHO 7KHVH FRVWYV
HIDPSOH DERYH DIIHFW WKH )XQGupV SHUIRUPDQFH 'XULQJ WKH PRVW UHFHC
WXUQRYHU UDIWARVYDD/YHUDJH SRUWIROLR YDOXH

BULQFLSDO ,QYHVWPHQW 6WUDWHJILHYV

7TKH )XQG LV DQ DFWLYHO\ PDQDJHG H[FKDQJH WUDGHG IXQG ?2(7)3 WKDW VHH
WKH 6 3 S ,QGH[ WKH 26 3 3 7TKH IRXQGDWLRQ RI WKH )XQGuV VWUDWHJ\
(7)V WKDW WUDFN WKH 6 3 SURYLGLQJ GLUHFW H[SRVXUH WR WKH EURDG
PRQWKO\ FDOO RSWLRQ VWUDWHI\ WR JHQHUDWH LQFRPH DQG D TXDUWHUO\ ¢
VWUDWHJILFDOO\ EX\LQJ DQG VHOOLQJ SXW DQG FDOO RSWLRQV RQ WKH 6 3
GRZQWXUQV DV ZHOO DV SURYLGH DGGLWLRQDO LQFRPH LQ IODW WR GRZQ P
UDOOLHYV

,Q LPSOHPHQWLQJ LWV VWUDWHJI\ WKH )XQG HPSOR\V D PHWKRGRORJ\ VLI
204.+3,3 7KH 04.+3, LV GHVLIJQHG WR EH LOQYHVWHG LQ WKH 9DQJXDUG 6 3



RSWLRQV DQG SXUFKDVLQJ ORQWK SXW RSWLRQV RQ WKH 63'5 6 3 (7) 63<
FDOO VSUHDGYV ZKLOH SURYLGLQJ GRZQVLGH SURWHFWLRQ WKURXJK WKH SX
HTXLW\ PDUNHW

7KH )XQG ZLOO RSHUDWH VLPLODUO\ WR WKH 04.+3, EXW ZLWK VHYHUDO GLI
DQG SXW DQG FDOO RSWLRQV RQ 63< WKH )XQG ZLOO EH PRUH IOH[LEOH LQ ¢
ZKDW 6 3 FDOO DQG SXW RSWLRQV WR EX\ DQG VHOO $GGLWLRQDOO\ XQ
DFWLYHO\ PDQDJH WKH ULVN WR UHZDUG UDWLR RI WKH )XQGuV RSWLRQ VW
SRVLWLRQ LV QRW SURSRUWLRQDO WR WKH ULVN PD[LPXP SRWHQWLDO ORV\
SRVLWLRQ LI GHWHUPLQHG WR EH DGYDQWDJHRXV WR WKH SRUWIROLR 7K
GHWHUPLQLQJ ZKDW SDUWLFXODU RSWLRQ VSUHDGV WR EX\ DQG VHOO XQGF
04.+3,

$OWKRXIK WKH )XQGuvV VWUDWHI\ LV QRW H[SHFWHG WR PDWHULDOO\ FKDQJ
YRODWLOLW\ ZLOO LPSDFW WKH UHODWLYH FRVWV RI GRZQVLGH SURWHFWLRH
UHWXUQV ZLOO DIIHFW WKH YDULRXV VWULNHYVY SULFHV H[SLUDWLRQ GDWHV
VLIQLILFDQWO\ LPSDFW )XQGuV RYHUDOO SHUIRUPDQFH 7KH )XQG EDVHG RQ
SUHPLXP LQFRPH FRVWYV GRZQVLGH SURWHFWLRQ DQG XSVLGH SRWHQWLDO \
IRU FDSLWDO DSSUHFLDWLRQ

ORQWKO\ &DOO 2SWLRQV 6WUDWHJ\

&DOO RSWLRQV DUH GHULYDWLYH LQVWUXPHQWY WKDW DOORZ WKH RSWLRQ -
LQGH[ IURP WKH RSWLRQ LVVXHU DW D VHW SULFH WKH 2VWULNH SULFH?3 XS
RSWLRQ LW UHFHLYHV D SUHPLXP IURP WKH EX\HU LQ KRSHY WKDW WKH RSWL

7TKH PRQWKO\ FDOO RSWLRQV VWUDWHJI\ FRQVLVWY RI D PL[ RI VHOOLQJ DQG
7TKH )XQG VHHNV WR JHQHUDWH LQFRPH IURP WKH SUHPLXPV HDUQHG IURP WK
WR UHDOL]H FDSLWDO DSSUHFLDWLRQ IURP LWV 6 3 (7) KROGLQJV DV WKH
EHFDXVH RI WKH VROG 6 3 FDOO RSWLRQV LW XVHV WR JHQHUDWH SUHPLXF
DUH LQWHQGHG WR RIIVHW WKLV UHGXFHG XSVLGH SRWHQWLDO DQG OLPLW W

2Q D UHJXODU EDVLV W\SLFDOO\ PRQWKO\ WKH )XQG VHOOV 6 3 FDOO RSV
2RXW RI WKH PRQH\3 ORQJ 6 3 FDOO RSWLRQV L H RSWLRQV WR SXUFKDV
UHIHUHQFH VHFXULW\ RU LQGH[ WR KHGJH DJDLQVW WKH SRVVLELOLW\ WKD\
LOQFUHDVHY DERYH WKH VWULNH SULFH RI WKH VROG 6 3 FDOO RSWLRQV )l
WKH KROGHUV RI WKH VROG 6 3 FDOO RSWLRQV PD\ EH PRUH LQFHQWLYL]H
)XQG +RZHYHU LI WKH SULFH RI WKH 6 3 LOQFUHDVHY DERYH WKH VWULNH
SURWHFWHG IURP ODUJHU ORVVHV EHFDXVH WKH )XQG ZLOO H[HUFLVH LWV SX
VROG 6 3 FDOO RSWLRQV

7TKH FDOO RSWLRQ VWUDWHJI\ DLPV WR SURILW IURP VWDEOH RU GHFOLQLQJ

EHORZ WKH VWULNH SULFH RI WKH VROG 6 3 FDOO RSWLRQV $W WKH VDPH
UDSLG JDLQV RI WKH 6 3 ZLWK WKH SXUFKDVHG 6 3 FDOO RSWLRQV :KLO
)XQG ZLOO W\SLFDOO\ VHOO FDOO RSWLRQV ZLWK D VWULNH SULFH EHWZHHC
SXUFKDVH FDOO RSWLRQV ZLWK D VWULNH SULFH EHWZHHQ DSSUR[LPDWHO\

DSSUHFLDWHYV E\ DSSUR[LPDWHO\ I[IURP LWV FXUUHQW OHYHO WKH VWULNH
7KLV ORVV ZLOO KRZHYHU ZLOO W\SLFDOO\ EH FDSSHG DW DSSUR[LPDWHO\

FDOO VSUHDGYV

%HFDXVH WKH FDOO RSWLRQ VWUDWHJ\ LV WA\SLFDOO\ HIHFXWHG HYHU\ PRQYV
RSWLRQ VWUDWHJ\ GLVFXVVHG EHORZ WKDW LV WASLFDOO\ HIHFXWHG RQ D TX



JRU LOOXVWUDWLYH SXUSRVHV RQO\ )LIJXUHV DUH DSSUR[LPDWH DQG VXEMHFW WR FKDQJH
PRQWKO\ FDOO VSUHDGY DQG RQH TXDUWHUO\ SXW VSUHDG

4XDUWHUO\ 3XW 2SWLRQV 6WUDWHJ\

3IXW RSWLRQV DUH GHULYDWLYH LQVWUXPHQWY WKDW DOORZ WKH RSWLRQ ¢
VHEXULW\ LQGH[] WR WKH RSWLRQ LVVXHU DW D VWULNH SULFH XS WR WKH F
UHFHLYHV D SUHPLXP IURP WKH EX\HU LQ KRSHY WKDW WKH EX\HU ZLOO QRW |

7TKH )XQGuV SXW RSWLRQV VWUDWHJI\ W\SLFDOO\ HIHFXWHG RQ D TXDUWHUO\
7TKH TXDUWHUO\ SXW RSWLRQV VWUDWHJI\ FRQVLVWY RI D PL[ RI SXUFKDVHG

6 3 ,QGH[ 26 3 SXW RSWLRQV: KLOH WKH VWULNH SULFHV RI WKH SX
SXUFKDVHV 6 3 SXW RSWLRQV WKDW DUH DSSUR[LPDWHO\ Rl WKH F
SURWHFWLRQ IURP D ODUJH GHFOLQH LQ WKH 6 3 7TKH )XQG VLPXOWDQHI
DSSUR[LPDWHO\ RI WKH FXUUHQW SULFH RI WKH 6 3 WR JHQHUDWH VF

SXUFKDVHG SXW RSWLRQV 7KH TXDUWHUO\ RSWLRQV VWUDWHJ\ RI EX\LQJ D |
IDUWKHU EHORZ WKH FXUUHQW PDUNHW SULFH LV GHVLIJQHG WR SURWHFW DJ
SULFHV Rl WKH SXW RSWLRQV ZLOO YDU\ WKH SXW VSUHDGYV ZLOO W\SLFDOC
DSSUR[LPDWHO\ WKH VWULNH SULFH RI WKH SXUFKDVH SXW EXW ZLOO QR
DSSUR[LPDWHO\ WKH GLIITHUHQFH LQ VWULNH SULFHV DIWHU WKH QHW FRV



JRU LOOXVWUDWLYH SXUSRVHV RQO\ )LIJXUHV DUH DSSUR[LPDWH DQG VXEMHFW WR FKDQJH
PRQWKO\ FDOO VSUHDGY DQG RQH TXDUWHUO\ SXW VSUHDG

([SHFWHG 5HODWLYH 3HUIRUPDQFH RI WKH 6WUDWHJ\

7TKH )XQGuV SHUIRUPDQFH ZLOO YDU\ DW WLPHV VXEVWDQWLDOO\ IURP WK
KRZHYHU WKH )XQG H[SHFWV WR SHUIRUP VRPHZKDW LQ OLQH ZLWK WKH
LPSOHPHQWDWLRQ RI LWV RSWLRQV VWUDWHILHYVY LOWHQGHG WR LPSURYH WK

7KH )XQGuV H[SHFWHG SHUIRUPDQFH UHODWLYH WR WKH 6 3 XQGHU YDULRX

"KHQ WKH 6 3 LV )ODW RU 'HFOLQHV ([SHFWHG 2XWSHUIRUPDQFH ,Q PRQ
PRYHPHQW RU GHFUHDVHV WKH )XQGuV RYHUDOO SHUIRUPDQFH LV JHQHUDOGO
SRVLWLRQHG WR RXWSHUIRUP WKH 6 3 SULPDULO\ GXH WR WKH PRQWKO\ SL

¥ 7KLV DQWLFLSDWHG UHODWLYH RXWSHUIRUPDQFH LV H[SHFWHG WR LQFL
DSSUR[LPDWHO\ GXH WR WKH DGGLWLRQDO GRZQVLGH SURWHFWLRQ

¥ ,I WKH 6 3 GHFOLQHV E\ PRUH WKDQ DSSUR[LPDWHO\ IURP WKH SXUF
IXUWKHU GRZQVLGH SURWHFWLRQ RWKHU WKDQ WKH FDOO RSWLRQ SUHP
XQWLO QHZ SXW RSWLRQV DUH SXUFKDVHG

"KHQ WKH 6 3 LV 8S ([SHFWHG 8QGHUSHUIRUPDQFH ,Q PRQWKY DQG TXDU\
WKDQ DSSUR[LPDWHO\ WKH HVWLPDWHG ORQJ WHUP DYHUDJH RI RSWLRQ S
H[SHFWHG WR EH SRVLWLYH +RZHYHU WKH )XQG LV OLNHO\ WR XQGHUSHUIR
LV LQWHQGHG WR VDFULILFH D SRUWLRQ RI WKH )XQGuV XSVLGH SRWHQWLDO

¥ 7TKH XQGHUSHUIRUPDQFH IRU HDFK PRQWKO\ FDOO RSWLRQ H[SLUDWLRQ
SULFHV H[SHFWHG WR EH DSSUR[LPDWHO\ DQG WKH DSSUR[LPDWH S

¥ ,I WKH 6 3 ULVHVY DERYH WKH VWULNH SULFHV RI ERWK FDOO RSWLRQ
VHOOV QHZ FDOO RSWLRQV 3



7KH )XQG LV FRQVLGHUHG WR EH QRQ GLYHUVLILHG ZKLFK PHDQV LW PD\ L(
LOQYHVWHFGIGIWM.-RQDOO\ WKH )XQGuV LQYHVWPHQW VWUDWHJILHY ZLOO LQYRC
RSWLRQV EXW DUH QRW H[SHFWHG WR UHVXOW LQ KLJK SRUWIROLR WXUQRYH

2SWLRQ 3UHPLXPV ° ,QFRPH 5HWXUQ RI &DSLWDO

$V SDUW RI WKH )XQGuV RSWLRQV VWUDWHJILHYVY LW VHOOV RU ZULWHV RSWL
WKH RYHUDOO SHUIRUPDQFH RI WKH )XQG 'LVWULEXWLRQV UHODWHG WR WK
UHWXUQ RI FDSLWDO 'LVWULEXWLRQV FKDUDFWHUL]HG DV D UHWXUQ RI FDSL
ZLWK \LHOG RU LQFRPH

BULQFLSDO ,QYHVWPHQW 5LVNV

$V ZLWK DOO IXQGV WKHUH LV WKH ULVN WKDW \RX FRXIOH )YXRWGHLKR@RW W KR Wk
FRPSOHWH LQYHVWPHQW SURJUDP O0DQ\ IDFWRUV DIIHFW WKH )XQGuV 1HW $
)XQG GLUHFWO\ DQG LQGLUHFWO\ WKURXJK WKH )XQGpuV LQYHVWPHQW LQ XQG

f ODQDIJHPHQMKHB LAY LVHUpV UHOLDQFH RQ LWV SURSULHWDU\ LQYHVWPH (
DWWUDFWLYHQHVY YDOXH DQG SRWHQWLDO DSSUHFLDWLRQ RI SDUWLF
SURGXFH WKH GHVLUHG UHVXOWYV

+ (TXLW\ 6HFXUZKMWH HXGEVAD\ LQYHVW LQ RU KDYH H[SRVXUH WR HTXLW\ )
VXGGHQ XQSUHGLFWDEOH GURSV LQ YDOXH RU ORQJ SHULRGV RI GHFC
VHFXULWLHV PDUNHWYV JHQHUDOO\ RU IDFWRUV DIIHFWLQJ VSHFLILF LQG
)XQG LQYHVWYV

$ (7) 5LVRNRH )XQG LV DQ (7) DQG DV D UHVXOW RI DQ (7)uV VWUXFWXUH L

" $XWKRUL]JHG 3DUWLFLSDQWY ODUNHW ODNHUV DQIGH/DXRIGGKWYV JIUFR
QXPEHU RI ILQDQFLDO LQVWLWXWLRQV WKDW PD\ DFW DV $XWKRUL]I
QXPEHU RI PDUNHW PDNHUYV DQG RU OLTXLGLW\ SURYLGHUV LQ WKH
RFFXU VKDUHV PD\ WUDGH DW D PDWHULDO GLVFRXQW WR 1%$9 DQ
RWKHUZLVH EHFRPH XQDEOH WR SURFHVV FUHDWLRQ DQG RU UHGH
WKHVH VHUYLFHV RU LL PDUNHW PDNHUV DQG RU OLTXLGLW\ SURY
DFWLYLWLHY DQG QR RWKHU HQWLWLHYVY VWHS IRUZDUG WR SHUIRUP

" &DVK 5HGHPSWLRE RIRWW H[SHFWHG WR EH D UHJXODU RFFXUUHQFH
WR UHGHHP VKDUHV IRU FDVK RU WR RWKHUZLVH LQFOXGH FDVK DV
WR VHOO RU XQZLQG SRUWIROLR LQYHVWPHQWY WR REWDLQ WKH FL
WKH )XQG WR UHFRJQL]H D FDSLWDO JDLQ WKDW LW PLJKW QRW KL
UHVXOW WKH )XQG PD\ SD\ RXW KLJKHU DQQXDO FDSLWDO JDLQ Gl
XVHG

" &RVWYV RI %X\LQJ RUXGHWERLWKH KFIRWMW RI1 EX\LQJ RU VHOOLQJ VKDL
LPSRVHG E\ EURNHUY DQG ELG DVN VSUHDGYVY IUHTXHQW WUDGLQJ F
DQ LQYHVWPHQW LQ VKDUHV PD\ QRW EH DGYLVDEOH IRU LQYHVWRU

" 6KDUHV OD\ 7UDGH DW 3ULSWVZRWKHWOKOPVISKDUHY PD\ EH ERXJK
PDUNHW DW PDUNHW SULFHV $OWKRXJK LW LV H[SHFWHG WKDW WK
WKHUH PD\ EH WLPHY ZKHQ WKH PDUNHW SULFH RI VKDUHV LV PRUH
LQWUD GD\ GLVFRXQW GXH WR VXSSO\ DQG GHPDQG RI VKDUHYV |
KHLIKWHQHG LQ WLPHV RI PDUNHW YRODWLOLW\ SHULRGV RI VWHH
DFWLYLW\ IRU VKDUHVY LQ WKH VHFRQGDU\ PDUNHW LQ ZKLFK FDVH
VHFXULWLHV KHOG E\ WKH )XQG PD\ WUDGH RQ IRUHLJQ H[FKDQJH
HIFKDQJH LV RSHQ WKHUH DUH OLNHO\ WR EH GHYLDWLRQV EHWZF
TXRWHG SULFH IURP WKH FORVHG IRUHLJQ PDUNHW 7KLV PD\ UHYV X(
HISHULHQFHG E\ GRPHVWLF (7)V

" 7TUDGBQWKRXJK VKDUHV DUH OLVWHG IRU WUDGLQJ RQ WKH &ERH ¢
WUDGHG RQ 8 6 H[FKDQJHV RWKHU WKDQ WKH ([FKDQJH WKHUH FDQ
RU DW DOO RQ DQ\ VWRFN H[FKDQJH ,Q VWUHVVHG PDUNHW FRQG
OLTXLGLW\ RI WKH )XQGuV XQGHUO\LQJ SRUWIROLR KROGLQJV ZKL
FRXOG OHDG WR GLIITHUHQFHY EHWZHHQ WKH PDUNHW SULFH RI WKH



¥f ODUNHW2YIHMNDOO LQYHVWPHQW PDUNHW ULVNV DIIHFW WKH YDOXH RI W
FRQGLWLRQV LQWHUHVW UDWH OHYHOV DQG SROLWLFDO HYHQWY DIIHF)
ORFDO UHJLRQDO RU JOREDO HYHQWV VXFK DV ZDU DFWV RI WHUURULYV
RU PDQ PDGH GLVDVWHUV WKH VSUHDG RI LQIHFWLRXV LOOQHVVHV RL
SDQGHPLF DQG UHFHVVLRQVY DQG GHSUHVVLRQV FRXOG KDYH D VLJQLIL
PDUNHW OLTXLGLW\ 6XFK HYHQWY FDQ FDXVH LQYHVWRU IHDU ZKLFK FI
PDUNHW LQ JHQHUDO LQ zZD\V WKDW FDQQRW QHFHVVDULO\ EH IRUHVHHC

