
A3 ALTERNATIVE CREDIT FUND

Shares of Beneficial Interest (AAACX)

Supplement dated October 02, 2020
to the Prospectus and Statement of Additional Information dated September 12, 2019

The first sentences of  the second paragraph under the heading “Investment Adviser” on page 13 of  the Prospectus, the last paragraph
under  the  heading  “Investment  Adviser” on  page  40  of  the  Prospectus,  footnote  5  to  the  Fund Expenses  Table  on  page  15  of  the
Prospectus,  and the fourth paragraph under the heading “Fund Expenses” on page 38 of  the Statement of  Additional Information is
replaced with the following:

The Adviser and the Fund have entered into an operating expenses limitation agreement (the “Expense Limitation Agreement”) under
which the  Adviser has  agreed, until  at  least  January 31, 2022, to  pay or absorb  the  ordinary operating expenses  of the  Fund
(excluding (i) interest expenses and dividends on short sales, and any fees and expenses incurred in connection with credit facilities
including any commitment fees on borrowings, if any, obtained by the Fund; (ii) transaction costs and other expenses incurred in
connection with the  acquisition, financing, maintenance, and disposition of the  Fund’s  investments  and prospective  investments,
including without limitation bank and custody fees, brokerage commissions, legal, data, consulting and due diligence costs, servicing
and property management costs, collateral valuations, liquidation and custody costs; (iii) acquired fund fees and expenses; (iv) taxes;
and (v) extraordinary expenses including but not limited to litigation costs) to the extent that its management fees plus applicable
distribution and shareholder servicing fees and the Fund’s ordinary operating expenses would otherwise exceed, on a year-to-date
basis, 1.95% per annum of the Fund’s average daily net assets.

The paragraph immediately preceding the Expense Example on page 16 of the Prospectus is replaced with the following:

The following example illustrates  the hypothetical expenses  that you would pay on a $1,000 investment.  The example assumes
annual expenses  attributable to shares  remain unchanged from the levels  described in the Fund Expenses Table above and only
accounts for the Expense Limitation Agreement through September 30, 2020 and shares earn a 5% annual return:

This Supplement, and the Fund’s Prospectus and Statement of Additional Information, each dated September 12, 2019, provide information
that you should know before investing in the Fund and should be retained for future reference. The Prospectus and Statement of Additional
Information have been filed with the Securities and Exchange Commission and are incorporated herein by reference. These documents are
available upon request and without charge by calling (877) 774-7724.

Please retain this Supplement for future reference.
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6KDUHV�RI�%HQH¿FLDO�,QWHUHVW��$$$&;�

6HSWHPEHU���������
$��$OWHUQDWLYH�&UHGLW�)XQG��WKH�³)XQG´��LV�D�QHZO\�RUJDQL]HG��FRQWLQXRXVO\�R൵HUHG��QRQ�GLYHUVL¿HG��FORVHG�HQG�PDQDJHPHQW�

LQYHVWPHQW�FRPSDQ\�WKDW�LV�RSHUDWHG�DV�DQ�LQWHUYDO�IXQG��7KH�)XQG�ZLOO�R൵HU�WR�UHSXUFKDVH�DW�OHDVW����RI�RXWVWDQGLQJ�VKDUHV�RQ�D�
TXDUWHUO\�EDVLV�LQ�DFFRUGDQFH�ZLWK�WKH�)XQG¶V�UHSXUFKDVH�SROLF\��7KH�UHSXUFKDVH�R൵HUV�DUH�H[SHFWHG�WR�EH�PDGH�LQ�0DUFK��-XQH��
6HSWHPEHU�� DQG�'HFHPEHU�RI� HDFK�\HDU��EHJLQQLQJ�ZLWK� WKH� LQLWLDO� UHSXUFKDVH�R൵HU� WR�EH�FRQGXFWHG� LQ�0DUFK�������7KH�)XQG�
H[SHFWV�WKDW�WKH�PD[LPXP�WLPH�EHWZHHQ�D�UHSXUFKDVH�UHTXHVW�GHDGOLQH�DQG�WKH�QH[W�GDWH�RQ�ZKLFK�WKH�)XQG�H[SHFWV�WR�FRPPHQFH�
WKH�QH[W�TXDUWHUO\�UHSXUFKDVH�R൵HU�WR�EH�DSSUR[LPDWHO\����GD\V��5HSXUFKDVH�UHTXHVWV�PXVW�EH�VXEPLWWHG�E\�WKH�GHDGOLQH�LQFOXGHG�
LQ� WKH�6KDUHKROGHU�1RWL¿FDWLRQ�DV� WKDW� WHUP�LV�GH¿QHG�LQ� WKH�³Quarterly Repurchases of Shares´�VHFWLRQ�RI� WKLV�SURVSHFWXV��WKH�
³3URVSHFWXV´���)RU�PRUH�LQIRUPDWLRQ�RQ�WKH�)XQG¶V�UHSXUFKDVH�SROLFLHV�DQG�ULVNV��SOHDVH�VHH�WKH�“Repurchase Policy Risk”�RQ�SDJHV�
��DQG����DQG�“Quarterly Repurchases of Shares”�RQ�SDJH����RI�WKLV�3URVSHFWXV�

1HLWKHU� WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�QRU�DQ\�VWDWH�VHFXULWLHV�FRPPLVVLRQ�KDV�DSSURYHG�RU�GLVDSSURYHG�
WKHVH�VHFXULWLHV�RU�GHWHUPLQHG�LI�WKLV�3URVSHFWXV�LV�WUXWKIXO�RU�FRPSOHWH��$Q\�UHSUHVHQWDWLRQ�WR�WKH�FRQWUDU\�LV�D�FULPLQDO�
R൵HQVH�

7KLV�3URVSHFWXV�FRQFLVHO\�SURYLGHV�WKH�LQIRUPDWLRQ�WKDW�D�SURVSHFWLYH�LQYHVWRU�VKRXOG�NQRZ�DERXW�WKH�)XQG�EHIRUH�LQYHVWLQJ��
<RX� DUH� DGYLVHG� WR� UHDG� WKLV�3URVSHFWXV� FDUHIXOO\� DQG� WR� UHWDLQ� LW� IRU� IXWXUH� UHIHUHQFH��$GGLWLRQDO� LQIRUPDWLRQ� DERXW� WKH�)XQG��
LQFOXGLQJ�D�VWDWHPHQW�RI�DGGLWLRQDO�LQIRUPDWLRQ��³6$,´��GDWHG�6HSWHPEHU�����������KDV�EHHQ�¿OHG�ZLWK�WKH�6HFXULWLHV�DQG�([FKDQJH�
&RPPLVVLRQ��³6(&´���7KH�WDEOH�RI�FRQWHQWV�RI�WKH�6$,�DSSHDUV�DW�$SSHQGL[�$�RQ�SDJH�$���RI�WKLV�3URVSHFWXV��7KH�6$,�LV�DYDLODEOH�
XSRQ�UHTXHVW�DQG�ZLWKRXW�FKDUJH�E\�ZULWLQJ�WKH�)XQG�DW�F�R�80%�)XQG�6HUYLFHV��,QF��DW�����:HVW�*DOHQD�6WUHHW��0LOZDXNHH��:,�
�������<RX�PD\�DOVR�UHTXHVW�D�IUHH�FRS\�RI�WKH�)XQG¶V�6$,��DQQXDO�DQG�VHPL�DQQXDO�UHSRUWV�ZKHQ�DYDLODEOH��DQG�RWKHU�LQIRUPDWLRQ�
DERXW�WKH�)XQG�RU�PDNH�VKDUHKROGHU�LQTXLULHV�E\�FDOOLQJ����������������RU�E\�YLVLWLQJ�WKH�)XQG¶V�ZHEVLWH�DW�ZZZ�D��¿QDQFLDO��
7KH�6$,��ZKLFK�LV�LQFRUSRUDWHG�E\�UHIHUHQFH�LQWR��OHJDOO\�PDGH�D�SDUW�RI��WKLV�3URVSHFWXV��LV�DOVR�DYDLODEOH�RQ�WKH�6(&¶V�ZHEVLWH�DW�
KWWS���ZZZ�VHF�JRY��7KH�DGGUHVV�RI�WKH�6(&¶V�ZHEVLWH�LV�SURYLGHG�VROHO\�IRU�WKH�LQIRUPDWLRQ�RI�SURVSHFWLYH�VKDUHKROGHUV�DQG�LV�QRW�
LQWHQGHG�WR�EH�DQ�DFWLYH�OLQN�

3URVSHFWLYH�LQYHVWRUV�VKRXOG�QRW�FRQVWUXH�WKH�FRQWHQWV�RI�WKLV�3URVSHFWXV�RU�WKH�6$,�DV�OHJDO��WD[��RU�¿QDQFLDO�DGYLFH��(DFK�
SURVSHFWLYH�LQYHVWRU�VKRXOG�FRQVXOW�KLV�RU�KHU�RZQ�SURIHVVLRQDO�DGYLVHUV�DV�WR�WKH�OHJDO��WD[��¿QDQFLDO��RU�RWKHU�PDWWHUV�UHOHYDQW�WR�
WKH�VXLWDELOLW\�RI�DQ�LQYHVWPHQW�LQ�WKH�)XQG�IRU�VXFK�LQYHVWRU�

Investment Objective. 7KH�)XQG¶V�LQYHVWPHQW�REMHFWLYH�LV�WR�VHHN�WRWDO�UHWXUQ�WKURXJK�LQYHVWPHQWV�WKDW�R൵HU�UHJXODU�LQFRPH�RU�
WKH�SRWHQWLDO�IRU�SULFH�DSSUHFLDWLRQ�

6HFXULWLHV�2ৼHUHG��7KH�)XQG� HQJDJHV� LQ� D� FRQWLQXRXV� R൵HULQJ� RI� VKDUHV� RI� EHQH¿FLDO� LQWHUHVW� RI� WKH� )XQG��7KH�)XQG� KDV�
UHJLVWHUHG�XQGHU�WKH�,QYHVWPHQW�&RPSDQ\�$FW�RI�������DV�DPHQGHG��WKH�³�����$FW´��DQG�WKH�6HFXULWLHV�$FW�RI�������WKH�³6HFXULWLHV�
$FW´��DQG�LV�DXWKRUL]HG�DV�D�'HODZDUH�VWDWXWRU\�WUXVW�WR�LVVXH�DQ�XQOLPLWHG�QXPEHU�RI�VKDUHV��7KH�)XQG�LV�R൵HULQJ�WR�VHOO��WKURXJK�LWV�
SULQFLSDO�XQGHUZULWHU��)RUHVLGH�)XQG�3DUWQHUV��//&��WKH�³'LVWULEXWRU´���XQGHU�WKH�WHUPV�RI�WKLV�3URVSHFWXV���������������LQ�VKDUHV�
RI�EHQH¿FLDO�LQWHUHVW��DW�WKH�QHW�DVVHW�YDOXH��³1$9´��SHU�VKDUH��6KDUHV�DUH�QRW�VXEMHFW�WR�D�VDOHV�ORDG�RU�HDUO\�ZLWKGUDZDO�FKDUJHV��7KH�
PLQLPXP�LQLWLDO�LQYHVWPHQW�LV�����������+RZHYHU��WKHUH�LV�QR�LQLWLDO�RU�VXEVHTXHQW�LQYHVWPHQW�PLQLPXPV�IRU�DFFRXQWV�PDLQWDLQHG�
E\�¿QDQFLDO� LQVWLWXWLRQV� �VXFK�DV� UHJLVWHUHG� LQYHVWPHQW� DGYLVHUV� DQG� WUXVWV�� IRU� WKH�EHQH¿W�RI� WKHLU� FOLHQWV�ZKR�SXUFKDVH� VKDUHV�
WKURXJK�LQYHVWPHQW�SURJUDPV�VXFK�DV�����IHH�EDVHG�DGYLVRU\�SURJUDPV������HPSOR\HH�EHQH¿W�SODQV��e.g.,�����N��RU�����E��UHWLUHPHQW�
SODQV������PXWXDO�IXQG�SODWIRUPV��DQG�����FRQVXOWLQJ�¿UPV��,Q�DGGLWLRQ��WKHUH�LV�QR�LQLWLDO�RU�VXEVHTXHQW�LQYHVWPHQW�PLQLPXP�IRU�
7UXVWHHV�RU�R൶FHUV�RI�WKH�)XQG��GLUHFWRUV��R൶FHUV�DQG�HPSOR\HHV�RI�$��)LQDQFLDO�,QYHVWPHQWV��//&��WKH�³$GYLVHU´��RU�)RUHVLGH�
)XQG�3DUWQHUV��//&��WKH�³'LVWULEXWRU´��RU�DQ\�RI�WKHLU�D൶OLDWHV��0LQLPXP�LQYHVWPHQW�DPRXQWV�PD\�EH�ZDLYHG�LQ�WKH�GLVFUHWLRQ�RI�
WKH�)XQG�RU�WKH�$GYLVHU��7KH�'LVWULEXWRU�LV�QRW�UHTXLUHG�WR�VHOO�DQ\�VSHFL¿F�QXPEHU�RU�GROODU�DPRXQW�RI�WKH�)XQG¶V�VKDUHV��EXW�ZLOO�
XVH�FRPPHUFLDOO\�UHDVRQDEOH�H൵RUWV�WR�VHOO�WKH�VKDUHV��6HH�³Plan of Distribution�´

3ULFH�WR�3XEOLF 3URFHHGV�WR�5HJLVWUDQW

$W�FXUUHQW�1$9 $PRXQW�LQYHVWHG�DW�FXUUHQW�1$9

,QYHVWLQJ�LQ�WKH�)XQG¶V�VKDUHV�LQYROYHV�ULVNV��LQFOXGLQJ�WKH�IROORZLQJ�

• 7KH�)XQG¶V�VKDUHV�KDYH�QR�SULFLQJ�RU�SHUIRUPDQFH�KLVWRU\�

• 6KDUHV�RI�WKH�)XQG�ZLOO�QRW�EH�OLVWHG�RQ�DQ\�VHFXULWLHV�H[FKDQJH��ZKLFK�PDNHV�WKHP�LQKHUHQWO\�LOOLTXLG�

• 7KHUH�LV�QR�VHFRQGDU\�PDUNHW�IRU�WKH�)XQG¶V�VKDUHV��DQG�LW�LV�QRW�DQWLFLSDWHG�WKDW�D�VHFRQGDU\�PDUNHW�ZLOO�GHYHORS��



• 7KH�VKDUHV�RI�WKH�)XQG�DUH�QRW�UHGHHPDEOH�

• $OWKRXJK�WKH�)XQG�ZLOO�R൵HU�WR�UHSXUFKDVH�DW�OHDVW����RI�RXWVWDQGLQJ�VKDUHV�RQ�D�TXDUWHUO\�EDVLV�LQ�DFFRUGDQFH�
ZLWK�WKH�)XQG¶V�UHSXUFKDVH�SROLF\��WKH�)XQG�ZLOO�QRW�EH�UHTXLUHG�WR�UHSXUFKDVH�VKDUHV�DW�D�VKDUHKROGHU¶V�RSWLRQ�QRU�
ZLOO�VKDUHV�EH�H[FKDQJHDEOH�IRU�XQLWV��LQWHUHVWV�RU�VKDUHV�RI�DQ\�VHFXULW\��

• 7KH�)XQG�LV�QRW�UHTXLUHG�WR�H[WHQG��DQG�VKDUHKROGHUV�VKRXOG�QRW�H[SHFW�WKH�)XQG¶V�%RDUG�RI�7UXVWHHV�WR�DXWKRUL]H��
UHSXUFKDVH�R൵HUV�LQ�H[FHVV�RI����RI�RXWVWDQGLQJ�VKDUHV�

• 5HJDUGOHVV�RI�KRZ�WKH�)XQG�SHUIRUPV��DQ�LQYHVWRU�PD\�QRW�EH�DEOH�WR�VHOO�RU�RWKHUZLVH�OLTXLGDWH�KLV�RU�KHU�VKDUHV�
ZKHQHYHU�VXFK�LQYHVWRU�ZRXOG�SUHIHU�DQG��H[FHSW�WR�WKH�H[WHQW�SHUPLWWHG�XQGHU�WKH�TXDUWHUO\�UHSXUFKDVH�R൵HU��ZLOO�
EH�XQDEOH�WR�UHGXFH�KLV�RU�KHU�H[SRVXUH�RQ�DQ\�PDUNHW�GRZQWXUQ��

• ,I�DQG�WR�WKH�H[WHQW�WKDW�D�SXEOLF�WUDGLQJ�PDUNHW�HYHU�GHYHORSV��VKDUHV�RI�FORVHG�HQG�LQYHVWPHQW�FRPSDQLHV��VXFK�
DV�WKH�)XQG��PD\�KDYH�D�WHQGHQF\�WR�WUDGH�IUHTXHQWO\�DW�D�GLVFRXQW�IURP�WKHLU�1$9�SHU�VKDUH�DQG�LQLWLDO�R൵HULQJ�
SULFHV��$Q� LQYHVWPHQW� LQ� WKH�)XQG¶V� VKDUHV� LV�QRW� VXLWDEOH� IRU� LQYHVWRUV�ZKR�FDQQRW� WROHUDWH�ULVN�RI� ORVV�RU�ZKR�
UHTXLUH�OLTXLGLW\��RWKHU�WKDQ�OLTXLGLW\�SURYLGHG�WKURXJK�WKH�)XQG¶V�UHSXUFKDVH�SROLF\��

See “Risk Factors” beginning on page 15 of this Prospectus.