$ 8QGHUO\LQJ )XDGWWPHQWY LQ XQGHUO\LQJ IXQGV LQYROYH GXSOLFDWL
H[SHQVHV (DFK XQGHUO\LQJ IXQG LV VXEMHFW WR VSHFLILF ULVNV GHS
RI DQ XQGHUO\LQJ IXQG PD\ QRW EH VXFFHVVIXO LQ LPSOHPHQWLQJ LWV
ORZHU D GLVFRXQW RU KLJKHU D SUHPLXP WKDQ WKH (7)uV QHW DVV
WUDGLQJ FRVWV ZKLFK FRXOG UHVXOW LQ JUHDWHU H[SHQVHV WR WKH

WKH PDUNHW WKH $GYLVHU PD\ QRW EH DEOH WR OLTXLGDWH WKH )XC
SHUIRUPDQFH

" 1HW $VVHW 9DOXH DQG KB POHW HBW LYFHOXIWRI1 (7) VKDUHYV PD\ GLIIHU
LQ SULFH PD\ EH GXH WR WKH IDFW WKDW WKH VXSSO\ DQG GHPDQC
DOZD\V LGHQWLFDO WR WKH VXSSO\ DQG GHPDQG LQ WKH PDUNHW
WLPHV ZKHQ DQ (7) VKDUH WUDGHYV DW D SUHPLXP RU GLVFRXQW WR

" TUDFNLQQ@7PVYMN) ZKLFK WKH )XQG LQYHVWY ZLOO QRW EH DEOH WR U
SULFHV WKH\ WUDFN EHFDXVH WKH WRWDO UHWXUQ JHQHUDWHG E\
DGMXVWLQJ WKH DFWXDO EDODQFH RI WKH VHFXULWLHY RU GHULYD'
WLPH WHPSRUDULO\ EH XQDYDLODEOH ZKLFK PD\ IXUWKHU LPSHGH

¥ "HULYDWLYRVIBQWNDO D GHULYDWLYH LQVWUXPHQW W\SLFDOO\ LQYROYF
ORVV IURP D FKDQJH LQ WKH OHYHO RI WKH PDUNHW SULFH RI WKH XQGH
HIFHHGV WKH DPRXQW RI FDVK RU DVVHWYV UHTXLUHG WR HVWDEOLVK RU
RU OHYHO RI WKH XQGHUO\LQJ DVVHW RU LQGH[ ZKLFK WKH )XQG PD\ QF
JUHDWHU WKDQ WKH DPRXQW LQYHVWHG LQ WKH GHULYDWLYH LWVHOI 7
ULVNV DQG WUDQVDFWLRQ FRVWYV $ ULVN RI WKH )XQGuV XVH RI GHULY
SHUIHFWO\ ZLWK WKH RYHUDOO VHFXULWLHY PDUNHWYV

" 2SWLRQYQBRBWLRQ LV DQ DJUHHPHQW WKDW I[IRU D SUHPLXP SD\PHQW
ULJKW EXW QRW WKH REOLJDWLRQ WR EX\ D 2FDOO RSWLRQ3® RU VHC
DPRXQW EDVHG RQ DQ XQGHUO\LQJ DVVHW UDWH RU LQGH[ DW D VSt
RQ D VSHFLILHG GDWH ,QYHVWPHQWY LQ RSWLRQV DUH FRQVLGHUHG
WKH SUHPLXP SDLG IRU LW LI WKH SULFH RI WKH XQGHUO\LQJ VHFXULYV
RI D FDOO RSWLRQ RU LQFUHDVHG RU UHPDLQHG WKH VDPH LQ WKH ¥
)XQG ZHUH SHUPLWWHG WR H[SLUH ZLWKRXW EHLQJ VROG RU H¥HUFL
ZULWLQJ SXW RSWLRQV WKH )XQG WDNHV RQ WKH ULVN RI GHFOLQH
SRVVLELOLW\ RI D ORVV XS WR WKH HQWLUH H[HUFLVH SULFH RI HDFK
EHQHILW IURP SRWHQWLDO LQFUHDVHV LQ WKH YDOXH RI WKH XQGHU
REOLJDWHG WR GHOLYHU LQVWUXPHQWY XQGHUO\LQJ DQ RSWLRQ DW
RSWLRQ WKHUH LV D ULVN RI XQOLPLWHG ORVYV

f /HYHUDJIJHBWISONUW RI WKH )XQGuV SULQFLSDO LQYHVWPHQW VWUDWHJ\ W|
7TKHVH GHULYDWLYH LQVWUXPHQWY SURYLGH WKH HFRQRPLF HIIHFW RI1 Il
WKH XQGHUO\LQJ DVVHW DV ZHOO DV WKH SRWHQWLDO IRU JUHDWHU OR
GHULYDWLYH LQVWUXPHQWY WKH )XQG KDV WKH ULVN WKDW ORVVHV PI
)XQG ZKLOH HPSOR\LQJ OHYHUDJH ZLOO EH PRUH YRODWLOH DQG VHQVLW

¥ /LPLWHG +LVWRU\ RI7TK$SHHUCXWELRDY BLONPLWHG KLVWRU\ RI RSHUDWLRQV |
WR DWWUDFW VXIILFLHQW DVVHWY WR RSHUDWH HIILFLHQWO\

$ 1RQ 'LYHUVLILBEUWLRGIGUNHUVLILHG IXQG WKH )XQG PD\ LQYHVW PRUH
RQH RU PRUH LVVXHUV 7KH )XQG DOVR LQYHVWV LQ XQGHUO\LQJ IXQGV
PRUH VHQVLWLYH WR DQ\ VLQJOH HFRQRPLF EXVLQHVV SROLWLFDO RU
LQYHVWPHQW FRPSDQ\

SHUIRUPDKQ-FBFFRPSDQ\LQJ EDU FKDUW DQG WDEOH SURYLGH VRPH LQGLFDWLF
)XQGuV WRWDO UHRKXURKDKIDW RMMMRAA. MNKH EDU FKDUW DUH WKH )XQGupV KLIJIKHVW
SHULRG VKRZQ L@KWKS&SHBEDRUPOQFEW WDEOH WKDW IROORZV VKRZV WKH )XQGuV



ZLWK WKRVH RI D EURDG EDVHG VHFXULWLHY PDUNHW LQGH[ DV ZHORXDWKBRRCO
EH DZDUH WKDW WKH )XQGuvV SDVW SHUIRUPDQFH EHIRUH DQG DIWHU WD[HYV
IXWX8 B DWHG SHUIRUPDQFH LQIRUPDWLRQ DQG GDLO\ 1%$9 SHU VKD UMHQIGY RIQY Bl
)XQGuV ZHEWWENM DWZZ NHQVLQIJWRQDVVHWPDQDJIJHPHQW FRP VROXWLRQV HWI\

, QVWLWXWLRQDO &0DVV 3HUIRUPDQFH %DU &KDUW
JRU &DOHQGDU <HDU (QGHG 'HFHPEHU

%HVW 4XDUWWHU
"RUVW 4XDUWWHU

7KH )X QW WR G DW BIDWHW XU @DV

SHUIRUPDQFH 7DEOH
$YHUDJH $QQXDO 7RWDO 5HWXUQV
JRU SHULRGYV HQGHG 'HFHPEHU

6LQFH

QFHSWLRQ
2QH | gHSWHPEHU
<HDU

,QVWLWXWLRQDO &0DVV 6KDUHV 5HWXUQ EHIRUH WD[HYV
,QVWLWXWLRQDO &0DVV 6KDUHYV 5HWXUQ DIWHU WD[HV RQ GLVWULEXWLRQV
, QVWLWXWLRQDO &0DVYV 6KDUHV 5HWXUQ DIWHU WD[HV RQ GLVWULEXWLRQV D

OHU4XEH +HGJHG 3UHPLXP ,QFRPH ,QGH]
UHIOHFWY QR GHGXFWLRQ IRU IHHV H[SHQVHV RU WD[HYV

6 3 7TRWDO 5HWXUQ
UHIOHFWY QR GHGXFWLRQ IRU IHHV H[SHQVHV RU WD[HYV

$IWHU WD[ UHWXUQV DUH FDOFXODWHG XVLQJ WKH KLVWRULFDO KLJKHVW LQGLYLGXDOGKHGHU
25HWXUQ $IWHU 7D[HV RQ 'LVWULEXWLRQV DQG 6DOH RI )XQG 6KDUHV? PD\ EH KLJKHU WKDQ RMW
DQG SURYLGHV DQ DVVXPHG WPWEHQ HI LWH IR W BV KHHMQMHQMVBHSHQG RQ DQ LQYHVWRURYV WD[ VI
UHWXUQV VKRZQ DUH QRW UHOHYDQW WR LQYHVWRUV ZKR KROG WKHLU )XQG VKDUHV WKURXJ}

L, QYHVWPHQWHRFYOQUMRQ $VVHW ODQDJIJHPHQW //&
6XE $GYLVIHUL G 6WUDWHJILHV //&

3RUWIROLR QDQRJGAKIDUHOOL 3K ' 6KDZQ *LEVRQ DQG $GDP 6WHZDUW &)$
KDYH EHHQ SRUWIROLR PDQDJHUV RI WKH )XQG VLQFH LWV LQFHSWLRQ LQ 6HS

3XUFKDVH DQG 6DOH RHH)XARQ@G6RDOBWLYVVXH RU UHGHHP VKDUHV WR FHUWDLQ
RU RWKHU EURNHU GHDOHUV RQO\ LQ EORFNV RI VKDUHY NQRZQ DV 2&8UHDW|
HIFKDQJH IRU WKH GHSRVLW RU GHOLYHU\ RI LQ NLQG VHFXULWLHY DQG RU F
VHFXULWLHV LQFOXGHG LQ WKH )XQGuV SRUWIROLR ,QGLYLGXDO VKDUHV P
WKURXJK D EURNHU GHDOHU <RX FDQ SXUFKDVH DQG VHOO LQGLYLGXDO VKL
VHFXULW\ 7KH )XQGuV VKDUHVY DUH OLVWHG RQ WKH &ERH %=; ([FKDQJH ,QF
PDUNHW SULFH DQG EHFDXVH H[FKDQJH WUDGHG IXQG VKDUHY WUDGH DW PD



PD\ WUDGH DW D SULFH JUHDWHU WKDQ 1$9 SUHPLXP RU OHVV WKDQ 1%$9 GL
VKDUHY DUH QRW UHGHHPDEOH VHFXULWLHV

,QYHVWRUV PD\ LQFXU FRVWY DWWULEXWDEOH WR WKH GLIITHUHQFH EHWZHHC
)XQG ELG DQG WKH ORZHVW SULFH D VHOOHU LV ZLOOLQJ WR DFFHSW IRU VI
WKH VHFRQGDU\ PDUNHW WKH 2ELG DVN VSUHDG?: SHFHQW LQIRUPDWLRQ DE

GLVFRXQWY DQG ELG DVN VSUHDGV LV DYDLODEOH RQ WKH )XQGuV ZHEVLW
NKSL

7D[ ,QIRUPDWMRQ EXWLRQV PDGH E\ WKH )XQG PD\ EH WD[DEOH WR \RX DV RU
HIHPSW RUJDQL]DWLRQ RU DUH LQYHVWLQJ WKURXJK D WD[ DGYDQWDJHG DU
$Q\ ZLWKGUDZDOV PDGH IURP VXFK WD[ DGYDQWDJHG DUUDQJHPHQW JHQHUDGC

3D\PHQWV WR %URNHU 'HDOHUV DQG 2WKRX $XQPE®&PBNVBOVKDVHWYWPRIG WIKUHL X Q G
RWKHU ILQDQFLDO LQWHUPHGLDU\ VXFK DV D EDQN WKH )XQG DQG LWV UHO
DQG UHODWHG VHUYLFHVY 7KHVH SD\PHQWV PD\ FUHDWH D FRQIOLFW RI LQWH
VDOHVSHUVRQ WR UHFRPPHQG WKH )XQG RYHU DQRWKHU LQYHVWPHQW $VN \
PRUH LQIRUPDWLRQ
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, QYHVWPHQW 2EMHFWLYHYV

)XQG ,QYHVWPHQW 2EMHHARWLY F

.HQVLQJWRQ &UHGLW 2SSRUWXQLWLHV (7) W|KH H&)XHEELNW 2 $ R B R @IQNGL A D (7Y

.HQVLQJIJWRQ +HGJHG 3UHPLXP ,QFRPH (7) WK%;&%%@W%BF@E‘%E)Sﬁﬁﬁié -

&UHGLW 2SSRUWXQLWLHV (7) DQG +HGJHG 3UHPLXP ,QFRPH (7) HDFK D 2)XQG3® DQG WRJIJHWKHU

(DFK )XQGpVY LQYHVWPHQW REMHFWLYH PD\ EH FKDQJHG ZLWKRXW VKDUHKROC
27UXVWHHV?® XSRQ ZULWWHQ QRWLFH WR VKDUHKROGHUYV

&UHGLW 2SSRUWXQLWLHV (7)

7KH &UHGLW 2SSRUWXQLWLHYV (7) LV DQ DFWLYHO\ PDQDJHG (7) GHVLIJQHG WF
IURP WUDGLWLRQDO EX\ DQG KROG ORQJ RQO\ IL[HG LQFRPH VWUDWHJILHV
GUDZGRZQ L H WKH ULVN RI D GHFOLQH LQ LQYHVWPHQW YDOXH GXULQJ I
SURWHFWLRQ 7KH $GYLVHU VHHNV WR DFKLHYH WKH &UHGLW 2SSRUWXQLWL
ULVN RI KLJKHU \LHOGLQJ IL[HG LQFRPH VHFXULWLHV XVLQJ D UREXVW TXDGQ
VPRRWK ULVN DGMXVWHG UHWXUQV E\ WDNLQJ ORQJ RU VKRUW SRVLWLRQV C
DFURVVY DVVHW FODVVHV ZLOO EH PDGH V\VWHPDWLFDOO\ ZLWK DGGLWLRQDO

+HGJHG 3UHPLXP ,QFRPH (7)

7TKH +HGJHG 3UHPLXP ,QFRPH (7) LV DQ DFWLYHO\ PDQDJHG H[FKDQJH WUDG
REMHFWLYH E\ JDLQLQJ H[SRVXUH WR WKH 6 3 ,QGH[ WKH 26 3 3 T7KH IRX
LQYROYHV EX\LQJ VKDUHV RI D FRVW HIIHFWLYH (7) WKDW WUDFNV WKH 6 3
7KH +HGJHG 3UHPLXP ,QFRPH (7) VLPXOWDQHRXVO\ LPSOHPHQWY D PRQWKO\ |
RSWLRQ VWUDWHJ\ WR SURWHFW DJDLQVW ODUJH GHFOLQHV LQ WKH 6 3

,Q LPSOHPHQWLQJ LWV VWUDWHI\ WKH +HGJHG 3UHPLXP ,QFRPH (7) HPSOR\
,QFRPH ,QGH[ WKH 204.+3,% 7KH 04.+3, LV GHVLJQHG WR EH LQYHVWHG LC

ORQWK FDOO RSWLRQV DQG SXUFKDVLQJ ORQWK SXW RSWLRQV RQ WKH 63'5
IURP VHOOLQJ FDOO VSUHDGYV ZKLOH SURYLGLQJ GRZQVLGH SURWHFWLRQ WK
ODUJH FDS HTXLW\ PDUNHW

1IHLWKHU OHU4XEH ,QF QRU DQ\ RI LWV DIILOLDWHVY FROOHFWLYHO\ 20HU4XE|
DQG OHU4XEH KDV QR GXWLHV UHVSRQVLELOLWLHV RU REOLJDWLRQV WR LQ
WKH +HGJHG 3UHPLXP ,QFRPH (7) LV D SURGXFW RI OHU4XEH DQG KDV EHHQ
LQGH[ LV FDOFXODWHG XVLQJ DPRQJ RWKHU WKLQJV PDUNHW GDWD RU RWKFE
BURYLGHU® OHU4XEHS LV D UHJLVWHUHG WUDGHPDUN RI OHU4XEH ,QF 7KH
HQVLQJWRQ $VVHW ODQDJHPHQW LQ LWV FDSDFLW\ DV WKH LQYHVWPHQW DG’
,QFRPH (7) LV QRW VSRQVRUHG HQGRUVHG VROG RU SURPRWHG E\ OHU4XEH

SDUWLHV PDNH DQ\ UHSUHVHQWDWLRQ UHJDUGLQJ WKH DGYLVDELOLW\ RI LC
HUURUV RPLVVLRQV RU LQWHUUXSWLRQV RI WKH ,QSXW 'DWD OHU4XEH +HGJF

7KH +HGJHG 3UHPLXP ,QFRPH (7) ZLOO RSHUDWH VLPLODUO\ WR WKH 04.+3, I
BUHPLXP ,QFRPH (7) PD\ HOHFW WR SXUFKDVH 922 DQG SXW DQG FDOO RSWLR
IOH[LEOH LQ GHWHUPLQLQJ ZKLFK FRVW HIIHFWLYH 6 3 (7)V WR SXUFKDVH
$GGLWLRQDOO\ XQOLNH WKH 04.+3, WKDW KROGY RSWLRQV WR H[SLUDWLRQ \
UHZDUG UDWLR RI WKH +HGJHG 3UHPLXP ,QFRPH (7)pV RSWLRQ VWUDWHJILHYV
LV QRW SURSRUWLRQDO WR WKH ULVN PD[LPXP SRWHQWLDO ORVV WKH +HC
DGMXVW RU FORVH WKH SRVLWLRQ LI GHWHUPLQHG WR EH DGYDQWDJHRXV W
DOVR XVH LQGHSHQGHQW MXGJHPHQW LQ GHWHUPLQLQJ ZKDW SDUWLFXODU R
WKH IL[HG VSUHDGV XVHG E\ WKH 04.+3,

$OWKRXIK WKH +HGJHG 3UHPLXP ,QFRPH (7)pV VWUDWHI\ LV QRW H[SHFWHG
YDU\LQJ OHYHOV RI PDUNHW YRODWLOLW\ ZLOO LPSDFW WKH UHODWLYH FRVYV



VHTXHQFH RI LQYHVWPHQW UHWXUQV ZLOO DIIHFW WKH YDULRXV VWULNHYV SU
+HGJHG 3UHPLXP ,QFRPH (7) DQG FRXOG VLJQLILFDQWO\ LPSDFW +HGJHG 3U
BUHPLXP ,QFRPH (7) EDVHG RQ FXUUHQW PDUNHW FRQGLWLRQV VHHNV WR I
SURWHFWLRQ DQG XSVLGH SRWHQWLDO WR PHHW LWV LQYHVWPHQW REMHFWI

ORQWKO\ &DOO 2SWLRQV 6WUDWHJ\

&DOO RSWLRQV DUH GHULYDWLYH LQVWUXPHQWY WKDW DOORZ WKH RSWLRQ S
VHFEXULW\ LQGH[ IURP WKH RSWLRQ LVVXHU DW D VHW SULFH WKH 2VWULNH
WKH FDOO RSWLRQ LW UHFHLYHV D SUHPLXP IURP WKH EX\HU LQ KRSHV WKDW

7TKH PRQWKO\ FDOO RSWLRQV VWUDWHJI\ FRQVLVWY RI D PL[ RI VHOOLQJ DQG
7TKH +HGJHG 3UHPLXP ,QFRPH (7) VHHNV WR JHQHUDWH LQFRPH IURP WKH SUF
VDPH WLPH WKH +HGJHG 3UHPLXP ,QFRPH (7) VHHNV WR UHDOL]H FDSLWDO D
LQFUHDVHY LQ YDOXH EXW ZLWK SRWHQWLDOO\ UHGXFHG XSVLGH EHFDXVH R
7TKH +HGJHG 3UHPLXP ,QFRPH (7)pV SXUFKDVHG 6 3 FDOO RSWLRQV KRZHY
DQG OLPLW WKH ULVN RI PLVVLQJ RXW RQ VWURQJ PDUNHW UDOOLHV RI WKH 6

2Q D UHJXODU EDVLV W\SLFDOO\ PRQWKO\ WKH +HGJHG 3UHPLXP ,QFRPH (7

ZKLOH VLPXOWDQHRXVO\ EX\LQJ 2RXW RI WKH PRQH\® ORQJ 6 3 FDOO RSWL
WKDQ WKH FXUUHQW SULFH RI WKH UHIHUHQFH VHFXULW\ RU LQGH[ WR KHC
H[HUFLVHG EHFDXVH WKH 6 3 LQFUHDVHY DERYH WKH VWULNH SULFH RI W

LOQFUHDVHY LQ YDOXH GXULQJ WKH PRQWK WKH KROGHUV RI WKH VROG 6 3
ZKLFK ZLOO FUHDWH VRPH ORVVHV IRU WKH +HGJHG 3UHPLXP ,QFRPH (7) +RZ
SULFH RI WKH SXUFKDVHG 6 3 FDOO RSWLRQV WKH +HGJHG 3UHPLXP ,QFF
+HGJHG 3UHPLXP ,QFRPH (7) ZLOO H[HUFLVH LWV SXUFKDVHG 6 3 FDOO RSW
FDOO RSWLRQV

7TKH FDOO RSWLRQ VWUDWHJI\ DLPV WR SURILW IURP VWDEOH RU GHFOLQLQJ

EHORZ WKH VWULNH SULFH RI WKH VROG 6 3 FDOO RSWLRQV $W WKH VDPH
UDSLG JDLQV RI WKH 6 3 ZLWK WKH SXUFKDVHG 6 3 FDOO RSWLRQV :KLO
+HGJHG 3UHPLXP ,QFRPH (7) ZLOO W\SLFDOO\ VHOO FDOO RSWLRQV ZLWK D VYV
Rl WKH 6 3 DQG SXUFKDVH FDOO RSWLRQV ZLWK D VWULNH SULFH EHWZHH
2QFH WKH 6 3 DSSUHFLDWHYV E\ DSSUR[LPDWHO\ I[URP LWV FXUUHQW OHY
EHJLQ WR FUHDWH D ORVV 7KLV ORVV ZLOO KRZHYHU ZLOO W\SLFDOO\ EH F
QHW LQFRPH IURP WKH FDOO VSUHDGYV

%HFDXVH WKH FDOO RSWLRQ VWUDWHJ\ LV W\SLFDOO\ HIHFXWHG HYHU\ PRQWI
UHWXUQV WKDQ WKH SXW RSWLRQ VWUDWHJI\ GLVFXVVHG EHORZ WKDW LV W\S

4XDUWHUO\ 3XW 2SWLRQV 6WUDWHJ\

3IXW RSWLRQV DUH GHULYDWLYH LQVWUXPHQWY WKDW DOORZ WKH RSWLRQ ¢
VHEXULW\ LQGH[] WR WKH RSWLRQ LVVXHU DW D VWULNH SULFH XS WR WKH F
UHFHLYHV D SUHPLXP IURP WKH EX\HU LQ KRSHY WKDW WKH RSWLRQ ZLOO QR\

7TKH +HGJHG 3UHPLXP ,QFRPH (7)pV SXW RSWLRQV VWUDWHJ\ W\SLFDOO\ H[HF
GHFOLQHV LQ WKH 6 3 7TKH TXDUWHUO\ SXW RSWLRQV VWUDWHJ\ FRQVLV)
2ZULWWHQ?3® SXW RSWLRQV RQ WKH 6 3 ,QGH[ 326 3 SXW RSWLRQV:? TKL«
TXDUWHU WKH +HGJHG 3UHPLXP ,QFRPH (7) W\SLFDOO\ SXUFKDVHV 6 3 SXW

OHYHO SD\LQJ D SUHPLXP IRU GRZQVLGH SURWHFWLRQ IURP D ODUJH GH
VLPXOWDQHRXVO\ VHOOV 6 3 SXW RSWLRQV ZLWK D VWULNH SULFH WKDW
JHQHUDWH VRPH SUHPLXP LQFRPH WR RIIVHW D SRUWLRQ RI WKH FRVW RI WK}
SXW VOLIJKWO\ EHORZ WKH FXUUHQW PDUNHW SULFH DQG VHOOLQJ DQRWKHU !
VLIQLILFDQW PDUNHW GRZQWXUQV DW D UHGXFHG FRVW :KLOH WKH VWULNH
SURYLGH D SD\PHQW WR RIIVHW ORVVHV RQFH WKH 6 3 GHFOLQHV E\ DSSU
ORQJHU RIIVHW ORVVHV RQFH WKH 6 3 GHFOLQHV E\ PRUH WKDQ DQ DSSUR]
RI WKH SXW VSUHDGV



([SHFWHG 5HODWLYH 3HUIRUPDQFH RI WKH 6WUDWHJ\

7TKH +HGJHG 3UHPLXP ,QFRPH (7)pV SHUIRUPDQFH ZLOO YDU\ DW WLPHV VXE)
6 3 ,Q JHQHUDO KRZHYHU WKH +HGJHG 3UHPLXP ,QFRPH (7) H[SHFWV WR
+HGJHG 3UHPLXP ,QFRPH (7)pV DFWLYH GHFLVLRQV DURXQG WKH LPSOHPHQWL
BUHPLXP ,QFRPH (7)pV SHUIRUPDQFH UHODWLYH WR WKH 04.+3 7KH +HGJHG 3
WKH 6 3 XQGHU YDULRXV PDUNHW FRQGLWLRQV FDQ EH VXPPDUL]HG DV IRO

:KHQ WKH 6 3 LY )ODW RU 'HFOLQHYV, Q(FRHFOVWNE RAW FPHRO WK NFDMEE TXDUWH

PLQLPDO PRYHPHQW RU GHFUHDVHV WKH +HGJHG 3UHPLXP ,QFRPH (7)pV RYF
QHIJDWLYH +RZHYHU WKH +HGJHG 3UHPLXP ,QFRPH (7) ZRXOG EH SRVLWLRQH
SUHPLXP LQFRPH JHQHUDWHG IURP WKH PRQWKO\ FDOO RSWLRQV

¥ 7KLV DQWLFLSDWHG UHODWLYH RXWSHUIRUPDQFH LV H[SHFWHG WR LQFUL
DSSUR[LPDWHO\ GXH WR WKH DGGLWLRQDO GRZQVLGH SURWHFWLRQ IURP

¥, WKH 6 3 GHFOLQHV E\ PRUH WKDQ DSSUR[LPDWHO\ IURP WKH SXUFKL
(7) ZRXOG KDYH QR IXUWKHU GRZQVLGH SURWHFWLRQ RWKHU WKDQ WKH FD
SDUWLFLSDWH IXOO0O\ LQ WKH GHFOLQH RI WKH 6 3 XQWLO QHZ SXW RSWLRQ?

:KHQ WKH 6 3 LYV 8S ([SHFWHGQ8QFHHUBUWHLR R WPFRDQOWFKIY DQG TXDUWHUV ZKHUH

JUHDWHU WKDQ DSSUR[LPDWHO\ WKH HVWLPDWHG ORQJ WHUP DYHUDJH RI
RYHUDOO SHUIRUPDQFH LV JHQHUDOO\ H[SHFWHG WR EH SRVLWLYH +RZHYHU
6 3 SULPDULO\ EH GXH WR WKH +HGJHG 3UHPLXP ,QFRPH (7)pV RSWLRQ VWL
BUHPLXP ,QFRPH (7)pV XSVLGH SRWHQWLDO LQ UHWXUQ IRU UHGXFHG YRODWL

¥ 7KH XQGHUSHUIRUPDQFH IRU HDFK PRQWKO\ FDOO RSWLRQ H[SLUDWLRQ F\F
HISHFWHG WR EH DSSUR[LPDWHO\ DQG WKH DSSUR[LPDWH SUHPLXP FROC

¥, WKH 6 3 ULVHVY DERYH WKH VWULNH SULFHV RI ERWK FDOO RSWLRQV
DSSUHFLDWLRQ XQWLO LW VHOOV QHZ FDOO RSWLRQV

2SWLRQ 3UHPLXPV ° ,QFRPH 5HWXUQ RI &DSLWDO

5HFHLSW RI DQ RSWLRQ SUHPLXP GRHV QRW DOZD\V UHSUHVHQW LQFRPH 'HSI
ORVV VXFK DPRXQWV PD\ EH WUHDWHG IRU DFFRXQWLQJ RU WD[ SXUSRVHV D\
RI D VKDUHKROGHUpV RZQ LQYHVWHG FDSLWDO DQG GRHV QRW UHIOHFW WUD
VLIQLILFDQW SRUWLRQ RI WKH +HGJHG 3UHPLXP ,QFRPH (7)pV FDVK GLVWULE
SRUWLRQ RI D GLVWULEXWLRQ WKDW UHSUHVHQWY D UHWXUQ RI WKH RULJLQ
GLVWULEXWLRQV GR QRW QHFHVVDULO\ UHIOHFW WUDGLWLRQDO LQFRPH RU '
ORVV RQ WKH WUDQVDFWLRQ LI RIITVHW E\ VXEVHTXHQW FORVLQJ WUDQVDFWLF

,QYHVWPHQWV LQ 2WKHU ,QYHVWPHQW &RPSDQLHV

6HFWLRQ G RI WKH ,QYHVWPHQW &RPSDQ\ $FW RI DV DPHQGHG WKH 2
LQ WKH VHFXULWLHYV RI RWKHU LQYHVWPHQW FRPSDQLHY LQFOXGLQJ 8QGHU
UHODWHG WR WKH DELOLW\ RI DQ LQYHVWPHQW FRPSDQ\ WR LQYHVW LQ RWK
FKDQJHV LQFOXGH DPRQJ RWKHU WKLQJV DPHQGPHQWYV WR 5XOH G WKH
DQG WKH UHVFLVVLRQ RI FHUWDLQ H[HPSWLYH UHOLHI LVVXHG E\ WKH 6(& SH
EHFDPH HIIHFWLYH RQ -DQXDU\ SHUPLWV HDFK )XQG WR LQYHVW LQ R
EH\RQG WKH VWDWXWRU\ OLPLWYV VXEMHFW WR FHUWDLQ FRQGLWLRQV 7KH 1
DSSOLFDEOH QR DFWLRQ OHWWHUV ZDV HIIHFWLYH RQ -DQXDU\ JROORZ
WR UHO\ RQ WKHVH H[HPSWLYH RUGHUVY DQG QR DFWLRQ OHWWHUV DQG LV V
G

'"HULYDWLYHYV
(DFK )XQG PD\ LQYHVW LQ FHUWDLQ GHULYDWLYH LQVWUXPHQWY VXFK DV IX

6WUDWHILHV: 8QGHU 5XOH I XQGHU WKH $FW I1XQGV WKDW DUH VXEMI
GHULYDWLYHY ULVN PDQDJHPHQW SURJUDP DQG TXDQWLWDWLYHO\ OLPLW WK



WKH IXQGV LQFXU IURP WKHLU GHULYDWLYHV WUDQVDFWLRQV )XQGV WKDW O

WKH UHTXLUHPHQWY RI 5XOH I EXW PXVW VWLOO DGRSW DQG LPSOHPHQW
GHULYDWLYHV ULVNV 5XOH I JRYHUQV WKH ZD\ IXQGV PXVW FRPSO\ ZLWK \
Rl WKH $FW ZLWK UHVSHFW WR GHULYDWLYHVY DQG FHUWDLQ RWKHU ILQI

DSSOLFDEOH
BULQFLSDO ,QYHVWPHQW 5LVNV

7TKHUH LV QR DVVXUDQFH WKDW D )XQG ZLOO DFKLHYH LWV LQYHVWPHQW RE]I
PDUNHW YDOXH RI LWV SRUWIROLR LQYHVWPHQWY :KHQ \RX VHOO \RXU )XQG
DFFRUGLQJO\ \RX FDQ ORVH PRQH\ LQYHVWLQJ LQ D )XQG 5LVNV FRXOG DGYI
\RXU LQYHVWPHQW 7KH ULVN GHVFULSWLRQV EHORZ SURYLGH D PRUH GHWDL
WKH ULVNV GHVFULEHG LQ WKH 2)XQG 6XPPDU\* VHFWLRQ RI WKLV 3URVSHF
LQYHVWPHQWY LQ VHFXULWLHY GLUHFWO\ RU WKURXJK XQGHUO\LQJ IXQGV RU

f ODQDJIJHPHQW S5LVN7KEERWE&Y)XMQHIMIY DQG RU 6XE $GYLVHUpuV UHOLDQFH RQ
DWWUDFWLYHQHVY YDOXH DQG SRWHQWLDO DSSUHFLDWLRQ RU GHSUHF
PD\ SURYH WR EH LQDFFXUDWH DQG PD\ QRW SURGXFH WKH GHVLUHG UHYV

F (TXLW\N 6HFXULWLHY (LA ) ERGBVRDXQQ@YHVW LQ RU KDYH H[SRVXUH WR HT
DIlIHFWHG E\ PDFURHFRQRPLF DQG RWKHU IDFWRUV DIIHFWLQJ WKH VWR
UDWHYV LQYHVWRU VHQWLPHQW WRZDUGYV HTXLWLHV FKDQJHV LQ D SDU\
XQDQWLFLSDWHG SRRU SHUIRUPDQFH RI D SDUWLFXODU LVVXHU RU LQGHX
DITHFWHG E\ IXQGDPHQWDOV XQLTXH WR WKH FRPSDQ\ RU SDUWQHUVKLS
HYHQW VXFK DV DQ XQIDYRUDEOH HDUQLQJYV UHSRUW PD\ GHSUHVV Wi
DGGLWLRQ SULFHV RI FRPPRQ VWRFNV DUH VHQVLWLYH WR JHQHUDO PR®
GHSUHVV WKH SULFH RI FRPPRQ VWRFNV &RPPRQ VWRFN SULFHV PD\ 10X
SHUFHSWLRQV RI WKH ILQDQFLDO FRQGLWLRQ RI DQ LVVXHU RU WKH JHQ
SROLWLFDO RU HFRQRPLF HYHQWV WKDW DIIHFW WKH LVVXHUV ,Q DGGL
LOWHUHVW UDWHYV ZKLFK LQFUHDVHVY ERUURZLQJ FRVWY DQG WKH FRVW
WKH DELOLW\ RI VXFK DQ HQWLW\ WR JURZ LWV GLYLGHQGYV RU GLVWULE>

¥ +LJK <LHOG %RQG 5LVN &UHGLIK 2SHK®CG WKX[PHIGNLBINRFH VHFXULWLHV RU
VHFXULWLHYVY UDWHG EHORZ LQYHVWPHQW JUDGH $OWKRXJK MXQN ERQ
VHFXULWLHYV WKH\ DUH VXEMHFW WR D JUHDWHU ULVN RI ORVV RI LQFRF
KLIKHU JUDGH VHFXULWLHYV DQG KDYH D KLIJKHU ULVN RI GHIDXOW &RI
H[SHULHQFH ILQDQFLDO GLIILFXOWLHVY WKDW PD\ OHDG WR D ZHDNHQHG
KLIJKHU JUDGH VHFXULWLHYVY ,VVXHUV RI MXQN ERQGY DUH RIWHQ KLJKO\
WR FKDQJHV LQ WKH HFRQRP\ VXFK DV D UHFHVVLRQ RU ULVLQJ LQWHUF
SULQFLSDO SD\PHQW REOLJDWLRQV $V D UHVXOW MXQN ERQGV JHQHUL
VSHFXODWLYH WKDQ VHFXULWLHYVY LQ WKH KLJKHU UDWHG FDWHJRULHV
VLIQLILFDQWO\ JUHDWHU WKDQ LVVXHUV RI KLIJIKHU UDWHG VHFXULWLH)
VXERUGLQDWHG WR RWKHU FUHGLWRUV 7KH VHFRQGDU\ PDUNHW IRU VH
IRU KLJKHU TXDOLW\ VHFXULWLHV DQG DV VXFK PD\ KDYH DQ DGYHUVH

$ JL[HG ,QFRPH BHFXULWLHV 5LVNV 7&HHXIQE PIORIUGWHIW LKV RT) KDY H H]
VHFXULWLHV )L[HG LQFRPH VHFXULWLHV KHOG E\ WKH )XQG DUH RU PD\
H[WHQVLRQ ULVN FUHGLW ULVN DQG OLTXLGLW\ ULVN ZKLFK DUH PRU
JRYHUQPHQW SROLFLHV PD\ OHDG WR SHULRGV RI KHLJKWHQHG YRODWLC
DQG FRXOG UHVXOW LQ DQ LQFUHDVH LQ )XQG UHGHPSWLRQV ,QWHUHVW
EH VXGGHQ DQG XQSUHGLFWDEOH

" &DOO 5LVN &UHGLW 2SSRUNXSHWIRBN(R) GHFOLQLQJ LQWHUHVW UD
LWV KLJK \LHOGLQJ ERQGYV EHIRUH WKHLU PDWXULW\ GDWHV ,Q W
XQDQWLFLSDWHG SURFHHGY DW ORZHU LQWHUHVW UDWHYV UHVXOWIL

" &UHGLW 5LVN &UHGLW)2SBRUWEKREPW MV XULWLHY DUH JHQHUDOO\ V
EH XQDEOH RU XQZLOOLQJ WR PDNH SULQFLSDO DQG LOQWHUHVW SELC
VHFXULWLHY FRXOG ORVH YDOXH EHFDXVH RI D ORVV RI FRQILGHQF
UDWHG IL[HG LQFRPH VHFXULWLHY LQYROYH JUHDWHU FUHGLW ULVN



,(QWHUHVW 5DWH 5LVN &UHGIQMZ2B6RUWXIQH WDIWXH7RI ILITHG LQFRPH
ZLWK FKDQJHV LQ LQWHUHVW UDWHYV $V LQWHUHVW UDWHYV ULVH \
&RQYHUVHO\ DV LQWHUHVW UDWHYV IDOO WKH PDUNHW YDOXH RI |
JUHDWHU IRU ORQJ WHUP VHFXULWLHYV WKDQ IRU VKRUW WHUP VHF
HISRVXUH RI LWV SRUWIROLR WR LQWHUHVW UDWH FKDQJHV KRZHY
DFWLRQV RU WKDW WKH )XQG ZLOO EH VXFFHVVIXO LQ UHGXFLQJ Wi
SDVW JRYHUQPHQWDO ILQDQFLDO UHJXODWRUV LQFOXGLQJ WKH 8
LQWHUHVW UDWHY B5HFHQWO\ JRYHUQPHQW UHJXODWRUV KDYH LQ!
QRZ FRQVLGHULQJ ORZHULQJ WKHP DJDLQ DV LQIODWLRQ DSSHDUV \
7TKHVH FKDQJHV LQ JRYHUQPHQW LQWHUYHQWLRQ PD\ KDYH DGYHU"
GHEW PDUNHWYV

3UHSD\PHQW DQG ([WHQVLRQ 5LVNOBQAHG LI 2 SSIRILWHER LWERRH(AMHF)
SUHSD\PHQW ULVN 3UHSD\PHQW RFFXUV ZKHQ WKH LVVXHU RI D IL
H[SHFWHG SULRU WR WKH VHFXULW\pV PDWXULW\ )L[HG LQFRPH VHF
IRU JDLQV GXULQJ D GHFOLQLQJ LQWHUHVW UDWH HQYLURQPHQW D¢
HQYLURQPHQW ,Q DGGLWLRQ WKH SRWHQWLDO LPSDFW RI SUHSD\P
GLIILFXOW WR SUHGLFW DQG UHVXOW LQ JUHDWHU YRODWLOLW\ 2Q
WKH REOLJDWLRQV WR GHFUHDVH 7KLV LV NQRZQ DV H[WHQVLRQ U
DQG LWV SRWHQWLDO IRU SULFH GHFOLQHV

ILTXLGLW\ 5LVN &UHGLW WRBGRYUIWRGERUWXQZWLHY DUH PRUH OLPLW
KDYH QRW UHFHLYHG DQ\ FUHGLW UDWLQJY KDYH UHFHLYHG UDWL
IHDWXUHYVY PD\ PDNH LW PRUH GLIILFXOW WR VHOO RU EX\ D VHFXULYV
KDYH WR DFFHSW D ORZHU SULFH WR VHOO D VHFXULW\ VHOO RWKH
DQ\ RI ZKLFK FRXOG KDYH D QHJDWLYH HIIHFW RQ LWV SHUIRUPDQF
LQFUHDVH LQ WKHLU SULFH YRODWLOLW\ /LTXLGLW\ ULVN DOVR UH
VHFEXULW\ RU FORVH RXW D SRVLWLRQ LQ D WLPHO\ PDQQHU ,I WKL
NHHS WKH SRVLWLRQ RSHQ DQG LW FRXOG LQFXU ORVVHYV

'XUDWLRQ 5LVN &UHGLW7KSSRDMVEXRLQ LI HYW LQ VHFXULWLHV RI D
D PHDVXUH RI VHQVLWLYLW\ RI D VHFXULW\pV SULFH WR FKDQJHV L

ZRXOG EH H[SHFWHG WR GHFUHDVH LQ SULFH IRU HYHU\ UL
+ROGLQJ ORQJ GXUDWLRQ DQG ORQJ PDWXULW\ LQYHVWPHQWYV ZLC
FUHGLW ULVN

$+ (7) 5LVNV ERWRPKQ®B®G LV DQ (7) DQG DV D UHVXOW RI DQ (7)pV VWUX
ULVNV

$XWKRUL]J]HG 3DUWLFLSDQWY ODUNHW ODNHUV DQG /LT¥LEAW RDR®
OLPLWHG QXPEHU RI ILQDQFLDO LQVWLWXWLRQV WKDW PD\ DFW DV
PDNHUV DQG RU OLTXLGLW\ SURYLGHUY LQ WKH PDUNHWSODFH 7R \
WUDGH DW D PDWHULDO GLVFRXQW WR 1%$9 DQG SRVVLEO\ IDFH GH
XQDEOH WR SURFHVYV FUHDWLRQ DQG RU UHGHPSWLRQ RUGHUV DQG
PDUNHW PDNHUV DQG RU OLTXLGLW\ SURYLGHUV H[LW WKH EXVLQH
RWKHU HQWLWLHY VWHS IRUZDUG WR SHUIRUP WKHLU IXQFWLRQV

&DVK 5HGHPSWLRQ 5LXNOHRQRW)KHSGMV-WHG WR EH D UHJXODU RFFXL
PD\ UHTXLUH LW WR UHGHHP VKDUHV IRU FDVK RU WR RWKHUZLVH LC
EH UHTXLUHG WR VHOO RU XQZLQG SRUWIROLR LQYHVWPHQWY WR R
PD\ FDXVH D )XQG WR UHFRJQL]H D FDSLWDO JDLQ WKDW LW PLJKW
$V D UHVXOW D )XQG PD\ SD\ RXW KLIJKHU DQQXDO FDSLWDO JDLQ (
XVHG

&RVWYV RI %X\LQJ RU 6HOOLQY BXWRHY ERWEI)RQGMIOOLQJ VKDUHV
EURNHUDJH FRPPLVVLRQV RU RWKHU FKDUJHV LPSRVHG E\ EURNHUYV
DUH RIWHQ D IL[HG DPRXQW DQG PD\ EH D VLJQLILFDQW SURSRUWL
VPDOO DPRXQWV RI VKDUHV ,Q DGGLWLRQ VHFRQGDU\ PDUNHW LQ°
WKH SULFH DW ZKLFK DQ LQYHVWRU LV ZLOOLQJ WR EX\ VKDUHV Wtk
WR VHOO VKDUHV WKH 2DVN?3® SULFH 7KLV GLIITHUHQFH LQ ELG DQG



t

VSUHDG 8 7KH ELG DVN VSUHDG YDULHV RYHU WLPH IRU VKDUHV EDYV
LV JHQHUDOO\ ORZHU LI VKDUHV KDYH PRUH WUDGLQJ YROXPH DQG
YROXPH DQG PDUNHW OLTXLGLW\ )XUWKHU D UHODWLYHO\ VPDOO
LQFUHDVHG PDUNHW YRODWLOLW\ PD\ FDXVH LQFUHDVHG ELG DVN
LQFOXGLQJ ELG DVN VSUHDGV [IUHTXHQW WUDGLQJ RI VKDUHV PD\ \
LQ VKDUHVY PD\ QRW EH DGYLVDEOH IRU LQYHVWRUV ZKR DQWLFLSDW

" 6KDUHV 0D\ 7UDGH DW 3ULFHV 2WE&WZ L7WR @ @99 (75 R WKK)IXWQHW P D\ EH
VHFRQGDU\ PDUNHW DW PDUNHW SULFHV $OWKRXJK LW LV H[SHFWH
1$9 WKHUH PD\ EH WLPHV ZKHQ WKH PDUNHW SULFH RI VKDUHV LV
WKH 1$9 LQWUD GD\ GLVFRXQW GXH WR VXSSO\ DQG GHPDQG RI VK|
KHLJKWHQHG LQ WLPHV RI PDUNHW YRODWLOLW\ SHULRGV RI VWHH
DFWLYLW\ IRU VKDUHV LQ WKH VHFRQGDU\ PDUNHW LQ ZKLFK FDVH
VHEXULWLHY KHOG E\ D )XQG PD\ WUDGH RQ IRUHLJQ H[FKDQJHV WK
RSHQ WKHUH DUH OLNHO\ WR EH GHYLDWLRQV EHWZHHQ WKH FXULU
IURP WKH FORVHG IRUHLJQ PDUNHW 7KLV PD\ UHVXOW LQ SUHPLXP"
E\ GRPHVWLF (7)V

" 7UDGLQJ ERWRWKRRYK VKDUHV DUH OLVWHG IRU WUDGLQJ RQ WKH
DQG QRQ 8 6 VWRFN H[FKDQJHV RWKHU WKDQ WKH ([FKDQJH WKHU}
VXFK VKDUHYVY ZLOO GHYHORS RU EH PDLQWDLQHG 7UDGLQJ LQ VKDL
WKDW LQ WKH YLHZ RI WKH ([FKDQJH PDNH WUDGLQJ LQ VKDUHYV LC
LV VXEMHFW WR WUDGLQJ KDOWYV FDXVHG E\ HIWUDRUGLQDU\ PDUN
ZKLFK WHPSRUDULO\ KDOW WUDGLQJ RQ WKH ([FKDQJH ZKHQ D GHF(
FHUWDLQ WKUHVKROGV H J DQG $GGLWLRQDO UXOHV DS
ZKHQ H[WUDRUGLQDU\ YRODWLOLW\ FDXVHV VXGGHQ VLJQLILFDQW
DVVXUDQFH WKDW VKDUHV ZLOO WUDGH ZLWK DQ\ YROXPH RU DW D
OLTXLGLW\ RI VKDUHV PD\ EHJLQ WR PLUURU WKH OLTXLGLW\ RI D
VLIQLILFDQWO\ OHVV OLTXLG WKDQ VKDUHV DQG WKLV FRXOG OHDC
XQGHUO\LQJ YDOXH RI WKRVH VKDUHYV

%XVLQHVYV '"HYHORSPHQW &RPSDQ\ 2%'&% 51KWHNUHEDHELMH Q B/PDR IQWKLQINAWL H
%'&V ZKRVH SULQFLSDO EXVLQHVV LV WR LQYHVW LQ DQG OHQG FDSLW
UHJXODWHG XQGHU WKH $FW DQG DUH VXEMHFW WR FHUWDLQ UHVWU
WKHLU WRWDO DVVHWYVY SULPDULO\ LQ VHFXULWLHV RI SULYDWH FRPSDQI
86 JRYHUQPHQW VHFXULWLHY DQG KLJK TXDOLW\ GHEW LQYHVWPHQW
LQIRUPDWLRQ H[LVWV IRU SULYDWH DQG WKLQO\ WUDGHG FRPSDQLHV LQ
EH DEOH WR PDNH D IXOO\ LQIRUPHG LQYHVWPHQW GHFLVLRQ ,Q DGGLW
EH GLIILFXOW WR YDOXH $ %'& PD\ RQO\ LQFXU LQGHEWHGQHVYV LQ DPR>
FRQGLWLRQV HTXDOV DW OHDVW DIWHU VXFK LQFXUUHQFH 7KHVH Ol
WKH %'& UDLVHV FDSLWDO

, QYHVWPHQWY PDGH E\ %'&V JHQHUDOO\ DUH VXEMHFW WR OHJDO DQG R
SXEOLFO\ WUDGHG VHFEXULWLHV $V D UHVXOW WKHVH LQYHVWPHQWYV PD
IRUD %'& LQ ZKLFK WKH )XQG LQYHVWYVY WR OLTXLGDWH LWV SRUWIROLR °

JXUWKHU LQYHVWPHQW DGYLVHUV WR %'&V PD\ EH HQWLWOHG WR FRPSH
ULVNLHU RU PRUH VSHFXODWLYH LQYHVWPHQWY LQ DQ HIIRUW WR PD[LPI
HIWHQW WKDW WKH )XQG LQYHVWY D SRUWLRQ RI LWV DVVHWYV LQ %'&
SURSRUWLRQDWH VKDUH RI WKH H[SHQVHV RI WKH )XQG EXW DOVR ZLOO

JRUHLJQ ,QYHVWPHQW 5LVN &RHUGILWQ2EQRHWWRHWWHVPOY EH ULVNLHU W
UHDVRQV LQFOXGLQJ FKDQJHV LQ FXUUHQF\ HI[FKDQJH UDWHV XQVWDEC
LOOLTXLGLW\ D ODFN RI DGHTXDWH RU DFFXUDWH FRPSDQ\ LQIRUPDWLR
IRUHLJQ EDQNV RU VHFXULWLHYVY GHSRVLWRULHV WKDQ WKRVH LQ WKH ¢
PDUNHW UHJXODWLRQV LQ FHUWDLQ IRUHLJQ FRXQWULHV DQG YDU\LC
SURQRXQFHG LQ HPHUJLQJ PDUNHW FRXQWULHV

(PHUJLQJ ODUNHW 5LVN &UHGLKMH IZQBUMXWHYEMVWEHR )KDYH H[SRVXUH W
PDUNHWY DUH ULVNLHU WKDQ PRUH GHYHORSHG PDUNHWYVY EHFDXVH WK



, QYHVWPHQWY LQ HPHUJLQJ PDUNHWVYV PD\ EH FRQVLGHUHG VSHFXODW
K\SHULQIODWLRQ DQG FXUUHQF\ GHYDOXDWLRQV ZKLFK DGYHUVHO\ DII
VHFXULWLHY PDUNHWY KDYH IDU ORZHU WUDGLQJ YROXPHYVY DQG OHVV C
KDYH OHVV VWDEOH SROLWLFDO VA\VWHPV OHVV GHYHORSHG VHFXULWL
VSHFLDO FXVWRG\ DUUDQJHPHQWY (PHUJLQJ VHFXULWLHYVY PDUNHWYV JH(
VWDQGDUGY LQ DFFRXQWLQJ DQG VHFXULWLHY UHJXODWLRQ DV GHYHOR
WKHVH VHFXULWLHY DQG RU LPSDFW )XQG SHUIRUPDQFH

&XUUHQF\ 5LVN &UHGLWE&XPIRBW XAQLAWXBVYHQ@F\ HIFKDQJH UDWHYV PD\ QHJI
LQYHVWPHQWY 7KH OLTXLGLW\ DQG WUDGLQJ YDOXH RI IRUHLJQ FXUUH
LQIODWLRQ LQWHUHVW UDWH OHYHOV DQG WUDGH EDODQFHV DPRQJ FR
EDQNV RU RWKHU SROLWLFDO GHYHORSPHQWY LQ WKH 8QLWHG 6WDWHYV
86 GROODU PD\ HURGH RU UHYHUVH DQ\ SRWHQWLDO JDLQV IURP WKH
FXUUHQF\ RU PD\ ZLGHQ H[LVWLQJ ORVVHV

*HRIJUDSKLF )RFXV 5LVN &UHBGHKM )XTIR B WX RAXVHVWMY)LQYHVWPHQWY LQ |
QXPEHU RI FRXQWULHV I WKH )XQG IRFXVHV LWV LQYHVWPHQWY LQ WK
UHODWHG WR HFRQRPLF SROLWLFDO UHJXODWRU\ RU RWKHU HYHQWYV
JHRJUDSKLF UHJLRQV LQ ZKLFK WKH )XQG LQYHVWY $V D UHVXOW WKH )
PRUH JHRJUDSKLFDOO\ GLYHUVLILHG IXQG

/IRDQV 5LVN &UHGLW 2SCGRHWXRHQWNVLQT)EDQN ORDQV ORDQ SDUWLFLS
NQRZQ DV ORDQV RU FRUSRUDWH ORDQV RI ZKLFK VHQLRU ORDQV DUH D
VXFK ORDQV WHQG WR EH KLJKO\ OHYHUDJHG DQG SRWHQWLDOO\ PRUH
EDQNUXSWF\ 7KHVH LQYHVWPHQWY H[SRVH WKH )XQG WR WKH FUHGLW
ERUURZHU 7KH ULVNV DVVRFLDWHG ZLWK WKHVH ORDQV FDQ EH VLPLOI
LOQVWUXPHQWY $Q HFRQRPLF GRZQWXUQ ZRXOG JHQHUDOO\ OHDG WR D
PDUNHW YDOXH EHIRUH D GHIDXOW RFFXUV ORUHRYHU DQ\ VSHFLILF FR
EHFRPH LOOLTXLG ZKLFK ZRXOG DGYHUVHO\ DIIHFW WKH ORDQuV YDC
FOHDULQJKRXVH IRU ORDQ WUDGHV DQG WKH ORDQ PDUNHW KDV QRW HYV
WR VHWWOH 7KHUHIRUH WUDQVDFWLRQV LQ ORDQV PD\ KDYH XQFHUWD|
VHFXULWLHY DQG WKHUHIRUH PD\ QRW KDYH WKH SURWHFWLRQV DIIRUGH

'LVWULEXWLRQ 5LVN &UHGKW P2EG8UWXQRWLENV(I)QHG WR SURYLGH D SL
7KH LQFRPH SD\DEOH RQ GHEW VHFXULWLHV LQ JHQHUDO DQG WKH DYD
FRQGLWLRQV ,Q DGGLWLRQ WKH )XQG PD\ QRW EH HIIHFWLYH LQ LGHQW
DV D UHVXOW WKH OHYHO RI GLYLGHQG LQFRPH ZLOO IOXFWXDWH 7KH )
WKDW WKH FRXQWHUSDUW)\ ZLOO QRW SD\ LQFRPH ZKHQ GXH ZKLFK PD\ C
SDLG E\ WKH )XQG 7KH )XQG GRHV QRW JXDUDQWHH WKDW GLVWULEXWLR

ODUNHWERWHK )XRBWQHW DVVHW YDOXH 21$93 DQG LQYHVWPHQW UHWXUQ
DV HFRQRPLF JURZWK DQG PDUNHW FRQGLWLRQV LQWHUHVW UDWH OF
LQWHUQDWLRQDO LQYHVWPHQW PDUNHWV 7KH PDUNHW YDOXH RI D V
XQSUHGLFWDEO\ 7KHVH IOXFWXDWLRQV PD\ FDXVH D VHFXULW\ WR EH ZF
ZRUWK DW DQ HDUOLHU WLPH ODUNHW ULVN PD\ DIIHFW D VLQJOH LVVXH
DQG LQWHUQDWLRQDO PDUNHWYV KDYH H[SHULHQFHG DQG PD\ FRQWLQXF
ZLWK DQ LQYHVWPHQW LQ D )XQG &HUWDLQ VRFLDO SROLWLFDO HFRQ
QDWXUDO GLVDVWHUV DQG ZHDWKHU UHODWHG SKHQRPHQD JHQHUDOO\

PD\ DGYHUVHO\ LQWHUUXSW WKH JOREDO HFRQRP\ DQG UHVXOW LQ SURO
RI VHFXULWLHV LQ ZKLFK D )XQG LQYHVWV LV EDVHG XSRQ WKH PDUNH
PHDVXUH Rl WKH VHFXULWLHVp YDOXH ,Q VRPH FDVHV IRU H[DPSOH WK
LPSDFWHG HYHQ WKRXJK WKHUH PD\ EH OLWWOH RU QR DSSDUHQW GHJL
6LPLODUO\ WKH GHEW PDUNHWV KDYH H[SHULHQFHG VXEVWDQWLDOO\
GRZQJUDGHV LQFUHDVHG OLNHOLKRRG RI GHIDXOW DQG YDOXDWLRQ Gl
IROORZLQJ ULVNV DVVRFLDWHG ZLWK DQ LQYHVWPHQW LQ D )XQG PD\ E|
HIITHFWV RQ D )XQG

8QH[SHFWHG ORFDO UHJLRQDO RU JOREDO HYHQWYV VXFK DV ZDU DFWYV
HQYLURQPHQWDO RU PDQ PDGH GLVDVWHUV WKH VSUHDG RI LQIHFWLRX
GHSUHVVLRQV FRXOG KDYH D VLJQLILFDQW LPSDFW RQ D )XQG DQG LWV



FDXVH LQYHVWRU IHDU ZKLFK FDQ DGYHUVHO\ DIIHFW WKH HFRQRPLHYV
FDQQRW QHFHVVDULO\ EH IRUHVHHQ

8QGHUO\LQJ )XQGV 5L¥QGHRWMKQXQPGCYGY DUH VXEMHFW WR LQYHVWPHC
H[SHQVHV ZKLFK ZLOO EH LQGLUHFWO\ SDLG E\ D )XQG $V D UHVXOW \R
LOQYHVWLQJ GLUHFWO\ LQ XQGHUO\LQJ IXQGYV DQG PD\ EH KLJKHU WKDQ
XQGHUO\LQJ IXQG LV VXEMHFW WR VSHFLILF ULVNV GHSHQGLQJ RQ WKF
OLTXLGLW\ ULVN DQG VHFWRU ULVN (7)V DUH OLVWHG RQ QDWLRQDO VYV
(7) VKDUHV PD\ WUDGH DW D GLVFRXQW RU D SUHPLXP LQ PDUNHW SULF]
VXEMHFW WR EURNHUDJH DQG RU RWKHU WUDGLQJ FRVWV ZKLFK FRXOG
VKDUHV GHSHQGY RQ WKH GHPDQG LQ WKH PDUNHW WKH DGYLVHU PD\ G
WLPH DGYHUVHO\ DIIHFWLQJ SHUIRUPDQFH ,W LV DOVR SRVVLEOH WKEC
GHYHORS DQG PDUNHW WUDGLQJ LQ WKH VKDUHV RI WKH (7) PD\ EH KDO
SDUWLFXODU (7) FRXOG UHVXOW LQ LW EHLQJ PRUH YRODWLOH WKDQ W
LQYHVWLQJ LQ (7)V DUH GHVFULEHG EHORZ

" 1HW $VVHW 9DOXH DQG ODUNHWKIIBWPIFUHNHW N DERXWKRIX(@BEVYKDUHY PD\ G
GLIITHUHQFH LQ SULFH PD\ EH GXH WR WKH IDFW WKDW WKH VXSSO\ DQ
QRW DOZD\V LGHQWLFDO WR WKH VXSSO\ DQG GHPDQG LQ WKH PDUNtE
WLPHV ZKHQ DQ (7) VKDUH WUDGHV DW D SUHPLXP RU GLVFRXQW WR LYV

" T7TUDFNLQJ 5LVN EHEFRWKQXXE&¥K D )XQG LQYHVWYV ZLOO QRW EH DEOH W
LQGLFHV RU SULFHV WKH\ WUDFN EHFDXVH WKH WRWDO UHWXUQ JHQ
LOQFXUUHG LQ DGMXVWLQJ WKH DFWXDO EDODQFH RI WKH VHFXULWLHYV
WLPH WR WLPH WHPSRUDULO\ EH XQDYDLODEOH ZKLFK PD\ IXUWKHU L

'"HULYDWLYHYV 5LVNQ BRWKUXQGY GHULYDWLYH LQVWUXPHQW W\SLFDOO\
SRWHQWLDO JDLQ RU ORVV IURP D FKDQJH LQ WKH OHYHO RI WKH PDUN
QRWLRQDO DPRXQW WKDW H[FHHGV WKH DPRXQW RI FDVK RU DVVHWYV

$GYHUVH FKDQJHV LQ WKH YDOXH RU OHYHO RI WKH XQGHUO\LQJ DVVHW
ORVV WR D )XQG VXEVWDQWLDOO\ JUHDWHU WKDQ WKH DPRXQW LQYHVW
H[SRVHV D )XQG WR DGGLWLRQDO ULVNVY DQG WUDQVDFWLRQ FRVWV $ U
YDOXHV PD\ QRW FRUUHODWH SHUIHFWO\ ZLWK WKH RYHUDOO VHFXULWLF

" )YXWXUHY &RQWUDFW 5LVN & UKH VW FFRBRU WX XMMLRIVI XY XUHYV FRQWUDT
DQG H[SHULHQFH ZLWK UHVSHFW WR VXFK LQVWUXPHQWYV DQG LV V.
DVVRFLDWHG ZLWK WKH XVH Rl IXWXUHV FRQWUDFWYV ZKLFK PD\ DGY!
LPSHUIHFW FRUUHODWLRQ EHWZHHQ WKH FKDQJH LQ PDUNHW YDOXH R
FRQWUDFW E SRVVLEOH ODFN RI D OLTXLG VHFRQGDU\ PDUNHW IRU I
FROQOWUDFW ZKHQ GHVLUHG F ORVVHV FDXVHG E\ XQDQWLFLSDWHG P
$GYLVHUpV LQDELOLW\ WR SUHGLFW FRUUHFWO\ WKH GLUHFWLRQ RI V
HFRQRPLF IDFWRUV H WKH SRVVLELOLW\ WKDW WKH FRXQWHUSDUW\
)XQG KDV LQVXIILFLHQW FDVK LW PD\ KDYH WR VHOO VHFXULWLHV I1UF
DQG WKH )XQG PD\ KDYH WR VHOO VHFXULWLHY DW D WLPH ZKHQ LW PL

" &UHGLW 'HIDXOW 6zZDS $JUHHPHQWYV 51K )%XQ&8 GLDN B {IRHUNXQWWR LHWH C
DJUHHPHQWY RU FUHGLW GHIDXOW VZDS DJUHHPHQWY DV D 2EX\HU:3 R
DIJUHHPHQWY DQG FUHGLW GHIDXOW VZDS DJUHHPHQWY LQYROYH VSH
VXVFHSWLEOH WR OLTXLGLW\ DQG FUHGLW ULVN DQG JHQHUDOO\ SD\ |
RI DQ DFWXDO GHIDXOW E\ WKH LVVXHU RI WKH XQGHUO\LQJ REOLJDW
ILQDQFLDO GLIILFXOW\

" 2SWLRQV 5LVN ERWESWXRGVYY DQ DJUHHPHQW WKDW IRU D SUHPLXP S
SXUFKDVHU WKH ULJKW EXW QRW WKH REOLJDWLRQ WR EX\ D 2FDOO
IRU FDVK DQ DPRXQW EDVHG RQ DQ XQGHUO\LQJ DVVHW UDWH RU LQC
RI WLPH RU RQ D VSHFLILHG GDWH ,QYHVWPHQWY LQ RSWLRQV DUH F
PD\ ORVH WKH SUHPLXP SDLG IRU LW LI WKH SULFH RI WKH XQGHUO\LQ.
WKH FDVH RI D FDOO RSWLRQ RU LQFUHDVHG RU UHPDLQHG WKH VDPH
E\ D )XQG ZHUH SHUPLWWHG WR H[SLUH ZLWKRXW EHLQJ VROG RU H[H
ZULWLQJ SXW RSWLRQV D )XQG WDNHV RQ WKH ULVN RI GHFOLQHV



SRVVLELOLW\ RI D ORVV XS WR WKH HQWLUH H[HUFLVH SULFH Rl HDFK
EHQHILW IURP SRWHQWLDO LQFUHDVHYVY LQ WKH YDOXH RI WKH XQGHL
REOLJDWHG WR GHOLYHU LQVWUXPHQWY XQGHUO\LQJ DQ RSWLRQ DW
RSWLRQ WKHUH LV D ULVN RI XQOLPLWHG ORVYV

9DOXDWLRQ 5LVN &UHGOW @SBHBWR URVX QLW NHW (W)KH ULVN WKDW WKH )XQG
DW D KLJKHU SULFH WKDQ WKH SULFH DW ZKLFK WKH\ FDQ EH VROG )LQI
EH OHVV UHOLDEOH WKDQ LQIRUPDWLRQ UHODWHG WR VHFXULWLHV RI 8
D QRQ 8 6 VHFXULW\ KHOG E\ WKH )XQG ,Q FHUWDLQ FLUFXPVWDQFHV

)XQG VHFEXULWLHVY DQG WKRVH VHFXULWLHYV PD\ EH IDLU YDOXHG 7KH Y
GLITHUHQW IURP ZKDW ZRXOG EH SURGXFHG LI WKH VHFXULW\ KDG EHH(
YDOXHG XVLQJ WHFKQLTXHV RWKHU WKDQ PDUNHW TXRWDWLRQV LQF
IOXFWXDWLRQV LQ WKHLU YDOXH IURP RQH GD\ WR WKH QH[W WKDQ ZRXC
LV QR DVVXUDQFH WKDW WKH )XQG FRXOG VHOO D SRUWIROLR LQYHVWP
LQFXU D ORVV EHFDXVH D SRUWIROLR LQYHVWPHQW LV VROG DW D GLVFR

6KRUW 6DOH 5LVN &UHGTKH2)SXSRU WX@QA WXHNHY7DP ORVV LI LW VHOOV D VH
ULVHV UDWKHU WKDQ IDOOV W LV SRVVLEOH WKDW WKH )XQGuV ORQJ S
VHFXULWLHVY VROG VKRUW LQFUHDVHV WKHUHE\ LQFUHDVLQJ SRWHQWL
WKHRUHWLFDOO\ XQOLPLWHG LQFUHDVH LQ WKH YDOXH RI WKH XQGHUO\
XQOLPLWHG ORVV 6KRUW VDOHV DOVR LQYROYH WUDQVDFWLRQ DQG IL
SRWHQWLDO )XQG ORVVHV :KHQ WKH )XQG LQYHVWYV LQ LQYHUVH (7)V WF
WKH ULVN WKDW WKH SHUIRUPDQFH RI VXFK LQYHUVH (7)V ZLOO IDOO D
UHIHUHQFH DVVHW ULVHYV D UHVXOW WKDW LV WKH RSSRVLWH IURP WUI
XWLOL]JH OHYHUDJH WR DFTXLUH WKHLU XQGHUO\LQJ SRUWIROLR LQYHVW
(7)pV VKDUH SULFH DQG WKH UHWXUQ RQ LWV LQYHVWPHQWYV

&RQYHUWLEOH 6HFXULWLHYV 5LVEBR@UHGWWE DHS R H AXXQUWILHHW UH VXEMHF
XQGHUO\LQJ VWRFN SULFH LV KLJK UHODWLYH WR WKH FRQYHUVLRQ SUL
IHDWXUH DQG GHEW VHFXULWLHV ZKHQ WKH XQGHUO\LQJ VWRFN SULFH
IHDWXUH LV OHVV YDOXDEOH 7KH FRQYHUVLRQ SULFH LV GHILQHG DV W
HIFKDQJHG IRU WKH DVVRFLDWHG VWRFN 7KH YDOXH RI FRQYHUWLEOH
XQGHUO\LQJ VWRFN RU OLNH D GHEW VHFEXULW\ YDU\ ZLWK FKDQJHV LQ
VHEXULW\ LV QRW DV VHQVLWLYH WR LQWHUHVW UDWH FKDQJHV DV D VL
IRU JDLQ RU ORVV WKDQ WKH XQGHUO\LQJ VWRFN

ORUWJDJH 6HFXULWLHVY DQG $VVHW %DFNHG 6HFBRUWUIBYHS5VWR X WKRIUMHIGH
FROQYHOQWLRQDO GHEW VHFXULWLHY EHFDXVH SULQFLSDO LV SDLG EDFN

7TKH )XQG PD\ UHFHLYH XQVFKHGXOHG SD\PHQWV RI SULQFLSDO GXH WR
XQGHUO\LQJ PRUWJDJH ORDQV %HFDXVH RI SUHSD\PHQWYV PRUWJDJH VH
VHFXULWLHY DV D PHDQV RI ORFNLQJ LQ ORQJ WHUP LQWHUHVW UDWH
SHULRGV RI IDOOLQJ LQWHUHVW UDWHV $ UHGXFWLRQ LQ WKH DQWLFL!
ULVLQJ LOQWHUHVW UDWHV PD\ LQFUHDVH RU H[WHQG WKH HIIHFWLYH P|
VHQVLWLYH WR LOWHUHVW UDWH FKDQJHV VXEMHFW WR JUHDWHU SULFI
GHFOLQH LQ PDUNHW YDOXH ZKHQ LQWHUHVW UDWHY ULVH ,VVXHUV RI
VHFEXULW\ LOQWHUHVW LQ WKH XQGHUO\LQJ DVVHWYV DQG FUHGLW HQKL
LODGHTXDWH WR SURWHFW LQYHVWRUV LQ WKH HYHQW RI GHIDXOW 7KH
vLpPLODU WR WKRVH DVVRFLDWHG ZLWK PRUWJDJH UHODWHG VHFXULWLH'
DQG WKH VHUYLFLQJ RI WKRVH DVVHWYVY 7KHVH VHFXULWLHY DOVR DUH V
SDUWLFXODUO\ GXULQJ SHULRGV RI HFRQRPLF GRZQWXUQ RU ULVLQJ L
SUHVHQWHG E\ PRUWJDJH EDFNHG VHFXULWLHYV LQFOXGLQJ WKH ULVN

VHFXULQJ WKH FROODWHUDO EDFNLQJ FHUWDLQ DVVHW EDFNHG VHFXULV
WKDW DUH XQVHFXUHG ZKLFK PHDQV WKDW WKHUH LV QR FROODWHUDO \

/IHYHUDJH 5LVN &ERVVWROUWQRIVD )XQGuV SULQFLSDO LQYHVWPHQW VWUDWE
LOVWUXPHQWY 7KHVH GHULYDWLYH LQVWUXPHQWY SURYLGH WKH HFRQR
HISRVXUH WR WKH XQGHUO\LQJ DVVHW DV ZHOO DV WKH SRWHQWLDO IR
HQWHULQJ LQWR GHULYDWLYH LQVWUXPHQWY D )XQG KDV WKH ULVN WK
RI D )XQG ZKLOH HPSOR\LQJ OHYHUDJH ZLOO EH PRUH YRODWLOH DQG VH



1RQ 'LYHUVLILFDWLRQ $5L\Q\R QEGUWKHYX/QGIMH G IXQGYV D )XQG PD\ LQYHVW F
VHFXULWLHV RI RQH RU PRUH LVVXHUV LQFOXGLQJ LQ XQGHUO\LQJ IXQG
RI WKH DVVHWV RI D )XQG PD\ EH LQYHVWHG LQ WKH VHFXULWLHV RI D O
PRUH VHQVLWLYH WR DQ\ VLQJOH HFRQRPLF EXVLQHVV SROLWLFDO RU
LQYHVWPHQW FRPSDQ\ 7KLV IOXFWXDWLRQ LI VLIQLILFDQW PD\ DIIHFW

7TXUQRYHU 5LVN &UHGLVS KESRHW BSRIUWIURD®LR)WXUQRYHU PD\ UHVXOW LQ
DVVRFLDWHG ZLWK WKH WXUQRYHU ZKLFK PD\ UHGXFH WKH )XQGuV UHW X
FRUUHVSRQGLQJ FRPPLVVLRQ FRVWYV 7KH )XQGuV WXUQRYHU UDWH PD\ E

6HFXULWLHYVY /HQGLQJ 5LVN &AKHAWIHND2ZSS RHWWQLYLWHWNKNAY) DVVRFLDWHG Z
ULVN WKDW WKH ERUURZHU PD\ IDLO WR UHWXUQ WKH VHFXULWLHV RQ D
WKH ERUURZHU LI WKH ERUURZHU VKRXOG IDLO ILQDQFLDOO\ $V D UHVX
LQ WKH HYHQW RI D GHFOLQH LQ WKH YDOXH RI FROODWHUDO SURYLGHG
PDGH ZLWK FDVK FROODWHUDO 7KHVH HYHQWYV FRXOG DOVR WULJJHU DG

86 *RYHUQPHQW 6HFXULWLHYV 5LVNKH: VHGE W R\SSRUMAMVY LVQLEHY (IRYHUQP
LVVXHG RU JXDUDQWHHG E\ WKH 8 6 JRYHUQPHQW RU LWV DJHQFLHV RU
EDFNHG E\ WKH IXOO IDLWK DQG FUHGLW RI WKH 8 6 7UHDVXU\ DQG ZKLI
LVVXDQFH 8 6 7UHDVXU\ ELOOV KDYH LQLWLDO PDWXULWLHYV RI RQH \HEL
WHQ \HDUV DQG 8 6 7UHDVXU\ ERQGV JHQHUDOO\ KDYH LQLWLDO PDW)
VHFXULWLHY DUH LVVXHG RU JXDUDQWHHG E\ DIJHQFLHV RU LQVWUXPHQ
REOLJDWLRQV RI 8 6 JRYHUQPHQW DJHQFLHV RU LQVWUXPHQWDOLWLHV
ODH:3 WKH *RYHUQPHQW 1DWLRQDO ORUWJDJH $VVRFLDWLRQ 2*LQQLH (
)DUP &UHGLW $GPLQLVWUDWLRQ WKH )HGHUDO +RPH /RDQ %DQNV %D
&RRSHUDWLYHYV WKH )HGHUDO /DQG %DQNV WKH )HGHUDO ,QWHUPHGLD
,PSRUW %DQN RI WKH 8QLWHG 6WDWHV WKH &RPPRGLW\ &UHGLW &RUS
ODUNHWLQJ $VVRFLDWLRQ WKH 1DWLRQDO &UHGLW 8QLRQ $GPLQLVWU
2)DUPHU ODF?

6RPH REOLJDWLRQV LVVXHG RU JXDUDQWHHG E\ 8 6 JRYHUQPHQW DJHQ
ODH SDVV WKURXJK FHUWLILFDWHYV DUH VXSSRUWHG E\ WKH IXOO IDLWK
JXDUDQWHHG E\ IHGHUDO DJHQFLHV VXFK DV WKRVH VHFXULWLHV LVVXH
WKH 8 6 JRYHUQPHQW WR SXUFKDVH FHUWDLQ REOLJDWLRQV RI WKH IHG
IHGHUDO DJHQFLHV VXFK DV WKRVH RI WKH )HGHUDO +RPH /RDQ %DQNYV
8 6 7UHDVXU\ ZKLOH WKH 8 6 JRYHUQPHQW SURYLGHV ILQDQFLDO VXSSH
DVVXUDQFH FDQ EH JLYHQ WKDW WKH 8 6 JRYHUQPHQW ZLOO DOZD\V GF
86 7UHDVXU\ QRWHY DQG ERQGV W\SLFDOO\ SD\ FRXSRQ LQWHUHVW VHP

ORGHOV DQG 'DWD 5LVN &UHBGKMW )ASBSRUVWWEKKQLAMWMRHQ@W H[SRVXUH LV KH
TXDQWLWDWLYH PRGHOV DV ZHOO DV LQIRUPDWLRQ DQG GDWD VXSSOLH
SURYH WR EH LQFRUUHFW RU LQFRPSOHWH DQ\ GHFLVLRQV PDGH LQ U
HIFOXGHG IURP WKH )XQGupV SRUWIROLR WKDW ZRXOG KDYH EHHQ H[FOX
FRPSOHWH 6RPH RI WKH PRGHOV XVHG E\ WKH )XQG DUH SUHGLFWLYH LC
HIDPSOH VXFK PRGHOV PD\ LQFRUUHFWO\ IRUHFDVW IXWXUH EHKDYLRU
FHUWDLQ ORZ SUREDELOLW\ VFHQDULRV RIWHQ LQYROYLQJ D PDUNHW G
UHVXOWY ZKLFK FDQ UHVXOW LQ ORVVHV IRU WKH )XQG )XUWKHUPRUH
KLVWRULFDO GDWD VXSSOLHG E\ WKLUG SDUWLHV WKH VXFFHVV Rl UHC
UHOLDELOLW\ RI WKH VXSSOLHG KLVWRULFDO GDWD

'LYLGHQG 2ULHQWHG &RPSDQLHV 5L¥RPE&DQGHW VERBRUKDNH WLMWRU)LFDC
VKDUHKROGHUYV PD\ GHFUHDVH RU HOLPLQDWH GLYLGHQG SD\PHQWYV LQ
UHVXOW LQ D GHFUHDVH LQ WKH YDOXH RI WKH LVVXHU V VWRFN DQG OH
FRPSDQLHV LQYROYHV WKH ULVN WKDW VXFK FRPSDQLHV PD\ IDOO RXW R

/ILPLWHG +LVWRU\ RI 2SHUDWKRQM G GWNKERWR XPEWHG KLVWRU\ RI RSt
,QYHVWRUV LQ D )XQG EHDU WKH ULVN WKDW WKH )XQG PD\ QRW EH VX
XQDEOH WR LPSOHPHQW FHUWDLQ RI LWV LQYHVWPHQW VWUDWHJILHV RU
)XQG EHLQJ OLTXLGDWHG DQG WHUPLQDWHG DW DQ\ WLPH ZLWKRXW VKD



VKDUHKROGHUV 6XFK D OLTXLGDWLRQ FRXOG KDYH QHJDWLYH WD[ FRQV
HISHQVHV RI OLTXLGDWLRQ

1RQ 3ULQFLSDO ,QYHVWPHQW 6WUDWHJILHV &UHGLW 2SSRUWXQLWLHV (7)

7THPSRUDU\ ,QYHRVWHHIRYNG WR DGYHUVH PDUNHW HFRQRPLF SROLWLFDO RU
LQYHVW XS WR RI LWV WRWDO DVVHWYV ZLWKRXW OLPLWDWLRQ LQ KLJK T
&UHGLW 2SSRUWXQLWLHYV (7) PD\ EH LQYHVWHG LQ WKHVH LQVWUXPHQWYV IR
PDUNHW FRQGLWLRQV 7KHVH VKRUW WHUP GHEW VHFXULWLHYVY DQG PRQH\ PI
SDSHU FHUWLILFDWHYVY RI GHSRVLW EDQNHUVp DFFHSWDQFHV 8 6 *RYHUQ
2SSRUWXQLWLHV (7) LV LQ D GHIHQVLYH SRVLWLRQ WKH RSSRUWXQLW\ WR D
HIWHQW WKDW WKH &UHGLW 2SSRUWXQLWLHYV (7) LQYHVWY LQ PRQH\ PDUNHW
HISHQVHVY EHFDXVH WKH &UHGLW 2SSRUWXQLWLHV (7) ZRXOG EHDU LWV SUR L
IHHV

7TKH &UHGLW 2SSRUWXQLWLHYV (7) PD\ DOVR LQYHVW D VXEVWDQWLDO SRUWLR
SHQGLQJ VHOHFWLRQ RI LQYHVWPHQWY LQ DFFRUGDQFH ZLWK LWV SROLFLHV

)XQG +ROGLQJV $LEFHORYVXIWLRQ RI HDFK )XQGuY SROLFLHV UHJDUGLQJ WKH U
WKH )XQGVy 6WDWHPHQW RI $GGLWLRQDO ,QIRUPDWLRQ 3268%,3

G\EHUVHFXXH. WRPSXWHU V\VWHPV QHWZRUNVY DQG GHYLFHV XVHG E\ WKH )X
EXVLQHVV RSHUDWLRQV HPSOR\ D YDULHW\ RI SURWHFWLRQV GHVLJQHG WR
IDLOXUHVY FRPSXWHU DQG WHOHFRPPXQLFDWLRQ IDLOXUHV LQILOWUDWLRQ
SURWHFWLRQV XWLOL]JHG E\ WKH )XQGV DQG WKHLU VHUYLFH SURYLGHUV V\\
DQG VKDUHKROGHUYVY FRXOG EH QHJDWLYHO\ LPSDFWHG DV D UHVXOW RI D F\E
DFFHVV WR VA\VWHPV QHWZRUNV RU GHYLFHV LQIHFWLRQ IURP FRPSXWHU YL
GLVDEOH VORZ RU RWKHUZLVH GLVUXSW RSHUDWLRQV EXVLQHVV SURFHVV
FDXVH GLVUXSWLRQV DQG LPSDFW D )XQGupV EXVLQHVYVY RSHUDWLRQV SRWHQ
WR FDOFXODWH 1$9 LPSHGLPHQWYV WR WUDGLQJ WKH LQDELOLW\ RI D )XQG \
EXVLQHVYV YLRODWLRQV RI DSSOLFDEOH SULYDF\ DQG RWKHU ODZV UHJXOD
FRPSHQVDWLRQ FRVWY RU DGGLWLRQDO FRPSOLDQFH FRVWY DV ZHOO DV WK

6LPLODU DGYHUVH FRQVHTXHQFHV FRXOG UHVXOW IURP F\EHUVHFXULW\ EUF
FRXQWHUSDUWLHY ZLWK ZKLFK D )XQG HQJDJHV LQ WUDQVDFWLRQV JRYHUQP
PDUNHW RSHUDWRUVY EDQNVY EURNHUV GHDOHUV LQVXUDQFH FRPSDQLHV D
VHUYLFH SURYLGHUV IRU D )XQGupvV VKDUHKROGHUY DQG RWKHU SDUWLHV ,Q
WR SUHYHQW DQ\ F\AEHUVHFXULW\ EUHDFKHV LQ WKH IXWXUH

0$1%$*(0(17

,OQYHVWPHQWHRWYQUMRQ $VVHW ODQDJHPHQW //& %DUWRQ 2DNV 30D]D %OG.
7H[DV VHUYHV DV LQYHVWPHQW DGYLVHU WR WKH )XQGV 6XEMHFW WR W
IRU PDQDJHPHQW RI HDFK )XQGuV LQYHVWPHQW SRUWIROLR 7KH $GYLVHU LV
DFFRUGLQJ WR WKH UHVSHFWLYH )XQGuV LQYHVWPHQW REMHFWLYH SROLFL
EHWZHHQ WKH )XQGYV DQG WKH $GYLVHU WKH $GYLVHU LV HQWLWOHG WR UHF
DYHUDJH GDLO\ QHW DVVHWV ZLWK UHVSHFW WR WKH &UHGLW 2SSRUWXQLWL
+HGJHG 3UHPLXP ,QFRPH (7)

$ GLVFXVVLRQ UHJDUGLQJ WKH EDVLV IRU WKH %RDUGMpY DSSURYDO RI WKH
DYDLODEOH LQ WKH )XQGVM UHSRUW ILOHG RQ )RUP 1 &65 IRU WKH SHULRG HQ
%RDUGuV DSSURYDO RI WKH $GYLVRU\ $JUHHPHQW IRU WKH &UHGLW 2SSRUWX
IRU WKH SHULRG HQGHG 'HFHPEHU

8QGHU WKH ,QYHVWPHQW $GYLVRU\ $JUHHPHQW WKH $GYLVHU KDV DJUHHG
H[SHQVHV DQG RWKHU IHHV FKDUJHV WD[HV OHYLHV RU H[SHQVHV VXFK DV
WUDQVDFWLRQV RU LQ FRQQHFWLRQ ZLWK FUHDWLRQ DQG UHGHPSWLRQ WUDC
H[SHQVHV UHODWHG WR WKH SXUFKDVH RU VDOH RI DQ DPRXQW RI DQ\ FXUUF
UHODWHG WR WKH H[HFXWLRQ Rl SRUWIROLR WUDQVDFWLRQV RU DQ\ FUHDWL



DQ\ DUELWUDWLRQ OLWLJDWLRQ RU SHQGLQJ RU WKUHDWHQHG DUELWUDWL
HIWUDRUGLQDU\ H[SHQVHV LQ HDFK FDVH DV GHWHUPLQHG E\ D PDMRULW\ RI
E\ WKH )XQGV XQGHU DQ\ GLVWULEXWLRQ SODQ DGRSWHG SXUVXDQW WR 5XC
QDWXUH LQFOXGLQJ EXW QRW OLPLWHG WR LQFRPH H[FLVH WUDQVIHU D
SURYLVLRQ RI VHFXULWLHY OHQGLQJ VHUYLFHV YLL WKH DGYLVRU\ IHH SD\D
DOO FRVWYV LQFXUUHG LQ FRQQHFWLRQ ZLWK VKDUHKROGHU PHHWLQJY DQG D
VROLFLWDWLRQV UHODWHG WR L FKDQJHV WR WKH ,QYHVWPHQW $GYLVRU\ ¢
WKH HOHFWLRQ RI DQ\ %RDUG PHPEHU ZKR LV DQ 2LQWHUHVWHG SHUVRQ?® RI

$FW LY PDWWHUV LQLWLDWHG E\ WKH $GYLVHU RU Y DQ\ RWKHU PDW
SRROHG LQYHVWPHQW YHKLFOHV LQ ZKLFK WKH )XQGV PD\ LQYHVW DFTXLUH(
QRW SDLG E\ WKH $GYLVHU

6XE $GYLVHU +HGJHG 3UHPIEZKH $BFRMHU7KDY HQJIJDJHG /LTXLG 6WUDWHJILHV
+HGJHG 3UHPLXP ,QFRPH (7) /LTXLG 6WUDWHJILHV [//& VXEMHFW WR WKH VX
PDQDJHPHQW RI WKH SRUWLRQ RI WKH +HGJHG 3UHPLXP ,QFRPH (7)pV SRUWI
UHWHQWLRQ DQG VDOH RI VHFXULWLHY )RXQGHG LQ ILTXLG 6WUDWHJ
UHJLVWHUHG LQYHVWPHQW FRPSDQLHVY DQG FXUUHQWO\ VHUYHV DV LQYHVYV
+HGJHG 3UHPLXP ,QFRPH (7) /LTXLG 6WUDWHJILHYV //& LV D '"HODZDUH OLPLW|

$WODQWD *HRUJLD /ILTXLG 6WUDWHJILHV [//& LV DQ 6(& UHJLVWHUHG

7KH $GYLVHU FRPSHQVDWHYV WKH 6XE $GYLVHU RXW Rl WKH DGYLVRU\ IHH WKD

$ GLVFXVVLRQ UHJDUGLQJ WKH EDVLV IRU WKH %RDUGuY DSSURYDO RI WKH 6 X
(7)pV DQQXDO VKDUHKROGHU UHSRUW IRU WKH ILVFDO SHULRG HQGLQJ 'HFHPE

3ULRU 3HUIRUPDQFH RI WKH $GYLVHUuV &RPSDUDEOH $FFRXQWYV &UHGLW 2SS

7KH WDEOHVY EHORZ VHW IRUWK GDWD UHODWLQJ WR WKH KLVWRULFDO SHUIRL
D FRPSRVLWH FRQVLVWLQJ RI DOO IXOO\ GLVFUHWLRQDU\ HTXLW\ LQYHVWPHQ
ZKLFK KDYH VXEVWDQWLDOO\ VLPLODU LQYHVWPHQW REMHFWLYHV SROLFLH
FXUUHQWO\ FRQVLVWY RI D VLQJOH DFFRXQW WKH 2&RPSRVLWH $FFRXQW3 )
%ORRPEHUJ 8 6 $JJUHJIJDWH %RQG ,QGH]

7KH SHUIRUPDQFH RI WKH &RPSRVLWH GRHV QRW UHSUHVHQW WKH KLVWRULF
FRQVLGHUHG LQGLFDWLYH RI WKH IXWXUH SHUIRUPDQFH RI WKH &UHGLW 2SS
LOOXVWUDWH WKH KLVWRULFDO SHUIRUPDQFH RI WKH $GYLVHU LQ PDQDJLQJ
(7) 7KH &UHGLW 2SSRUWXQLWLHV (7)pV SRUWIROLR PDQDJHUV ZHUH DOVR WK
SHULRG IRU ZKLFK WKH &RPSRVLWHpuV SHUIRUPDQFH LV VKRZQ 5HVXOWYV PD\
FRPPLVVLRQV DFFRXQW H[SHQVHV LQFOXGLQJ WKH PDQDJHPHQW IHHV WKH \
RI WKH SRUWIROLR WLPLQJ RI SXUFKDVHV DQG VDOHV DQG DYDLODELOLW\ RI

7KH &RPSRVLWH $FFRXQW LV QRW D UHJLVWHUHG LQYHVWPHQW FRPSDQ\ DQG
6 XEFKDSWHU 0 RI WKH ,QWHUQDO 5HYHQXH &RGH ZKLFK LI LPSRVHG FRXO
$FFRXQW KDG EHHQ UHJLVWHUHG XQGHU WKH $FW LWV UHWXUQV PLJKW K

7KH SHUIRUPDQFH LQIRUPDWLRQ IRU WKH &RPSRVLWH ZDV FDOFXODWHG LQ |
2% 3% PDLQWDLQHG E\ WKH &)$ ,QVWLWXWH ZLWK QHW RI IHH UHWXUQV GHL
2SSRUWXQLWLHV (7) DQG QRW DFWXDO GHGXFWHG IHHV 7KLV SHUIRUPDQFH
DSSOLFDEOH WR UHJLVWHUHG LQYHVWPHQW FRPSDQLHV VXFK DV WKH &UHG
PHWKRGRORJ\ GLIITHUHQW IURP WKDW XVHG WR FDOFXODWH WKH SHUIRUPD
SHUIRUPDQFH GDWD

7TKH LQYHVWPHQW UHVXOWY SUHVHQWHG EHORZ DUH QRW WKRVH RI WKH &U|
VXJIJHVW UHWXUQV WKDW PLJKW EH H[SHULHQFHG E\ WKH &UHGLW 2SSRUWXQL
&UHGLW 2SSRUWXKQHWHAMWRWDPO UHWXUQ ILIXUHV UHSUHVHQW SDVW SHUIRUPD
VR WKDW DQ LQYHVWRUupV VKDUHYVY ZKHQ UHGHHPHG PD\ EH ZRUWK PRUH RU C



7TRWDO 5HWXUQV IRU WKH &RPSRVLWH
JRU &DOHQGDU <HDUV (QGHG 'HFHPEHU

HQVLQJWRQ &UHGLW 2SS RUHMWXRILWLHW 6WUDWHJ\

%ORRPEHUJ 8 6 $JJUHJDWHOHEWS QB IBHGXFWLRQ IRU IHHV H[SHQVHV RU
WD[HV

+LIJKHVW 4XDUWHUO\ 5HWXUQ 4
IRZHVW 4XDUWHUQ\ 5HWXUQ 4

$YHUDJH $QQXDO 7RWDO 5HW
&RPSRVLWH IRU SHULRGV HQG
6LQFH
<7' DV RI L, QFHSWLRQ
2QH <HDUKUHH <HDUV
HQVLQJWRQ &UHGLW 2SS RUHMWXRILWIHW 6WUDWHJ\

%ORRPEHUJ 8 6 $JJUHJDWHOHEQS QR IE[HGXFWLRQ
IRU IHHV H[SHQVHV RU WD[HV

SHWXUQV JUHDWHU WKDQ RQH \HDU DUH DQQXDOL]HG
7KH %ORRPEHUJ 86 $JJUHJDWH %RQG ,QGH[ LV DQ XQPDQDJHG LQGH[ FRPSULVHG RI 8 6 ,QYHV
DJHQF\ FRUSRUDWH DQG PRUWJDJH EDFNHG VHFXULWLHYV ,QYHVWRUV FDQQRW LQYHVW GLUHFWC

$GYLVHU 3RUWIROLR O0DQDJHUV &UHGLW 2SSRUWXQLWLHV (7)

SDWULFN 6RPPHUVWDG

SDWULFN 6RPPHUVWDG VHUYHV DV 3RUWIROLR ODQDJHU DQG ,QYHVWPHQW &F
H[SHUWLVH LQ DVVHW DOORFDWLRQ WUDGH LPSOHPHQWDWLRQ DQG LQYHVYV
3ULRU WR .HQVLQJWRQ WKH PDMRULW\ RI OU 6RPPHUVWDGUV ILQDQFLDO VHLI
ODQDJHU ZLWKLQ &DUJLOOnV 3HQVLRQ )RXQGDWLRQ DQG N GLYLVLRQ DQ
&DUJLOOUYVY WKHQ KHGJH IXQG VXEVLGLDU\

OU 6RPPHUVWDG KROGY GHJUHHV LQ ERWK )LQDQFH DQG (FRQRPLFV DQG JUL
+H DOVR KROGV D ODVWHUV RI %XVLQHVYV $GPLQLVWUDWLRQ ZLWK D FRQFHQW

-DVRQ 6LP
-DVRQ 6LP VHUYHV DV 3RUWIROLR 0DQDJHU DQG ,QYHVWPHQW &RPPLWWHH 0K
DQG WUDGH LPSOHPHQWDWLRQ OU 6LP MRLQHG .HQVLQJWRQ LQ ‘LWK D \

WHFKQRORJ\ OU 6LP RYHUVHHY DQDO\VLVY DQG GDWD LQIUDVWUXFWXUH IRU W
BULRU WR MRLQLQJ .HQVLQJWRQ OU 6LP ZDV &(2 RI &*( 3aDUWQHUV [//& D VSH

OU 6LP KROGY GHJUHHV LQ ERWK )LQDQFH DQG &RPSXWHU 6FLHQFH DORQJ .
$XVWLQ +H DOVR KROGV D PDVWHUpuV GHJUHH LQ FRPSXWHU VFLHQFH IURP Wt

-RUGDQ )OHERWWH

-RUGDQ )OHERWWH VHUYHV DV 3RUWIROLR ODQDJHU DQG ,QYHVWPHQW &RPPI
o )OHERWWH SURYLGHV VWUDWHJ\ GHYHORSPHQW PDUNHW UHVHDUFK DQG
LQGXVWU\ H[SHULHQFH VSDQV DFURVV PXOWLSOH EXVLQHVV IXQFWLRQV ZLWHK
UHJXODWRU\ FRPSOLDQFH OU )OHERWWH MRLQHG .HQVLQJWRQ LQ

o )OHERWWH LV D JUDGXDWH RI WKH 8QLYHUVLW\ RI $ODEDPD DW %LUPLQJ
&ROODW 6FKRRO RI %XVLQHVVY DV ZHOO DV D ODVWHUV RI %XVLQHVYV $GPLQLYV

6XE $GYLVHU 3RUWIROLR 0DQDJHUV +HGJHG 3UHPLXP ,QFRPH (7)
(OLR &KLDUHOOL -U 3K ' $,)S &3)%

(OLKKLDUHOOL VHUYHV DV 3RUWIROLR 0DQDJHU RI WKH 6XE $GYLVHU DQG KD\
VHUYLFHYV LQYHVWPHQW ILGXFLDU\ JXLGDQFH DQG SRUWIROLR FRQVWUXFWL



,QYHVWPHQW 2IILFHU DQG &KDLU RI WKH ,QYHVWPHQW &RPPLWWHH DW .LGGHL
RzZzQ ILQDQFLDO DGYLVRU\ ILUP &DSLWDO 'HIHQGHU $GYLVRUV ,QF ZKHUH K
%6 LQ $IJULFXOWXUDO (GXFDWLRQ IURP 3HQQ 6WDWH DQG D 06 LQ $JULFXOW X
(QWUHSUHQHXUVKLS IURP WKH 8QLYHUVLW\ Rl )ORULGD O0U &KLDUHOOL KDV I
ZLWK WKH $FFUHGLWHG ,QYHVWPHQW )LGXFLDU\ $,)S GHVLJQDWLRQ IURP WK
$GYLVRU &3)$ FUHGHQWLDO IURP WKH 1DWLRQDO $VVRFLDWLRQ RI 30DQ $GY

6KDZQ *LEVRQ

6KDZQ *LEVRQ FR IRXQGHG WKH 6XE $GYLVHU LQ DQG VHUYHV DV D 3RUW
&RPPLWWHH +H EULQJV RYHU \HDUV Rl LQYHVWPHQW H[SHULHQFH SULPD!
WUDGLQJ RSWLRQV LQ ZLWK 7LPEHU +LOO *URXS D OHDGLQJ RSWLRQV P
PDUNHW PDNHU DW WKH 3DFLILF ([FKDQJH EHIRUH EHLQJ SURPRWHG WR D WH
ELOOLRQ GROODU RSWLRQV SRUWIROLR /DWHU DV +HDG RI 2SWLRQV 6WUD\
DGYLVRUV DQG FOLHQWY FUHDWH RSWLRQV EDVHG VWUDWHJILHV IRU KHGJLQJ
8QLYHUVLW\ RI 9LUJLQLD

$GDP 6WHZDUW &)$

$GDP 6WHZDUW FR IRXQGHG WKH 6XE $GYLVHU LQ DQG VHUYHV DV D 3RU\
&RPPLWWHH DQG KDV RYHU \HDUV RI LQYHVWPHQW LQGXVWU\ H[SHULHQFH
ODWHU KHOG OHDGHUVKLS SRVLWLRQV VXFK DV +HDG RI (TXLW\ 7UDGLQJ DW
&DSLWDO ODQDJHPHQW OU 6WHZDUW KDV HDUQHG KLV &KDUWHUHG )LQDQFL
$XEXUQ 8QLYHUVLW\ +H EULQJY D ZHDOWK RI H[SHULHQFH LQ HTXLW\ WUDGLQ

7KH )XQGVp 6%, SURYLGHY DGGLWLRQDO LQIRUPDWLRQ DERXW HDFK SRUWIRO!
RZQHUVKLS RI VKDUHV RI WKH )XQGYV

%8<,1* $1' 6(//,1* )81' 6+$5(6

6KDUHV RI WKH )XQGV DUH OLVWHG RQ WKH &ERH %=; ([FKDQJH ,QF :KHQ \RX
UHFHLYH WKH PDUNHW SULFH (DFK )XQGpV VKDUHV ZLOO WUDGH RQ WKH ([FI
1$9 RI HDFK )XQGuV VKDUHV $ 2% XVLQHVV 'D\3 ZLWK UHVSHFW WR WKH )XQGV
([FKDQJH LV JHQHUDOO\ RSHQ ORQGD\ WKURXJK )ULGD\ DQG LV FORVHG ZHHN
IXWKHU .LQJ -U 'D\ 3UHVLGHQWVp 'D\ *RRG )ULGD\ OHPRULDO 'D\ -XQHWH
/IDERU 'D\ 7KDQNVJLYLQJ 'D\ DQG &KULVWPDV 'D\

1$9 SHU VKDUH IRU HDFK )XQG LV FRPSXWHG E\ GLYLGLQJ WKH YDOXH RI WKH
WRWDO OLDELOLWLHV E\ WKH WRWDO QXPEHU RI VKDUHV RI HDFK )XQG RXW’
IHHV LI DQ\ DUH DFFUXHG GDLO\ DQG WDNHQ LQWR DFFRXQW IRU SXUSRVH
QRUPDOO\ DV RI WKH FORVH RI UHJXODU WUDGLQJ RI WKH ([FKDQJH RUGLQDU

<RX PD\ LQFXU FXVWRPDU\ EURNHUDJH FRPPLVVLRQV DQG FKDUJHV DQG PD\ S
SULFH LQ WKH VHFRQGDU\ PDUNHW RQ HDFK OHJ RI D URXQG WULS SXUFKDYV
VHFRQGDU\ PDUNHW ZLOO SD\ EURNHUDJH FRPPLVVLRQV RU RWKHU FKDUJHV
FRPPLVVLRQV DUH RIWHQ D IL[HG DPRXQW DQG PD\ EH D VLJQLILFDQW SURSR
DPRXQWV RI VKDUHV ,Q DGGLWLRQ VHFRQGDU\ PDUNHW LQYHVWRUV ZLOO DC
LV ZLOOLQJ WR SD\ IRU VKDUHV WKH 2ELG?®* SULFH DQG WKH SULFH DW ZKLFK

LQ ELG DQG DVN SULFHV LV RIWHQ UHIHUUHG WR DV WKH 2VSUHDG?* RU 2ELG D
WUDGLQJ YROXPH DQG PDUNHW OLTXLGLW\ DQG LV JHQHUDOO\ ORZHU LI WKF
KLIJKHU LI WKH )XQGVu VKDUHV KDYH OLWWOH WUDGLQJ YROXPH DQG PDUNHW
ELG DVN VSUHDGV 'XH WR WKH FRVWV RI EX\LQJ RU VHOOLQJ VKDUHV LQFOX
UHGXFH LQYHVWPHQW UHVXOWY DQG DQ LQYHVWPHQW LQ VKDUHV PD\ QRW

LQYHVWPHQWYV

(DFK )XQGuV SRUWIROLR VHFXULWLHY JHQHUDOO\ DUH YDOXHG DW PDUNHW S
3IXUVXDQW WR 5XOH D XQGHU WKH $FW WKH $GYLVHU KDV EHHQ GHVLJQ
KDV EHHQ GHOHJDWHG WKH UHVSRQVLELOLW\ IRU PDNLQJ JRRG IDLWK IDLU Y
:KHQ PDUNHW TXRWDWLRQV DUH QRW UHDGLO\ DYDLODEOH RU EHOLHYHG E\ \
IDLU YDOXH E\ WKH $GYLVHU DV GHWHUPLQHG XQGHU IDLU YDOXH SURFHGXU
WKDQ DQQXDOO\ WKH DGHTXDF\ RI WKH SROLFLHVY DQG SURFHGXUHV RI HDFI
YDOXH SULFLQJ SURFHGXUHV ZLOO DOVR EH XVHG WR SULFH D VHFXULW\ ZK



HYHQWY FDXVH WKH $GYLVHU WR EHOLHYH WKDW D VHFEXULW\pV ODVW VDOH S
IDLU YDOXH SULFLQJ SURFHGXUHV LV WR HQVXUH WKDW HDFK )XQG LV DFFXU
IDLU YDOXH SULFLQJ SURFHGXUHVY FRQWLQXH WR EH DSSURSULDWH LQ OLJKW
REWDLQHG WKURXJK WKH DSSOLFDWLRQ RI VXFK SURFHGXUHV

)DLU YDOXH SULFLQJ PD\ EH DSSOLHG WR IRUHLJQ VHFXULWLHV KHOG E\ WKH
QRQ 8 6 PDUNHWY EXW EHIRUH WKH FORVH RI WUDGLQJ RQ WKH ([FKDQJH ZKF
PDWHULDO DGMXVWPHQW WR WKH SULFH RI D )XQGpuV IRUHLJQ VHFXULWLHV R(
HIDPSOH D VLJQLILFDQW VXUJH RU GHFOLQH LQ WKH 8 6 PDUNHW D )XQG PI
WKH HIITHFW RI VXFK HYHQW LQ RUGHU WR FDOFXODWH WKH )XQGuV 1%$9

2WKHU W\SHV RI SRUWIROLR VHFXULWLHVY WKDW WKH )XQGV PD\ IDLU YDOXH
WUDGHG LQIUHTXHQWO\ LQFOXGLQJ 2UHVWULFWHG?® VHFXULWLHY DQG SULYD!
ZKLFK LQ WKH MXGJPHQW RI WKH $GYLVHU WKH PDUNHW SULFH LV VWDOH D¢

)DLU YDOXH SULFLQJ LQYROYHV VXEMHFWLYH MXGJPHQWY DQG LW LV SRVVLE
IURP WKH YDOXH WKDW FRXOG EH UHDOL]HG XSRQ WKH VDOH RI WKH VHFXULW

%RRN (BWDUHV DUH KHOG LQ ERRN HQWU\ IRUP ZKLFK PHDQV WKDW QR VWR|
2'7&3% RU LWV QRPLQHH LV WKH UHFRUG RZQHU RI DOO RXWVWDQGLQJ VKDUHV

,QYHVWRUV RZQLQJ VKDUHV DUH EHQHILFLDO RZQHUV DV VKRZQ RQ WKH UH
GHSRVLWRU\ IRU DOO VKDUHV '7&pV SDUWLFLSDQWYV LQFOXGH VHFXULWLHYV E
RWKHU LQVWLWXWLRQV WKDW GLUHFWO\ RU LQGLUHFWO\ PDLQWDLQ D FXVWF
HQWLWOHG WR UHFHLYH SK\WLFDO GHOLYHU\ RI VWRFN FHUWLILFDWHV RU W
UHJLVWHUHG RZQHU RI VKDUHVY 7KHUHIRUH WR H[HUFLVH DQ\ ULJKW DV DQ F
SDUWLFLSDQWYV 7KHVH SURFHGXUHV DUH WKH VDPH DV WKRVH WKDW DSSO\
WKURXJK \RXU EURNHUDJH DFFRXQW

JUHTXHQW 3XUFKDVHV DQG 5HGARBWXRQV BR)RR®W &RBBNYW DQ\ UHVWULFWLRQ
UHGHPSWLRQV Rl &UHDWLRQ 8QLWY KRZHYHU WKH )XQGV UHVHUYH WKH ULJ
KHQ FRQVLGHULQJ WKDW QR UHVWULFWLRQ RU SROLF\ ZDV QHFHVVDU\ WKH
DFWLYLWLHYV VXFK DV ZKHWKHU ITUHTXHQW SXUFKDVHV DQG UHGHPSWLRQV :
LQYHVWPHQW VWUDWHIJ\ RU ZKHWKHU WKH\ ZRXOG FDXVH WKH )XQGV WR H[
XQOLNH WUDGLWLRQDO PXWXDO IXQGY VKDUHV DUH LVVXHG DQG UHGHHPHG
RQO\ IURP WKH )XQGV GLUHFWO\ WR D IHZ LQVWLWXWLRQDO LQYHVWRUV 2$X\
RFFXUV RQ WKH ([FKDQJH DW SUHYDLOLQJ PDUNHW SULFHVY DQG GRHV QRW LQ
WKDW LW LV XQOLNHO\ WKDW WUDGLQJ GXH WR DUELWUDJH RSSRUWXQLWLHYV
)XQGV RU WKHLU VKDUHKROGHUYVY ,Q DGGLWLRQ IUHTXHQW WUDGLQJ RI VKDU!
PDUNHW SULFH UHPDLQ DW RU FORVH WR 1%$9

27+(5 &216,'(5$7,216

'LVWULEXWLRQ DQ® Kl YX¥XQ BEHKBODMGRSWHG D 'LVWULEXWLRQ DQG 6HUYLFH 30|
$FW SXUVXDQW WR ZKLFK SD\PHQWYV RI XS WR SHU DQQXP RI HDFK )XQG|
GLVWULEXWLRQ Rl )XQG VKDUHV RU IRU SURYLGLQJ RU DUUDQJLQJ IRU RWK
VKDUHKROGHU DFFRXQWV 7KH )XQGV GR QRW SUHVHQWO\ LOWHQG WR PDNH
ILVFDO SHULRG HQGLQJ 'HFHPEHU 7TKHUHDIWHU E IHHV PD\ RQO\ EH
IHHV GXULQJ WKH LQLWLDO WZHOYH PRQWKY ZLOO QRW EH UHFRYHUDEOH GX
HDFK )XQGuvV DVVHWY RQ DQ RQ JRLQJ EDVLYV LI SD\PHQWY DUH PDGH LQ WK}
PD\ FRVW \RX PRUH WKDQ SD\LQJ RWKHU W\SHV RI VDOHV FKDUJHYV

3D\PHQWV WR )LQDQFLD®H@WNUPHGLDQIGHRU LWV UHODWHG HQWLWLHYV RXW |
WKH )XQGV RU WKHLU VKDUHKROGHUV PD\ SD\ LQWHUPHGLDULHY LQFOXGLQ
VHUYLFHV LQFOXGLQJ SDUWLFLSDWLRQ LQ DFWLYLWLHVY WKDW DUH GHVLJQF
SURGXFWV 3D\PHQWYVY DUH JHQHUDOO\ PDGH WR LQWHUPHGLDULHVY WKDW SU
HGXFDWLRQDO WUDLQLQJ RU VXSSRUW RU DFFHVV WR VDOHV PHHWLQJV VDO
3b\PHQWY PD\ DOVR EH PDGH WR LQWHUPHGLDULHV IRU PDNLQJ VKDUHV RI W



SURJUDPV 7KH $GYLVHU PD\ DOVR UHLPEXUVH H[SHQVHV RU PDNH SD\PHQWYV
VHUYLFHY RU RWKHU DFWLYLWLHVY WKH $GYLVHU EHOLHYHYV PD\ IDFLOLWDWH L

7KH SRVVLELOLW\ RI UHFHLYLQJ RU WKH UHFHLSW RI WKH SD\PHQWYV GHVFUL
LQFHQWLYH WR IDYRU VDOHV RI VKDUHV RI WKH )XQGV DQG RWKHU IXQGV Z
LQYHVWPHQWY WKDW GR QRW PDNH VXFK SD\PHQWVY ,QYHVWRUV PD\ ZLVK WHF
DQG HYDOXDWLQJ DQ\ UHFRPPHQGDWLRQV UHODWLQJ WR WKH )XQGV DQG RWHK

$GGLWLRQDO , QKRIUPCHIEVRPD\ HQWHU LQWR FRQWUDFWXDO DUUDQJHPHQWYV ZL
LQYHVWPHQW DGYLVHU ZKR SURYLGH VHUYLFHV WR WKH )XQGV 6KDUHKROGFE
WKRVH FRQWUDFWXDO DUUDQJHPHQWYV

7KH 3URVSHFWXV DQG WKH 6%, SURYLGH LQIRUPDWLRQ FRQFHUQLQJ WKH )XQ
VKDUHV RI WKH )XQGV 7KH )XQGV PD\ PDNH FKDQJHV WR WKLV LQIRUPDWLR
LQWHQGHG WR JLYH ULVH WR DQ\ FROQWUDFW ULJKWV RU RWKHU ULJKWYV LQ C
VWDWH VHFXULWLHY ODZV WKDW PD\ QRW EH ZDLYHG

,9,'(1'6 ',675,%87,216 $1' 7%;(6

)XQG 'LVWUL/BHWE RIQELW 2SSRUWXQLWLHYV (7) LQWHQGY WR GLVWULEXWH VXEV
FDSLWDO JDLQV LI DQ\ DQQXDOO\

7KH +HGJHG 3UHPLXP ,QFRPH (7) LQWHQGY WR GLVWULEXWH VXEVWDQWLDOO\
DQ\ DQQXDOO\ 7KH +HGJHG 3UHPLXP ,QFRPH (7)pV PRQWKO\ LQFRPH GLVWU
LQFRPH RI WKH +HGJHG 3UHPLXP ,QFRPH (7) DQG DV D UHVXOW LW LV SRVVL
WLPH WR WLPH

'LYLGHQG 5HLQYHVWRRQWUVHBPLFRHDNH WKH 'HSRVLWRU\ 7UXVW &RPSDQ\ ER
DYDLODEOH WR WKHLU FXVWRPHUV ZKR RZQ VKDUHV ,I WKLV VHUYLFH LV DY
JDLQV ZLOO DXWRPDWLFDOO\ EH UHLQYHVWHG LQ DGGLWLRQDO ZKROH VKDU
VHUYLFH LQYHVWRUV ZRXOG UHFHLYH WKHLU GLVWULEXWLRQV LQ FDVK ,Q
LQYHVWRUYV DUH HQFRXUDJHG WR XVH WKH GLYLGHQG UHLQYHVWPHQW VHU
DYDLODEOH DQG ZKHWKHU WKHUH LV D FRPPLVVLRQ RU RWKHU FKDUJH IRU
)XQGVuy VKDUHKROGHUVY WR DGKHUH WR VSHFLILF SURFHGXUHY DQG WLPHWDE(

7D[ ,QIRUPDMHLRRODORZLQJ LV D VXPPDU\ RI VRPH LPSRUWDQW WD[ LVVXHV WKD
LV EDVHG RQ FXUUHQW WD[ ODzV ZKLFK PD\ EH FKDQJHG E\ OHJLVODWLYH
VXPPDU\ WR EH D FRPSUHKHQVLYH H[SODQDWLRQ RI WKH WD[ WUHDWPHQW RI
ORUH LQIRUPDWLRQ DERXW WD[HV LV ORFDWHG LQ WKH 6%, <RX DUH XUJHG
IHGHUDO VWDWH DQG ORFDO LQFRPH WD[HV

'LVWULEXWLRQV RI HDFK )XQGuV QHW LQYHVWPHQW FRPSDQ\ WD[DEOH LQFRP
VKRUW WHUP FDSLWDO JDLQV DQG QHW JDLQV IURP IRUHLJQ FXUUHQF\ WUDQ
RUGLQDU\ LQFRPH 7R WKH H[WHQW WKDW D )XQGuV GLVWULEXWLRQV RI QHW
2TXDOLILHG GLYLGHQG?® LQFRPH VXFK LQFRPH PD\ EH VXEMHFW WR WD[ DW W|
VKDUHKROGHUV IRU QHW ORQJ WHUP FDSLWDO JDLQV LI FHUWDLQ KROGLQJ
HIWHQW D )XQGuV GLVWULEXWLRQV RI QHW LQYHVWPHQW FRPSDQ\ WD[DEOI
GLVWULEXWLRQV ZLOO EH WUHDWHG DV RUGLQDU\ GLYLGHQG LQFRPH IRU WKI
VKDUHKROGHUpY FDSLWDO ORVVHV IURP RWKHU LQYHVWPHQWYV

'LVWULEXWLRQV RI QHW FDSLWDO JDLQV QHW ORQJ WHUP FDSLWDO JDLQV C
FDSLWDO JDLQV FXUUHQWO\ DW D PD[LPXP UDWH RI IRU LQGLYLGXDO VKD
OHQJWK RI WLPH WKDW D VKDUHKROGHU KDV RZQHG )XQG VKDUHV XQOHVV \
DGYDQWDJHG DUUDQJHPHQW VXFK DV D N SODQ RU ,5%

3IXUVXDQW WR SURYLVLRQV RI WKH +HDOWK &DUH DQG (GXFDWLRQ 5HFRQFLOL
FDSLWDO JDLQV DQG GLYLGHQGYV ZLOO DOVR EH LPSRVHG RQ LQGLYLGXDOV |



<RX ZLOO EH WD[HG LQ WKH VDPH PDQQHU ZKHWKHU \RX UHFHLYH \RXU GLVWI
QHW FDSLWDO JDLQV LQ FDVK RU UHLQYHVW WKHP LQ DGGLWLRQDO )XQG VI
GLVWULEXWLRQV GHFODUHG LQ 2FWREHU 1RYHPEHU RU '"HFHPEHU WR VKDUHEk
-DQXDU\ DUH WD[DEOH DV LI UHFHLYHG RQ '"HFHPEHU

6KDUHKROGHUY ZKR VHOO RU UHGHHP VKDUHV JHQHUDOO\ ZLOO KDYH D FDSI
RU ORVV DQG WKH DSSOLFDEOH UDWH RI IHGHUDO LQFRPH WD[ ZLOO GHSHQ
UHLQYHVWHG WD[DEOH GLVWULEXWLRQV LI DQ\ WKH DPRXQW UHFHLYHG IUF
VKDUHKROGHU $Q\ ORVV DULVLQJ IURP WKH VDOH RU UHGHPSWLRQ RI VKDUF
FDSLWDO ORVV WR WKH H[WHQW RI DQ\ DPRXQWY WUHDWHG DV GLVWULEXWLR
SHULRG RI VXFK VKDUHV IRU WKLY SXUSRVH DQ\ SHULRG GXULQJ ZKLFK \RXU
WUDQVDFWLRQV LV QRW FRXQWHG ,1 \RX SXUFKDVH )XQG VKDUHV ZLWKLQ |
SDUW RI WKDW ORVYV ZLOO QRW EH GHGXFWLEOH DQG ZLOO LQVWHDG LQFUHD\

6KDUHKROGHUVY ZLOO EH DGYLVHG DQQXDOO\ DV WR WKH IHGHUDO WD[ VWL
'LVWULEXWLRQV E\ WKH )XQGV PD\ DOVR EH VXEMHFW WR VWDWH DQG ORFDO

7KLV VHFWLRQ DVVXPHV \RX DUH D 8 6 VKDUHKROGHU DQG LV DOVR QRW LQW
VXFK ODZV RQ \RX 7KHUH PD\ EH RWKHU IHGHUDO VWDWH IRUHLJQ RU ORFL
XUJHG WR FRQVXOW \RXU RZQ WD[ DGYLVHU

&UHDWLRQQ8PXWKRUL]JHG 3DUWLFLSDQW ZKR H[FKDQJHV HTXLW\ VHFXULWLHYV
ORVV 7KH JDLQ RU ORVV ZLOO EH HTXDO WR WKH GLIITHUHQFH EHWZHHQ WKH
FDVK UHFHLYHG E\ WKH $XWKRUL]J]HG 3DUWLFLSDQW DV SDUW RI WKH LVVXH

VXUUHQGHUHG SOXV DQ\ FDVK SDLG E\ WKH $XWKRUL]J]HG 3DUWLFLSDQW DV SI
8QLWV IRU HTXLW\ VHFXULWLHY JHQHUDOO\ ZLOO UHFRJQL]JH D JDLQ RU ORVV
WKH &UHDWLRQ 8QLWY SOXV DQ\ FDVK SDLG E\ WKH $XWKRUL]JHG 3DUWLFLSD
VHFXULWLHY UHFHLYHG SOXV DQ\ FDVK SDLG E\ WKH $XWKRUL]JHG 3DUWLFLSLEL
ORVV UHDOL]JHG XSRQ DQ H[FKDQJH RI VHFXULWLHV IRU &UHDWLRQ 8QLWYV FD¢
RU RQ WKH EDVLVY WKDW WKHUH KDV EHHQ QR VLJQLILFDQW FKDQJH LQ HFRQR
WD[ DGYLVRU ZLWK UHVSHFW WR ZKHWKHU WKH ZDVK VDOH UXOHV DSSO\ DQG

8QGHU FXUUHQW IHGHUDO WD[ ODzZV DQ\ FDSLWDO JDLQ RU ORVV UHDOL]HG
FDSLWDO JDLQ RU ORVV LI WKH VKDUHYVY KDYH EHHQ KHOG IRU PRUH WKDQ RQt!
KHOG IRU RQH \HDU RU OHVV DVVXPLQJ VXFK &UHDWLRQ 8QLWY DUH KHOG DV

I D)XQG UHGHHPV &UHDWLRQ 8QLWYV LQ FDVK LW PD\ UHFRJQL]JH PRUH FDSLW
$'',7,21%$/ ,1)250%$7,21

2WKHU ,QIRYRDVBXRI@GRVHYV RI WKH $FW HDFK )XQG LV WUHDWHG DV D UHJ
$FW UHVWULFWY LQYHVWPHQWY E\ LQYHVWPHQW FRPSDQLHYVY LQ WKH VHE
)XQGV 5XOH G RlI WKH $FW ZKLFK EHFDPH HIIHFWLYH RQ -DQXDU\

FRPSDQLHV RU RWKHU LQYHVWPHQW FRPSDQLHV WR LQYHVW LQ WKH )XQGV
FRQGLWLRQV 7KH )XQGV UHVHUYH WKH ULJKW WR UHO\ RQ 5XOH G DV ZlI
G

&RQWLQXRXV7RKHHRHWEKRG E\ ZKLFK &UHDWLRQ 8QLWY DUH SXUFKDVHG DQG
VHFXULWLHY ODZV %HFDXVH QHZ &UHDWLRQ 8QLWY DUH LVVXHG DQG VROG I
VXFK WHUP LV XVHG LQ WKH 6HFXULWLHV $FW RI DV DPHQGHG WKH 26HF:
FDXWLRQHG WKDW VRPH DFWLYLWLHV RQ WKHLU SDUW PD\ GHSHQGLQJ RQ
GLVWULEXWLRQ LQ D PDQQHU ZKLFK FRXOG UHQGHU WKHP VWDWXWRU\ XQGF
SURYLVLRQV RI WKH 6HFXULWLHYV $FW

JRU H[DPSOH D EURNHU GHDOHU ILUP RU LWV FOLHQW PD\ EH GHHPHG D VWD
ZLWK WKH 'LVWULEXWRU EUHDNV WKHP GRZQ LQWR LQGLYLGXDO VKDUHV DQ(
FUHDWLRQ RI D VXSSO\ RI QHZ VKDUHV ZLWK DQ DFWLYH VHOOLQJ HIIRUW L
GHWHUPLQDWLRQ RI ZKHWKHU RQH LV DQ XQGHUZULWHU IRU SXUSRVHV RI
FLUFXPVWDQFHY SHUWDLQLQJ WR WKH DFWLYLWLHV RI WKH EURNHU GHDOHU
VKRXO0OG QRW EH FRQVLGHUHG D FRPSOHWH GHVFULSWLRQ RI DOO WKH DFWLYL



%YURNHU GHDOHU ILUPV VKRXOG DOVR QRWH WKDW GHDOHUV ZKR DUH QRW 2X
SDUWLFLSDWLQJ LQ WKH GLVWULEXWLRQ RI VKDUHVY DUH JHQHUDOO\ UHTXL
HIHPSWLRQ LQ 6HFWLRQ D RI WKH 6HFXULWLHV $FW LV QRW DYDLODEOH Z

$FW $v D UHVXOW EURNHU GHDOHU ILUPV VKRXOG QRWH WKDW GHDOHUYV
FRQWUDVWHG ZLWK RUGLQDU\ VHFRQGDU\ PDUNHW WUDQVDFWLRQV DQG WK
PHDQLQJ RI 6HFWLRQ D D RI WKH 6HFXULWLHYV $FW ZRXOG EH XQDEOH WHF
E\ 6HFWLRQ D RI WKH 6HFXULWLHV $FW )LUPV WKDW LQFXU D SURVSHFW
UHPLQGHG WKDW XQGHU 5XOH RI WKH 6HFXULWLHYV $FW D SURVSHFWXV GH
WR DQ H[FKDQJH PHPEHU LQ FRQQHFWLRQ ZLWK D VDOH RQ WKH ([FKDQJH LV \
6(&uvV HOHFWURQLF ILOLQJ VA\VWHP 7KH SURVSHFWXV GHOLYHU\ PHFKDQLVP S
RQ DQ H[FKDQJH &HUWDLQ DIILOLDWHV RI WKH )XQGV PD\ SXUFKDVH DQG UHYV

SUHPLXP 'LVFRXQW ,QIRUPDWLRQ ,QIRUPDWLRQ UHJDUGLQJ KRZ RIWHQ WKH V
DW D SUHPLXP RU EHORZ L H DW D GLVFRXQW WKH 1%$9 RI WKH )XQGV LV DY



),1$1&,%/ +,*+/,*+76

7KH ILOQDQFLDO KLJKOLJKWYV LQ WKH IROORZLQJ WDEOH DUH LQWHQGHG WR K
SHULRGV LQGLFDWHG &HUWDLQ LQIRUPDWLRQ UHIOHFWYVYV ILQDQFLDO UHVXOW
WKDW DQ LQYHVWRU ZRXOG KDYH HDUQHG RU ORVW RQ DQ LQYHVWPHQW LQ
ILQDQFLDO KLJKOLJKWV IRU WKH )XQGV IRU WKH ILVFDO SHULRGV LQGLFDW
&RPSDQ\ /WG WKH )XQGVH LQGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWL
VWDWHPHQWY DQG UHODWHG QRWHV LV LQFOXGHG LQ WKH )XQGVp 'HFHPEHU

. HQVLQJWRQ &UHGLW 2SSRUWXQLWLHV (7)

JLQDQFLDO +LJKOLJKWYV

BHULRG (QGH

'"HFHPEHU
D

3(5 6+$5( '$7$%
1HW DVVHW YDOXH EHJLQQLQJ RI SHULRG

,19(670(17 23(5$7,216

1HW LQYHVWPHQW LQFRPH

1HW UHDOL]HG DQG XQUHDOLJHG JDLQ ORVV RQ LQYHVWPHQWYV
7RWDO IURP LQYHVWPHQW RSHUDWLRQV

/(66 ',675,%87,216 )520
IHW LQYHVWPHQW LQFRPH
BHWXUQ 'RI FDSLWDO
7TRWDO GLVWULEXWLRQV
1HW DVVHW YDOXH HQG RI SHULRG
7TRWDOCUHWXUQ

6833/(0(17$/ '$7% $1' 5$7,2%6
1HW DVVHWV HQG RI SHULRG LQ WKRXVDQGV

5DWLR RI H[SHQVHV WR DYHUDJH QHW DVVHWYV

5DWLR RI QHW LQYHVWPHQW LQFRPH ORVV WR DYHUDJH QHW DVVHWYV
3RUWIROLR WXUQRYHU UDWH

P ,QFHSWLRQ GDWH RI WKH )XQG ZDV '"HFHPEHU
E 1HW LQYHVWPHQW LQFRPH SHU VKDUH KDV EHHQ FDOFXODWHG EDVHG RQ DYHUDJH

F 5HDOL]HG DQG XQUHDOL]HG JDLQV DQG ORVVHV SHU VKDUH LQ WKH FDSWLRQ DUH E
VKDUH IRU WKH SHULRGY DQG PD\ QRW UHFRQFLOH ZLWK WKH DJJUHJDWH JDLQV D
SHULRGYV

¢ 1RW DQQXDOL]JHG IRU SHULRGV OHVV WKDQ RQH \HDU
H EDWLRV GR QRW LQFOXGH WKH LQFRPH DQG H[SHQVHV RI WKH XQGHUO\LQJ IXQGV L
' $QQXDOL]HG IRU SHULRGV OHVV WKDQ RQH \HDU

3 3RUWIROLR WXUQRYHU UDWH H[FOXGHV LQ NLQG WUDQVDFWLRQV

K $PRXQW SHU VKDUH URXQGV WR

L 7KH UDWLR RI QHW LQYHVWPHQW LQFRPH WR DYHUDJH QHW DVVHWY DSSHDUV LQI(
GD\V RI RSHUDWLRQ SULRU WR WKH 'HFHPEHU ILVFDO \HDU HQG 7KLV UDWLR




HQVLQJWRQ +HGJHG 3UHPLXP ,QFRPH (7)

JLQDQFLDO +LJKOLJKWYV

<HDU (QGHBULRG (QGH

'"HFHPEHU '"HFHPEHU
D

3(5 6+$5( '$7%
1HW DVVHW YDOXH EHJLQQLQJ RI SHULRG

,19(670(17 23(5%$7,216

1HW LQYHVWPHQW LQFRPH

1HW UHDOL]HG DQG XQUHDOLJHG JDLQ ORVV RQ LQYHVWPHQWV
7RWDO IURP LQYHVWPHQW RSHUDWLRQV

/(66 ',675,%87,216 )520
1HW LQYHVWPHQW LQFRPH
1HW UHDOL]HG JDLQV
5HWXUQ RI FDSLWDO
7RWDO GLVWULEXWLRQV
1HW DVVHW YDOXH HQG RI SHULRG
7RWDOSUHWXUQ

I+

6833/(0(17$/ '$7$% $1' 5$7,2%6

1HW DVVHWV HQG RI SHULRG LQ WKRXVDQGYV

5DWLR Rl H[SHQVHV WR DYHUDJH QHW DVVHWYV

5DWLR RI LQWHUHVW H[SHQVH WR DYHUDJH QHW DVVHWYV +
5DWLR Rl QHW LQYHVWPHQW LQFRPH ORVV WR DYHUDJH QHW DVVHWYV
3RUWIROLR WXUQRYHU UDWH

P ,QFHSWLRQ GDWH RI WKH )XQG ZDV 6HSWHPEHU
E 1HW LQYHVWPHQW LQFRPH SHU VKDUH KDV EHHQ FDOFXODWHG EDVHG RQ DYHUDJH

F 5HDOL]HG DQG XQUHDOL]HG JDLQV DQG ORVVHVY SHU VKDUH LQ WKH FDSWLRQ DUH E
VKDUH IRU WKH SHULRGY DQG PD\ QRW UHFRQFLOH ZLWK WKH DJJUHJDWH JDLQV D
SHULRGYV

¢ 1RW DQQXDOL]HG IRU SHULRGV OHVV WKDQ RQH \HDU

H EDWLRV GR QRW LQFOXGH WKH LQFRPH DQG H[SHQVHV RI WKH XQGHUO\LQJ IXQGV L
' $QQXDOL]HG IRU SHULRGV OHVV WKDQ RQH \HDU

I $PRXQW UHSUHVHQWY OHVV WKDQ

K 3RUWIROLR WXUQRYHU UDWH H[FOXGHV LQ NLQG WUDQVDFWLRQV



HQVLQJWRQ $VVHW ODQDJHPHQW //& ,
%DUWRQ 2DNV 30D]D %00, 4XDVDU 'LVWULEXWRUV| //&

6 ORSDF ([SUHVVZD\| 6XL MVULEXW;’FE“S;'V%S‘S(%DSD?_%%]D 6XLWH
$XVWLQ 7H[DV

$GYLVHLU

86 %DQFRUS )XQG 6HUYLFWHSHRQGHERKHQ &RPSDQ\ /WG
7UDQVIHU $JHQDVW OLFKLIJDQ 6WUHHWILVWHUHG 3XIERUWVFK :DWHU 6WUHHW 6.
OLOZDXNHH :LVFRQVLQ $FFRXQWLQJOUAZADXNHH :LVFRQVLQ

86 %DQN 1 $ ORUJDQ /HZLV %RFNLXV //:
&XVWRGLDQ 1RUWK 5LYHU&HQWHU /HIPB &RXPNHHBHQQV\OYDQLD $YHQXH
OLOZDXNHH :LVFRQVLQ ‘DVKLQJWRQ '&

$GGLWLRQDO LQIRUPDWLRQ DERXW WKH )¥8GIVOLV DQF® X8 H® ERUW R H D WO G VIQE
UHIHUHQFH L H OHJDOO\ PDGH D SDUW RI WKLV 3URVSHFWXV 7KH 6%, SUR
$GGLWLRQDO LQIRUPDWLRQ DERXW WKH )XQGVH LQYHVWPHQWY LV DYDLODEO|
JRUP 1 &65 ,Q WEEQXMIGWRISFEULW®O ILQG D GLVFXVVLRQ RI WKH PDUNHW FR
VLIQLILFDQWO\ DIIHFWHG HDFK )XQGuUV SHUIRUPDQFH GXULQJ LWV ODVW ILVFI
DQQXDO ILQDQFLDO VWDWHPHQWYV

7R REWDLQ D IUHH FRS\ RI WKH 6%, DQG WKH DQQXDO DQG VHPL DQQXDO UHSF
WKH )XQGuV ILQDQFLDO VWDWHPHQWY RU WR PDNH VKDUHKROGHU LQTXLULH
Z2Z2Z NHQVLQIJWRQDVVHWPDQDJHPHQW FRP IXQG SURVSHFWXVHYVY VXPPDU\ SURV

5HSRUWYV DQG RWKHU LQIRUPDWLRQ DERXW WKH )XQGV DUH DYDLOBRWHS R/
Z2727Z VHF &RSLHV RI WKH LQIRUPDWLRQ PD\ EH REWDLQHG DIWHU SD\LQJ D GX:
DGGUSXBWLFLQIRMMHEVRYLWLQIJ WKH 3XEOLF 5HIHUHQFH 6HFWLRQ G6HFXULWL

7KH 7UXVWpV 6(& ,QYHVWPHQW &RPSDQ\ $FW RI ILOH QXPEHU LV
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