,QYHVWPHQW�$GYLVHU 
$��)LQDQFLDO�,QYHVWPHQWV��//&

%HJLQQLQJ�RQ�-DQXDU\����������DV�SHUPLWWHG�E\�UHJXODWLRQV�DGRSWHG�E\�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��SDSHU�FRSLHV�RI�
WKH�)XQG¶V�VKDUHKROGHU�UHSRUWV�ZLOO�QR�ORQJHU�EH�VHQW�E\�PDLO��XQOHVV�\RX�VSHFL¿FDOO\�UHTXHVW�SDSHU�FRSLHV�RI�WKH�UHSRUWV��,QVWHDG��
WKH�UHSRUWV�ZLOO�EH�PDGH�DYDLODEOH�RQ�WKH�)XQG¶V�ZHEVLWH��ZZZ�D��¿QDQFLDO��DQG�\RX�ZLOO�EH�QRWL¿HG�E\�PDLO�HDFK�WLPH�D�UHSRUW�LV�
SRVWHG�DQG�SURYLGHG�ZLWK�D�ZHEVLWH�OLQN�WR�DFFHVV�WKH�UHSRUW�

,I�\RX�DOUHDG\�HOHFWHG�WR�UHFHLYH�VKDUHKROGHU�UHSRUWV�HOHFWURQLFDOO\��\RX�ZLOO�QRW�EH�D൵HFWHG�E\�WKLV�FKDQJH�DQG�\RX�QHHG�QRW�WDNH�
DQ\�DFWLRQ��<RX�PD\�HOHFW�WR�UHFHLYH�VKDUHKROGHU�UHSRUWV�DQG�RWKHU�FRPPXQLFDWLRQV�IURP�WKH�)XQG�HOHFWURQLFDOO\�E\�FRQWDFWLQJ�\RXU�
¿QDQFLDO�LQWHUPHGLDU\��VXFK�DV�D�EURNHU�GHDOHU�RU�EDQN��RU��LI�\RX�DUH�D�GLUHFW�LQYHVWRU��E\�IROORZLQJ�WKH�LQVWUXFWLRQV�LQFOXGHG�ZLWK�
SDSHU�)XQG�GRFXPHQWV�WKDW�KDYH�EHHQ�PDLOHG�WR�\RX�

<RX�PD\�DOVR�HOHFW�WR�UHFHLYH�DOO�IXWXUH�UHSRUWV�LQ�SDSHU�IUHH�RI�FKDUJH��<RX�FDQ�LQIRUP�WKH�)XQG�RU�\RXU�¿QDQFLDO�LQWHUPHGLDU\�WKDW�
\RX�ZLVK�WR�FRQWLQXH�UHFHLYLQJ�SDSHU�FRSLHV�RI�\RXU�VKDUHKROGHU�UHSRUWV�E\�FRQWDFWLQJ�\RXU�¿QDQFLDO�LQWHUPHGLDU\�RU��LI�\RX�DUH�D�
GLUHFW�LQYHVWRU��E\�IROORZLQJ�WKH�LQVWUXFWLRQV�LQFOXGHG�ZLWK�SDSHU�)XQG�GRFXPHQWV��<RXU�HOHFWLRQ�WR�UHFHLYH�UHSRUWV�LQ�SDSHU�IRUP�
ZLOO�DSSO\�WR�DOO�IXQGV�KHOG�ZLWK�WKH�IXQG�FRPSOH[�RU�\RXU�¿QDQFLDO�LQWHUPHGLDU\�
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35263(&786�6800$5<
7KLV�VXPPDU\�GRHV�QRW�FRQWDLQ�DOO�RI�WKH�LQIRUPDWLRQ�WKDW�\RX�VKRXOG�FRQVLGHU�EHIRUH�LQYHVWLQJ�LQ�WKH�VKDUHV��<RX�VKRXOG�UHYLHZ�
WKH�PRUH�GHWDLOHG�LQIRUPDWLRQ�FRQWDLQHG�RU�LQFRUSRUDWHG�E\�UHIHUHQFH�LQ�WKLV�SURVSHFWXV��WKH�³3URVSHFWXV´��DQG�LQ�WKH�VWDWHPHQW�RI�
DGGLWLRQDO�LQIRUPDWLRQ��³6$,´���SDUWLFXODUO\�WKH�LQIRUPDWLRQ�VHW�IRUWK�XQGHU�WKH�KHDGLQJ�³5LVN�)DFWRUV�´

7KH�)XQG
$��$OWHUQDWLYH�&UHGLW� )XQG� �WKH� ³)XQG´�� LV� D� QHZO\� RUJDQL]HG�� FRQWLQXRXVO\� R൵HUHG�� QRQ�GLYHUVL¿HG�� FORVHG�HQG�PDQDJHPHQW�
LQYHVWPHQW�FRPSDQ\�UHJLVWHUHG�XQGHU�WKH�,QYHVWPHQW�&RPSDQ\�$FW�RI�������DV�DPHQGHG��WKH�³�����$FW´���7KH�)XQG�LV�DQ�LQWHUYDO�
IXQG�WKDW�ZLOO�R൵HU�WR�PDNH�TXDUWHUO\�UHSXUFKDVHV�RI�WKH�)XQG¶V�VKDUHV�DW�WKH�QHW�DVVHW�YDOXH��³1$9´��SHU�VKDUH��6HH�³Quarterly 
Repurchases of Shares�´

&ORVHG�(QG�)XQG�6WUXFWXUH��&ORVHG�HQG�IXQGV�GL൵HU�IURP�RSHQ�HQG�PDQDJHPHQW�LQYHVWPHQW�FRPSDQLHV��FRPPRQO\�UHIHUUHG�WR�
DV�PXWXDO�IXQGV��LQ�WKDW�FORVHG�HQG�IXQGV�GR�QRW�W\SLFDOO\�UHGHHP�WKHLU�VKDUHV�DW�WKH�RSWLRQ�RI�WKH�VKDUHKROGHU��5DWKHU��FORVHG�HQG�
IXQG�VKDUHV�W\SLFDOO\�WUDGH�LQ�WKH�VHFRQGDU\�PDUNHW�YLD�D�VWRFN�H[FKDQJH��8QOLNH�PDQ\�FORVHG�HQG�IXQGV��KRZHYHU��WKH�)XQG¶V�VKDUHV�
ZLOO�QRW�EH�OLVWHG�RQ�D�VWRFN�H[FKDQJH�DQG�DUH�VXEMHFW�WR�UHVWULFWLRQV�RQ�WUDQVIHU��,QVWHDG��WKH�)XQG�ZLOO�PDNH�TXDUWHUO\�UHSXUFKDVH�
R൵HUV�WR�VKDUHKROGHUV�E\�R൵HULQJ�WR�UHSXUFKDVH�QR�OHVV�WKDQ����RI�WKH�VKDUHV�RXWVWDQGLQJ�DW�1$9��ZKLFK�LV�GLVFXVVHG�LQ�PRUH�GHWDLO�
EHORZ��$Q�LQYHVWPHQW�LQ�WKH�)XQG�LV�VXLWDEOH�RQO\�IRU�LQYHVWRUV�ZKR�FDQ�EHDU�WKH�ULVNV�DVVRFLDWHG�ZLWK�WKH�TXDUWHUO\�UHSXUFKDVH�
R൵HU�DQG�VKRXOG�EH�YLHZHG�DV�D�ORQJ�WHUP�LQYHVWPHQW��7KH�)XQG��VLPLODU�WR�D�PXWXDO�IXQG��LV�VXEMHFW�WR�FRQWLQXRXV�DVVHW�LQ�ÀRZV��
DOWKRXJK�QRW�VXEMHFW�WR�WKH�FRQWLQXRXV�RXW�ÀRZV�

,QYHVWRU�6XLWDELOLW\��$Q�LQYHVWPHQW�LQ�WKH�)XQG�LQYROYHV�D�FRQVLGHUDEOH�DPRXQW�RI�ULVN��,W�LV�SRVVLEOH�WKDW�\RX�ZLOO�ORVH�PRQH\��$Q�
LQYHVWPHQW�LQ�WKH�)XQG�LV�VXLWDEOH�RQO\�IRU�LQYHVWRUV�ZKR�FDQ�EHDU�WKH�ULVNV�DVVRFLDWHG�ZLWK�WKH�OLPLWHG�OLTXLGLW\�RI�WKH�VKDUHV�DQG�
VKRXOG�EH�YLHZHG�DV�D�ORQJ�WHUP�LQYHVWPHQW��%HIRUH�PDNLQJ�\RXU�LQYHVWPHQW�GHFLVLRQ��\RX�VKRXOG��L��FRQVLGHU�WKH�VXLWDELOLW\�RI�WKLV�
LQYHVWPHQW�ZLWK�UHVSHFW�WR�\RXU�LQYHVWPHQW�REMHFWLYHV�DQG�SHUVRQDO�¿QDQFLDO�VLWXDWLRQ�DQG��LL��FRQVLGHU�IDFWRUV�VXFK�DV�\RXU�SHUVRQDO�
QHW�ZRUWK��LQFRPH��DJH��ULVN�WROHUDQFH�DQG�OLTXLGLW\�QHHGV�

,QYHVWPHQW�2EMHFWLYH�DQG�3ROLFLHV
,QYHVWPHQW�2EMHFWLYH��7KH�)XQG¶V�LQYHVWPHQW�REMHFWLYH�LV�WR�VHHN�WRWDO�UHWXUQ�WKURXJK�LQYHVWPHQWV�WKDW�R൵HU�UHJXODU�LQFRPH�RU�WKH�
SRWHQWLDO�IRU�SULFH�DSSUHFLDWLRQ�

,QYHVWPHQW�3ROLFLHV��7KH�)XQG�H[SHFWV�WR�LQYHVW�SULPDULO\�LQ�LQFRPH�JHQHUDWLQJ�DVVHWV�DQG�ZLOO�VHHN�WKH�EHVW�DYDLODEOH�ULVN�DGMXVWHG�
RSSRUWXQLWLHV�LQ�¿[HG�LQFRPH�WKDW�R൵HU�WKH�SRWHQWLDO�IRU�ERWK�VWDEOH��UHJXODU�FDVK�ÀRZV�DQG�SULFH�DSSUHFLDWLRQ��7KH�)XQG�ZLOO�LQYHVW��
XQGHU�QRUPDO�FLUFXPVWDQFHV��DW�OHDVW�����RI�LWV�QHW�DVVHWV��SOXV�DQ\�ERUURZLQJV�IRU�LQYHVWPHQW�SXUSRVHV���LQ�&UHGLW�,QYHVWPHQWV��
³&UHGLW� ,QYHVWPHQWV´�DUH�GH¿QHG�DV�VHFXULWLHV�DQG�RWKHU�¿[HG�LQFRPH�LQYHVWPHQWV� LQ�8�6��DQG�QRQ�8�6�� �LQFOXGLQJ�IRUHLJQ�DQG�
HPHUJLQJ�PDUNHWV��LVVXHUV�WKDW�LQFOXGH������FRUSRUDWH�GHEW�VHFXULWLHV�DQG�GHULYDWLYHV��LQFOXGLQJ�V\QGLFDWHG�ORDQV��FUHGLW�OLQNHG�QRWHV�
�³&/1V´��DQG�KLJK�\LHOG��³MXQN´��ERQGV��������WKH�GHEW�DQG�HTXLW\�WUDQFKHV�RI�FROODWHUDOL]HG�ORDQ�REOLJDWLRQV��³&/2V´�������ORDQV�
DQG�SULYDWHO\�SODFHG�GHEW�VHFXULWLHV�WKDW�DUH�GLUHFWO\�RULJLQDWHG�E\�WKH�)XQG�RU�SXUFKDVHG�IURP�RULJLQDWRUV��ZKLFK�PD\�EH�XQVHFXUHG�
RU�VHFXUHG������DVVHW�EDFNHG�VHFXULWLHV��³$%6´��EDFNHG�E\�SRROV�RI�FRQVXPHU�ORDQV��DXWR�ORDQV��VLQJOH�IDPLO\�UHQWDO�FDVK�ÀRZV��
FRPPHUFLDO� UHFHLYDEOHV��DQG�RWKHU�FROODWHUDO�� LQFOXGLQJ� ORDQV�RULJLQDWHG� WKURXJK�D�SHHU�WR�SHHU� OHQGLQJ�SODWIRUP������UHVLGHQWLDO�
PRUWJDJH�EDFNHG�VHFXULWLHV��³50%6´���DQG�����FRPPHUFLDO�PRUWJDJH�EDFNHG�VHFXULWLHV��³&0%6´���7KH�)XQG�PD\�DOVR�LQYHVW�LQ�
RWKHU�DVVHW�FODVVHV�DQG�HPSOR\�KHGJLQJ�VWUDWHJLHV�DV�GHVFULEHG�IXUWKHU�EHORZ�

7KH� )XQG�PD\� JDLQ� H[SRVXUH� WR� &UHGLW� ,QYHVWPHQWV� LQGLUHFWO\� WKURXJK� LQYHVWPHQWV� LQ� RWKHU� LQYHVWPHQW� FRPSDQLHV�� LQFOXGLQJ�
EXVLQHVV�GHYHORSPHQW�FRPSDQLHV��³%'&V´��DQG�H[FKDQJH�WUDGHG�IXQGV��³(7)V´���WKDW�PD\�EH�UHJLVWHUHG�XQGHU�WKH������$FW�RU�
UHO\�RQ�DQ�H[HPSWLRQ�IURP�UHJLVWUDWLRQ��³XQGHUO\LQJ�IXQGV´��DQG�UHDO�HVWDWH� LQYHVWPHQW� WUXVWV� �³5(,7V´�� WKDW�KROG�SRROV�RI�UHDO�
HVWDWH�ORDQV��7KH�)XQG�ZLOO�OLPLW�LWV�LQYHVWPHQWV�LQ�SULYDWH�HTXLW\�IXQGV�DQG�KHGJH�IXQGV�WKDW�DUH�H[FOXGHG�IURP�WKH�GH¿QLWLRQ�RI�
³LQYHVWPHQW�FRPSDQ\´�XQGHU�WKH������$FW�E\�6HFWLRQ���F�����RU���F�����RI�WKH������$FW�WR�QR�PRUH�WKDQ�����RI�LWV�QHW�DVVHWV��SOXV�
DQ\�ERUURZLQJV�IRU�LQYHVWPHQW�SXUSRVHV���7KH�)XQG�ZLOO�OLPLW�LWV�GLUHFW�LQYHVWPHQW�LQ�ORDQV�RULJLQDWHG�WKURXJK�D�SHHU�WR�SHHU�OHQGLQJ�
SODWIRUP�WR�QR�PRUH�WKDQ�����RI�WKH�LWV�QHW�DVVHWV�SOXV�DQ\�ERUURZLQJV�IRU�LQYHVWPHQW�SXUSRVHV���8S�WR�����RI�WKH�)XQG¶V�QHW�DVVHWV�
�SOXV�DQ\�ERUURZLQJV�IRU�LQYHVWPHQW�SXUSRVHV��PD\�EH�LQYHVWHG�LQ�HTXLWLHV��ZDUUDQWV�DQG�RWKHU�QRQ�¿[HG�LQFRPH�VHFXULWLHV��7KH�
)XQG�LQYHVWV�LQ�VHFXULWLHV�RI�LVVXHUV�ZLWKRXW�UHVWULFWLRQ�DV�WR�PDUNHW�FDSLWDOL]DWLRQ��FUHGLW�TXDOLW\��VWUXFWXUH�RU�PDWXULW\��7KH�PDMRULW\�
RI�WKH�)XQG¶V�LQYHVWPHQWV�ZLOO�EH�LQ�LQYHVWPHQWV�WKDW�DUH�QRW�SXEOLFO\�WUDGHG��RU�DUH�WUDGHG�LQ�RYHU�WKH�FRXQWHU�PDUNHWV�WKDW�KDYH�
OHVV�OLTXLGLW\�WKDQ�H[FKDQJH�WUDGHG�VHFXULWLHV��&RQVHTXHQWO\��DW�DQ\�WLPH��WKH�PDMRULW\�RI�WKH�)XQG¶V�LQYHVWPHQWV�ZLOO�EH�LOOLTXLG��,Q�
DGGLWLRQ��WKH�GHEW�VHFXULWLHV�WKDW�WKH�)XQG�LQYHVWV�LQ�ZLOO�SULPDULO\�EH�EHORZ�LQYHVWPHQW�JUDGH�RU�XQUDWHG�E\�UDWLQJ�DJHQFLHV�

7KH�)XQG�PD\�DOVR�LQYHVW�LQ�D�ZLGH�UDQJH�RI�RWKHU�8�6��DQG�QRQ�8�6��VHFXULWLHV��GHULYDWLYHV�DQG�¿QDQFLDO�LQVWUXPHQWV�WKDW�SURYLGH�
GLUHFW�RU�LQGLUHFW�H[SRVXUH�WR�&UHGLW�,QYHVWPHQWV��7KHVH�PD\�LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR�8�6��DQG�QRQ�8�6��SRVLWLRQV�LQ�

�� WRWDO�UHWXUQ�VZDSV�RQ�FRUSRUDWH�GHEW�LQGLFHV��LQFOXGLQJ�LQGLFHV�RI�KLJK�\LHOG�ERQGV�DQG�OHYHUDJHG�ORDQV��
�� RSWLRQV�RQ�FUHGLW�GHIDXOW�VZDSV��³&'6´���&'6�LQGLFHV��RU�RWKHU�GHEW�LQGLFHV�



  
�

�� WUHDVXU\�VHFXULWLHV��ORQJ�RU�VKRUW���DQG
�� DVVHW�EDFNHG�&'6�LQGLFHV��VXFK�DV�&0%;��ORQJ�RU�VKRUW�

7KH�)XQG�PD\�HPSOR\�OHYHUDJH��LQFOXGLQJ�ERUURZLQJ�IURP�EDQNV�LQ�DQ�DPRXQW�RI�XS�WR���������RI�WKH�)XQG¶V�DVVHWV��GH¿QHG�DV�QHW�
DVVHWV�SOXV�ERUURZLQJV���7KH�)XQG�LV�DXWKRUL]HG�WR�ERUURZ�PRQH\�RU�LVVXH�VKDUHV�RI�SUHIHUUHG�VWRFN�LQ�FRQQHFWLRQ�ZLWK�LWV�LQYHVWPHQW�
DFWLYLWLHV��WR�VDWLVI\�UHSXUFKDVH�UHTXHVWV�IURP�)XQG�VKDUHKROGHUV��DQG�WR�RWKHUZLVH�SURYLGH�WKH�)XQG�ZLWK�WHPSRUDU\�OLTXLGLW\�

,QYHVWPHQW�6WUDWHJ\�DQG�&ULWHULD�8VHG�LQ�6HOHFWLQJ�,QYHVWPHQWV
$��)LQDQFLDO�,QYHVWPHQWV��//&��WKH�³$GYLVHU´��VHUYHV�DV�WKH�)XQG¶V�LQYHVWPHQW�DGYLVHU��7KH�$GYLVHU�XWLOL]HV�ERWK�TXDOLWDWLYH�DQG�
TXDQWLWDWLYH�DVVHVVPHQWV�LQ�WKH�DVVHW�VHOHFWLRQ�SURFHVV��7KH�)XQG�EHOLHYHV�WKDW�WKH�$GYLVHU¶V�UHODWLRQVKLSV�DQG�QHWZRUN�RI�EDQNV��
GHDOHUV��RULJLQDWRUV�DQG� LWV�RZQ�GHDO�JHQHUDWLQJ�VWUDWHJLHV�FUHDWH�RSSRUWXQLWLHV� WR�GHSOR\�FDSLWDO�DFURVV�D�EURDG� UDQJH�RI�&UHGLW�
,QYHVWPHQWV�� ,W�DOVR�DQWLFLSDWHV�GLUHFWO\�RULJLQDWLQJ�ORDQV�DQG�SULYDWH�SODFHPHQWV� WKDW�DUH�FRQVLVWHQW�ZLWK� WKH�)XQG¶V� LQYHVWPHQW�
REMHFWLYH�DQG�SROLFLHV��,Q�VHOHFWLQJ�VHFXULWLHV�RU�RWKHU�LQYHVWPHQWV�IRU�WKH�)XQG¶V�SRUWIROLR��WKH�$GYLVHU�HYDOXDWHV�DQ�LQYHVWPHQW�
EDVHG�RQ�VHYHUDO�IDFWRUV��ZKLFK�PD\�LQFOXGH�FUHGLW�TXDOLW\��VWUXFWXUH��FRQVLVWHQF\�DQG�GXUDELOLW\�RI�LQFRPH��WKH�SRWHQWLDO�IRU�SULFH�
DSSUHFLDWLRQ�DQG�RSSRUWXQLWLHV�IRU�ULVN�DGMXVWHG�UHWXUQ�RYHU�D�FRPSOHWH�PDUNHW�F\FOH��7KH�$GYLVHU�PD\�VHOO�RU�GLVSRVH�RI�D�VHFXULW\�
RU�LQYHVWPHQW�LI�LW�QR�ORQJHU�PHHWV�LWV�FULWHULD�IRU�FUHGLW�TXDOLW\��LQFRPH�JHQHUDWLRQ�RU�SULFH�DSSUHFLDWLRQ�RU�LV�GHWHUPLQHG�WR�QR�ORQJHU�
EH�VXLWDEOH�IRU�WKH�)XQG¶V�SRUWIROLR��,Q�DGGLWLRQ�WR�KHOSLQJ�WKH�)XQG�LGHQWLI\�DWWUDFWLYH�VHFWRUV�DQG�DVVHWV�ZLWKLQ�WKRVH�VHFWRUV��WKH�
$GYLVHU¶V�LQYHVWPHQW�SURFHVVHV�ZLOO�DOVR�LQIRUP�WKH�)XQG¶V�KHGJLQJ��¿QDQFLQJ��DQG�OLTXLGLW\�PDQDJHPHQW�VWUDWHJLHV�

See “,QYHVWPHQW�2EMHFWLYHV��3ROLFLHV� DQG�6WUDWHJLHV´� IRU� IXUWKHU� LQIRUPDWLRQ� RQ� WKH�)XQG¶V� LQYHVWPHQW� VWUDWHJLHV� DQG�SRUWIROLR�
FRPSRVLWLRQ��7KH�)XQG¶V�LQYHVWPHQW�REMHFWLYH��QRQ�IXQGDPHQWDO�SROLFLHV�DQG�VWUDWHJLHV��LQFOXGLQJ�LWV�WDUJHWHG�DVVHW�FODVVHV��PD\�EH�
FKDQJHG�IURP�WLPH�WR�WLPH�ZLWKRXW�D�YRWH�RI�WKH�)XQG¶V�VKDUHKROGHUV�

6XPPDU\�RI�5LVNV
,QYHVWLQJ�LQ�WKH�)XQG�LQYROYHV�ULVNV��LQFOXGLQJ�WKH�ULVN�WKDW�\RX�PD\�UHFHLYH�OLWWOH�RU�QR�UHWXUQ�RQ�\RXU�LQYHVWPHQW�RU�WKDW�\RX�PD\�
ORVH�SDUW�RU�DOO�RI�\RXU�LQYHVWPHQW��7KHUHIRUH��EHIRUH�LQYHVWLQJ�\RX�VKRXOG�FRQVLGHU�FDUHIXOO\�WKH�ULVNV�WKDW�\RX�DVVXPH�ZKHQ�\RX�
LQYHVW�LQ�WKH�)XQG¶V�VKDUHV��7KH�IROORZLQJ�LV�RQO\�D�VXPPDU\�RI�FHUWDLQ�RI�WKHVH�ULVNV��VHH�³5LVN�)DFWRUV´�IRU�IXUWKHU�LQIRUPDWLRQ�RQ�
WKH�)XQG¶V�SULQFLSDO�LQYHVWPHQW�ULVNV��7KHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�WKH�RUGHU�RI�ULVNV�EHORZ�VKRXOG�EH�WDNHQ�DV�DQ�LQGLFDWLRQ�RI�
WKH�SRWHQWLDO�PDJQLWXGH�RU�SUREDELOLW\�RI�WKH�SRVVLEOH�FRQVHTXHQFHV�RI�WKH�ULVNV�VXPPDUL]HG�EHORZ�

Alternative Investments Risk.�7KH� )XQG� LQWHQGV� WR� LQYHVW� D�PDMRULW\� RI� LWV� DVVHWV� LQ� ³DOWHUQDWLYH� LQYHVWPHQWV�´�ZKLFK� LQFOXGH�
QRQ�WUDGLWLRQDO� &UHGLW� ,QYHVWPHQWV� DQG� VPDOOHU� VHJPHQWV� RI� WKH� GHEW�PDUNHWV�� DOVR� NQRZQ� DV� QLFKH� RU� HVRWHULF� GHEW� SURGXFWV��
$OWHUQDWLYH� LQYHVWPHQWV�SURYLGH� OLPLWHG� OLTXLGLW\� DQG� LQFOXGH�� DPRQJ�RWKHU� WKLQJV�� WKH� ULVNV� LQKHUHQW� LQ� LQYHVWLQJ� LQ� VHFXULWLHV��
IXWXUHV��FRPPRGLWLHV�DQG�GHULYDWLYHV��XVLQJ�OHYHUDJH�DQG�HQJDJLQJ�LQ�VKRUW�VDOHV��$Q�LQYHVWPHQW�LQ�DOWHUQDWLYH�LQYHVWPHQW�SURGXFWV�
LV�VSHFXODWLYH��LQYROYHV�VXEVWDQWLDO�ULVNV��DQG�VKRXOG�QRW�FRQVWLWXWH�D�FRPSOHWH�LQYHVWPHQW�SURJUDP�

Credit Risk��,VVXHUV�RI�GHEW�VHFXULWLHV�KHOG�E\�WKH�)XQG�PD\�QRW�PDNH�VFKHGXOHG�LQWHUHVW�DQG�SULQFLSDO�SD\PHQWV��UHVXOWLQJ�LQ�ORVVHV�
WR�WKH�)XQG��,Q�DGGLWLRQ��WKH�FUHGLW�TXDOLW\��DQG�RU�FUHGLW�UDWLQJ��RI�D�GHEW�VHFXULWLHV�KHOG�E\�WKH�)XQG�PD\�GHFOLQH�LI�WKH�DSSOLFDEOH�
LVVXHU¶V�¿QDQFLDO�FRQGLWLRQ�FKDQJHV��ZKLFK�PD\�OHDG�WR�D�GHFOLQH�LQ�WKH�PDUNHW�SULFH�RI�VXFK�LQYHVWPHQW�

Market Risk��$Q�LQYHVWPHQW�LQ�WKH�)XQG¶V�VKDUHV�LV�VXEMHFW� WR�LQYHVWPHQW�ULVN�� LQFOXGLQJ�WKH�SRVVLEOH�ORVV�RI�WKH�HQWLUH�DPRXQW�
LQYHVWHG��$Q�LQYHVWPHQW�LQ�WKH�)XQG¶V�VKDUHV�UHSUHVHQWV�DQ�LQGLUHFW�LQYHVWPHQW�LQ�WKH�LQYHVWPHQW�RZQHG�E\�WKH�)XQG��7KH�YDOXH�RI�
WKHVH�VHFXULWLHV��OLNH�RWKHU�PDUNHW�LQYHVWPHQWV��PD\�PRYH�XS�RU�GRZQ��VRPHWLPHV�UDSLGO\�DQG�XQSUHGLFWDEO\�

Interest Rate Risk��7\SLFDOO\��D�ULVH�LQ�LQWHUHVW�UDWHV�FDXVHV�D�GHFOLQH�LQ�WKH�YDOXH�RI�¿[HG�LQFRPH�VHFXULWLHV�

Insurance Risk. 7KH�)XQG�GRHV�QRW�FXUUHQWO\�LQWHQG�WR�DWWHPSW�WR�LQVXUH�LWV�LQYHVWPHQWV�RU�WKH�FROODWHUDO�VXSSRUWLQJ�LWV�LQYHVWPHQWV��
$GGLWLRQDOO\��PDQ\�RI�WKH�)XQG¶V�LQYHVWPHQWV�PD\�EH�DVVRFLDWHG�ZLWK�ORDQV�WKDW�PD\�EH�GHHPHG�XQVHFXUHG�REOLJDWLRQV�RI�ERUURZHUV�
DQG�QRW�LQVXUHG�E\�DQ\�WKLUG�SDUW\��6KRXOG�DQ\�W\SH�RI�XQLQVXUHG�ORVV�RFFXU��WKH�ERUURZHU�FRXOG�ORVH�LWV�LQYHVWPHQW�LQ��DQG�DQWLFLSDWHG�
SUR¿WV�DQG�FDVK�ÀRZV�IURP��WKH�XQGHUO\LQJ�DVVHWV�WR�WKH�ORDQV�DQG�DV�D�UHVXOW�DGYHUVHO\�D൵HFW�WKH�)XQG¶V�LQYHVWPHQW�SHUIRUPDQFH��
(YHQ�LI�DVVHWV�DVVRFLDWHG�ZLWK�WKH�)XQG¶V�LQYHVWPHQWV�DUH�LQVXUHG��WKH�LQVXUDQFH�FRXOG�EH�LQDGHTXDWH�RU�VXEMHFW�WR�YDULRXV�SROLF\�
UHVWULFWLRQV��OLPLWDWLRQV��DQG�GHGXFWLEOHV��)XUWKHUPRUH��LQVXUDQFH�SURYLGHUV�FDQ�IDLO��FDXVLQJ�¿QDQFLDO�ORVV��OLWLJDWLRQ��DQG�GHOD\V�LQ�
SD\PHQW�WKDW�FRXOG�DGYHUVHO\�D൵HFW�WKH�)XQG¶V�LQYHVWPHQW�SHUIRUPDQFH�

Inadequate Collateral Risk. 7R�WKH�H[WHQW�D�&UHGLW�,QYHVWPHQW�LV�VHFXUHG��WKHUH�FDQ�EH�QR�DVVXUDQFH�DV�WR�WKH�DPRXQW�RI�DQ\�IXQGV�
WKDW�PD\�EH�UHDOL]HG�IURP�UHFRYHULQJ�DQG�OLTXLGDWLQJ�DQ\�FROODWHUDO�RU�WKH�WLPLQJ�RI�VXFK�UHFRYHU\�DQG�OLTXLGDWLRQ�DQG�KHQFH�WKHUH�
LV�QR�DVVXUDQFH�WKDW�VX൶FLHQW�IXQGV��RU��SRVVLEO\��DQ\�IXQGV��ZLOO�EH�DYDLODEOH�WR�R൵VHW�DQ\�SD\PHQW�GHIDXOWV�WKDW�RFFXU�XQGHU�WKH�
&UHGLW� ,QYHVWPHQW��)RU�H[DPSOH��ZLWK�UHVSHFW� WR� UHDO�HVWDWH�UHODWHG� ORDQV�� WKH�UHDO�SURSHUW\�VHFXULW\�IRU� WKH� ORDQ�PD\�GHFOLQH� LQ�
YDOXH��ZKLFK�FRXOG�UHVXOW�LQ�WKH�ORDQ�DPRXQW�EHLQJ�JUHDWHU�WKDQ�WKH�SURSHUW\�YDOXH�DQG�WKHUHIRUH�LQFUHDVH�WKH�OLNHOLKRRG�RI�ERUURZHU�
GHIDXOW��,Q�DGGLWLRQ��LI�LW�EHFRPHV�QHFHVVDU\�WR�UHFRYHU�DQG�OLTXLGDWH�DQ\�FROODWHUDO�ZLWK�UHVSHFW�WR�D�VHFXUHG�&UHGLW�,QYHVWPHQW��LW�
PD\�EH�GL൶FXOW�WR�VHOO�VXFK�FROODWHUDO�DQG�WKHUH�ZLOO�OLNHO\�EH�DVVRFLDWHG�FRVWV�WKDW�ZRXOG�UHGXFH�WKH�DPRXQW�RI�IXQGV�RWKHUZLVH�
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DYDLODEOH�WR�R൵VHW�WKH�SD\PHQWV�GXH�XQGHU�WKH�ORDQ��$Q�LQYHVWPHQW�PD\�UHSUHVHQW�DQ�LQGLUHFW�RZQHUVKLS�RU�OLHQ�RQ�FROODWHUDO�WKDW�PD\�
KDYH�QR�YDOXH��$V�D�UHVXOW��DQ\�LQYHVWPHQW�SURGXFW�ZLWK�FROODWHUDO�PD\�EH�XQVHFXUHG��7KH�YDOXH�RI�WKH�FROODWHUDO�PD\��DW�DQ\�SRLQW��
EH�ZRUWK�OHVV�WKDQ�WKH�YDOXH�RI�WKH�RULJLQDO�LQYHVWPHQW�

Collateral Liquidation Risk.�&ROODWHUDO�RQ�ORDQ�LQVWUXPHQWV�PD\�FRQVLVW�RI�DVVHWV�WKDW�PD\�QRW�EH�UHDGLO\�OLTXLGDWHG��DQG�WKHUH�FDQ�
EH�QR�JXDUDQWHH�WKDW�WKH�FROODWHUDO�FDQ�EH�OLTXLGDWHG�DQG�DQ\�FRVWV�DVVRFLDWHG�ZLWK�VXFK�OLTXLGDWLRQ�FRXOG�UHGXFH�RU�HOLPLQDWH�WKH�
DPRXQW�RI�IXQGV�RWKHUZLVH�DYDLODEOH�WR�R൵VHW�WKH�SD\PHQWV�GXH�XQGHU�WKH�ORDQ��$GGLWLRQDOO\��FROODWHUDO�PLJKW�EH�VXEMHFW�WR�SULFH�
YRODWLOLW\��PDNLQJ�LW�GL൶FXOW�WR�SUHGLFW�OLTXLGDWLRQ�SURFHHGV��,W�LV�DOVR�SRVVLEOH�WKDW�WKH�VDPH�FROODWHUDO�FRXOG�VHFXUH�PXOWLSOH�ORDQV��
LQ�ZKLFK�FDVH�WKH�OLTXLGDWLRQ�SURFHHGV�RI�WKH�FROODWHUDO�PD\�EH�LQVX൶FLHQW�WR�FRYHU�WKH�SD\PHQWV�GXH�RQ�DOO�WKH�ORDQV�VHFXUHG�E\�
WKDW�FROODWHUDO�

Direct Lending/Origination Risk��7R�WKH�H[WHQW�WKH�)XQG�LV�WKH�VROH�OHQGHU�LQ�SULYDWHO\�R൵HUHG�GHEW��LW�PD\�EH�VROHO\�UHVSRQVLEOH�
IRU�WKH�H[SHQVH�RI�VHUYLFLQJ�WKDW�GHEW��LQFOXGLQJ��LI�QHFHVVDU\��WDNLQJ�OHJDO�DFWLRQV�WR�IRUHFORVH�RQ�DQ\�VHFXULW\�LQVWUXPHQW�VHFXULQJ�
WKH�GHEW��H�J���WKH�PRUWJDJH�RU��LQ�WKH�FDVH�RI�D�PH]]DQLQH�ORDQ��WKH�SOHGJH���7KLV�PD\�LQFUHDVH�WKH�ULVN�DQG�H[SHQVH�WR�WKH�)XQG�
FRPSDUHG�WR�V\QGLFDWHG�RU�SXEOLFO\�R൵HUHG�GHEW��7KH�)XQG�PD\�RULJLQDWH�FHUWDLQ�RI�LWV�LQYHVWPHQWV�ZLWK�WKH�H[SHFWDWLRQ�RI�ODWHU�
V\QGLFDWLQJ�D�SRUWLRQ�RI�VXFK�LQYHVWPHQW�WR�WKLUG�SDUWLHV��3ULRU�WR�VXFK�V\QGLFDWLRQ��RU�LI�VXFK�V\QGLFDWLRQ�LV�QRW�VXFFHVVIXO�� WKH�
)XQG¶V�H[SRVXUH�WR�WKH�RULJLQDWHG�LQYHVWPHQW�PD\�H[FHHG�WKH�H[SRVXUH�WKDW�WKH�$GYLVHU�LQWHQGHG�WR�KDYH�RYHU�WKH�ORQJ�WHUP�RU�
ZRXOG�KDYH�KDG�KDG�LW�SXUFKDVHG�VXFK�LQYHVWPHQW�LQ�WKH�VHFRQGDU\�PDUNHW�UDWKHU�WKDQ�RULJLQDWLQJ�LW�

$� SRUWLRQ� RI� WKH�)XQG¶V� LQYHVWPHQWV�PD\� EH� GLUHFWO\� RULJLQDWHG��7KH�)XQG¶V� LQDELOLW\� WR� UDLVH� FDSLWDO� DQG� WKH� ULVN� RI� SRUWIROLR�
FRPSDQ\�GHIDXOWV�PD\�PDWHULDOO\�DQG�DGYHUVHO\�D൵HFW�WKH�)XQG¶V�LQYHVWPHQW�RULJLQDWLRQV��EXVLQHVV��OLTXLGLW\��¿QDQFLDO�FRQGLWLRQ��
UHVXOWV�RI�RSHUDWLRQV�DQG�LWV�DELOLW\�WR�PDNH�GLVWULEXWLRQV�WR�LWV�VKDUHKROGHUV��7KH�)XQG�PD\�RULJLQDWH�RU�DFTXLUH�FHUWDLQ�LQYHVWPHQWV�
ZLWK�WKH�H[SHFWDWLRQ�WKDW�WKH�ORDQ�ZLOO�PDNH�SD\PHQWV�LQ�NLQG�RU�GHIDXOW�DQG�ERUURZHUV�ZLOO�IRUIHLW�DVVHWV�DQG�WKH�)XQG�PD\�FROOHFW�
DPHQGPHQW�IHHV�

Failure or Inability to Perfect a Security Interest Risk. ,Q�WKH�HYHQW�WKDW�D�ERUURZHU�EHFRPHV�EDQNUXSW�RU�LQVROYHQW��WKH�)XQG�PD\�
H[SHFW�SULRULW\�RYHU�RWKHU�FUHGLWRUV�EDVHG�RQ�D�SHUIHFWHG�VHFXULW\�LQWHUHVW��7KH�IDLOXUH�WR�SHUIHFW�D�VHFXULW\�LQWHUHVW�GXH�WR�IDXOW\�
GRFXPHQWDWLRQ�RU�IDXOW\�R൶FLDO�¿OLQJV�FRXOG�OHDG�WR�WKH�LQYDOLGDWLRQ�RI�WKH�)XQG¶V�VHFXULW\�LQWHUHVW�LQ�ORDQ�FROODWHUDO��,I�WKH�)XQG¶V�
VHFXULW\� LQWHUHVW� LQ� ORDQ�FROODWHUDO� LV� LQYDOLGDWHG�RU� WKH� ORDQ� LV� VXERUGLQDWHG� WR�RWKHU�GHEW�RI�D�ERUURZHU� LQ�EDQNUXSWF\�RU�RWKHU�
SURFHHGLQJV��WKH�)XQG�ZRXOG�KDYH�VXEVWDQWLDOO\�ORZHU�UHFRYHU\��DQG�SHUKDSV�QR�UHFRYHU\��RQ�WKH�IXOO�DPRXQW�RI�WKH�SULQFLSDO�DQG�
LQWHUHVW�GXH�RQ�WKH�ORDQ�

Foreign Investment Risk.� )RUHLJQ� LQYHVWLQJ� LQYROYHV� ULVNV� QRW� W\SLFDOO\� DVVRFLDWHG� ZLWK� 8�6�� LQYHVWPHQWV�� LQFOXGLQJ� DGYHUVH�
ÀXFWXDWLRQV�LQ�IRUHLJQ�FXUUHQF\�YDOXHV��DGYHUVH�SROLWLFDO��VRFLDO�DQG�HFRQRPLF�GHYHORSPHQWV��OHVV�OLTXLGLW\��JUHDWHU�YRODWLOLW\��OHVV�
GHYHORSHG�RU�OHVV�H൶FLHQW�WUDGLQJ�PDUNHWV��SROLWLFDO�LQVWDELOLW\�DQG�GL൵HULQJ�DXGLWLQJ�DQG�OHJDO�VWDQGDUGV��,QYHVWLQJ�LQ�HPHUJLQJ�
PDUNHWV� LPSRVHV� ULVNV�GL൵HUHQW� IURP��RU�JUHDWHU� WKDQ�� ULVNV�RI� LQYHVWLQJ� LQ� IRUHLJQ�GHYHORSHG�FRXQWULHV��7KH�)XQG�FRQVLGHUV�DQ�
HPHUJLQJ�PDUNHW�FRXQWU\�WR�EH�D�FRXQWU\�UHSUHVHQWHG�LQ�WKH�06&,�(PHUJLQJ�0DUNHWV�,QGH[�RU�KDYLQJ�SHU�FDSLWD�LQFRPH�LQ�WKH�ORZ�
WR�PLGGOH�UDQJHV��DV�GH¿QHG�E\�WKH�:RUOG�%DQN�

Emerging Markets Securities Risk. 7KH�)XQG�PD\�LQYHVW��GLUHFWO\�RU�LQGLUHFWO\��LQ�LVVXHUV�GRPLFLOHG�LQ�HPHUJLQJ�PDUNHWV��,QYHVWLQJ�
LQ� HPHUJLQJ�PDUNHW� VHFXULWLHV� LPSRVHV� ULVNV� GL൵HUHQW� IURP�� RU� JUHDWHU� WKDQ�� ULVNV� RI� LQYHVWLQJ� LQ� IRUHLJQ� GHYHORSHG� FRXQWULHV��
7KHVH� ULVNV� LQFOXGH� �L�� WKH� VPDOOHU�PDUNHW� FDSLWDOL]DWLRQ�RI� VHFXULWLHV�PDUNHWV��ZKLFK�PD\� VX൵HU�SHULRGV�RI� UHODWLYH� LOOLTXLGLW\��
�LL�� VLJQL¿FDQW� SULFH� YRODWLOLW\�� �LLL�� UHVWULFWLRQV� RQ� IRUHLJQ� LQYHVWPHQW�� DQG� �LY�� SRVVLEOH� UHSDWULDWLRQ� RI� LQYHVWPHQW� LQFRPH� DQG�
FDSLWDO��,Q�DGGLWLRQ��IRUHLJQ�LQYHVWRUV�PD\�EH�UHTXLUHG�WR�UHJLVWHU�WKH�SURFHHGV�RI�VDOHV��DQG�IXWXUH�HFRQRPLF�RU�SROLWLFDO�FULVHV�FRXOG�
OHDG�WR�SULFH�FRQWUROV��IRUFHG�PHUJHUV��H[SURSULDWLRQ�RU�FRQ¿VFDWRU\�WD[DWLRQ��VHL]XUH��QDWLRQDOL]DWLRQ��RU�WKH�FUHDWLRQ�RI�JRYHUQPHQW�
PRQRSROLHV�

REIT Risk. 5(,7V�DUH�VXEMHFW�WR�ULVNV�VLPLODU�WR�WKRVH�RI�GLUHFW�LQYHVWPHQWV�LQ�UHDO�HVWDWH�DQG�WKH�UHDO�HVWDWH�LQGXVWU\�LQ�JHQHUDO��
LQFOXGLQJ��DPRQJ�RWKHU�ULVNV��JHQHUDO�DQG�ORFDO�HFRQRPLF�FRQGLWLRQV��FKDQJHV�LQ�LQWHUHVW�UDWHV��GHFOLQHV�LQ�SURSHUW\�YDOXHV��GHIDXOWV�
E\�PRUWJDJRUV�RU�RWKHU�ERUURZHUV�DQG�WHQDQWV��LQFUHDVHV�LQ�SURSHUW\�WD[HV�DQG�RWKHU�RSHUDWLQJ�H[SHQVHV��RYHUEXLOGLQJ�LQ�WKHLU�VHFWRU�
RI� WKH�UHDO�HVWDWH�PDUNHW��ÀXFWXDWLRQV� LQ�UHQWDO� LQFRPH�� ODFN�RI�DYDLODELOLW\�RI�PRUWJDJH�IXQGV�RU�¿QDQFLQJ��H[WHQGHG�YDFDQFLHV�
RI�SURSHUWLHV�� HVSHFLDOO\�GXULQJ�HFRQRPLF�GRZQWXUQV�� FKDQJHV� LQ� WD[�DQG� UHJXODWRU\� UHTXLUHPHQWV�� ORVVHV�GXH� WR�HQYLURQPHQWDO�
OLDELOLWLHV��RU�FDVXDOW\�RU�FRQGHPQDWLRQ�ORVVHV��5(,7V�DOVR�DUH�GHSHQGHQW�XSRQ�WKH�VNLOOV�RI�WKHLU�PDQDJHUV�DQG�DUH�VXEMHFW�WR�KHDY\�
FDVK�ÀRZ�GHSHQGHQF\�RU�VHOI�OLTXLGDWLRQ�

Foreign Currency Risk.�,QYHVWPHQWV�KHOG�E\�WKH�)XQG�DQG�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV�VXEMHFW�WKH�)XQG�WR�IRUHLJQ�FXUUHQF\�
ULVN�DULVLQJ�IURP�ÀXFWXDWLRQV�LQ�H[FKDQJH�UDWHV�EHWZHHQ�VXFK�IRUHLJQ�FXUUHQFLHV�DQG�WKH�8�6��GROODU��:KLOH�WKH�$GYLVHU�PD\�DWWHPSW�
WR�KHGJH�WKH�)XQG¶V�IRUHLJQ�FXUUHQF\�H[SRVXUH��WKH�)XQG�PD\�QRW�DOZD\V�FKRRVH�WR�KHGJH�VXFK�H[SRVXUH��RU�PD\�QRW�EH�DEOH�WR�
KHGJH�VXFK�H[SRVXUH�

Geographic Focus Risk��7KH�)XQG�PD\�VHHN�WR�EXLOG�D�JHRJUDSKLFDOO\�GLYHUVH�SRUWIROLR��ZLWK�DVVHWV�FXUUHQWO\�IRFXVHG�SULPDULO\�
LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD�DQG�(XURSH��7KH�)XQG�LV�QRW�VXEMHFW�WR�DQ\�JHRJUDSKLF�UHVWULFWLRQV�ZKHQ�LQYHVWLQJ�DQG��WKHUHIRUH��
FRXOG�IRFXV�LWV�LQYHVWPHQWV�LQ�D�SDUWLFXODU�JHRJUDSKLF�UHJLRQ��ZKHWKHU�LQ�WKH�8�6��RU�DEURDG��$�JHRJUDSKLF�IRFXV�LQ�D�SDUWLFXODU�
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UHJLRQ�PD\�H[SRVH�WKH�)XQG�WR�DQ�LQFUHDVHG�ULVN�RI�ORVV�GXH�WR�ULVNV�DVVRFLDWHG�ZLWK�WKDW�UHJLRQ��&HUWDLQ�UHJLRQV�IURP�WLPH�WR�WLPH�
ZLOO�H[SHULHQFH�ZHDNHU�HFRQRPLF�FRQGLWLRQV�WKDQ�RWKHUV�DQG��FRQVHTXHQWO\��ZLOO�OLNHO\�H[SHULHQFH�KLJKHU�UDWHV�RI�GHOLQTXHQF\�DQG�
ORVV�WKDQ�RQ�VLPLODU�LQYHVWPHQWV�DFURVV�WKH�JHRJUDSKLF�UHJLRQV�WR�ZKLFK�WKH�)XQG�LV�H[SRVHG�

Investment Liquidity Risk. ,QYHVWPHQW� OLTXLGLW\� ULVN� H[LVWV�ZKHQ�SDUWLFXODU� LQYHVWPHQWV� RI� WKH�)XQG�ZRXOG�EH�GL൶FXOW� WR� VHOO��
SRVVLEO\�SUHYHQWLQJ�WKH�)XQG�IURP�VHOOLQJ�VXFK�LOOLTXLG�LQYHVWPHQWV�DW�DQ�DGYDQWDJHRXV�WLPH�RU�SULFH��RU�SRVVLEO\�UHTXLULQJ�WKH�
)XQG�WR�GLVSRVH�RI�RWKHU�LQYHVWPHQWV�DW�XQIDYRUDEOH�WLPHV�RU�SULFHV��0RVW�RI�WKH�)XQG¶V�ORDQ�DVVHWV�DUH�QRW�OLTXLG��7KLV�LQFOXGHV��
ZLWKRXW� OLPLWDWLRQ�� WKH�)XQG¶V� LQYHVWPHQWV� LQ�V\QGLFDWHG� ORDQV��SULYDWH�SODFHPHQWV�� UHVLGHQWLDO�DQG�FRPPHUFLDO�PRUWJDJH� ORDQV��
FRQVXPHU�ORDQV��FRPPHUFLDO�ORDQV��SULYDWH�SODFHPHQWV��PDUNHWSODFH�ORDQV�DQG�FROODWHUDOL]HG�ORDQV��0DQ\�RI�WKH�)XQG¶V�LQYHVWPHQWV��
LQFOXGLQJ�LWV�LQYHVWPHQWV�LQ�50%6��&0%6��$%6��&/1V��KLJK�\LHOG�ERQGV��GHULYDWLYHV��IRUHLJQ�LQYHVWPHQWV�DQG�&/2V�PD\�DOVR�QRW�
EH�OLTXLG��$V�D�UHVXOW��WKH�)XQG�PD\�KDYH�GL൶FXOW\�VHOOLQJ�PDQ\�RI�LWV�LQYHVWPHQWV�LQ�DOO�RI�WKHVH��DQG�RWKHU��VHFWRUV��7KH�ODFN�RI�D�
OLTXLG�PDUNHW�IRU�WKH�)XQG¶V�LQYHVWPHQWV�FRXOG�GHFUHDVH�WKH�)XQG¶V�1$9��7KHUH�PD\�EH�D�PDUNHW�IRU�WKH�)XQG¶V�DVVHWV�RU�FROODWHUDO�
XQGHUO\LQJ�WKRVH�DVVHWV�WKDW�FHDVHV�WR�IXQFWLRQ�RU�LV�QRW�D�UHOLDEOH�VRXUFH�RI�OLTXLGLW\�

Private Markets Risk. 7KH�VHFXULWLHV�LQ�ZKLFK�WKH�)XQG��GLUHFWO\�RU�LQGLUHFWO\��PD\�LQYHVW� LQFOXGH�SULYDWHO\�LVVXHG�VHFXULWLHV�RI�
ERWK�SXEOLF�DQG�SULYDWH�FRPSDQLHV��3ULYDWH�VHFXULWLHV�KDYH�DGGLWLRQDO�ULVN�FRQVLGHUDWLRQV�WKDQ�LQYHVWPHQWV�LQ�FRPSDUDEOH�SXEOLF�
LQYHVWPHQWV��:KHQHYHU�WKH�)XQG�LQYHVWV�LQ�FRPSDQLHV�WKDW�GR�QRW�SXEOLFO\�UHSRUW�¿QDQFLDO�DQG�RWKHU�PDWHULDO�LQIRUPDWLRQ��LW�DVVXPHV�
D�JUHDWHU�GHJUHH�RI�LQYHVWPHQW�ULVN�DQG�UHOLDQFH�XSRQ�WKH�$GYLVHU¶V�DELOLW\�WR�REWDLQ�DQG�HYDOXDWH�DSSOLFDEOH�LQIRUPDWLRQ�FRQFHUQLQJ�
VXFK�FRPSDQLHV¶�FUHGLWZRUWKLQHVV�DQG�RWKHU�LQYHVWPHQW�FRQVLGHUDWLRQV��&HUWDLQ�SULYDWH�VHFXULWLHV�PD\�EH�LOOLTXLG��%HFDXVH�WKHUH�LV�
RIWHQ�QR�UHDGLO\�DYDLODEOH�WUDGLQJ�PDUNHW�IRU�SULYDWH�VHFXULWLHV��WKH�)XQG�PD\�QRW�EH�DEOH�WR�UHDGLO\�GLVSRVH�RI�VXFK�LQYHVWPHQWV�DW�
SULFHV�WKDW�DSSUR[LPDWH�WKRVH�DW�ZKLFK�WKH�)XQG�FRXOG�VHOO�WKHP�LI�WKH\�ZHUH�PRUH�ZLGHO\�WUDGHG��3ULYDWH�VHFXULWLHV�WKDW�DUH�GHEW�
VHFXULWLHV�JHQHUDOO\�DUH�RI�EHORZ�LQYHVWPHQW�JUDGH�TXDOLW\��IUHTXHQWO\�DUH�XQUDWHG�DQG�SUHVHQW�PDQ\�RI�WKH�VDPH�ULVNV�DV�LQYHVWLQJ�LQ�
EHORZ�LQYHVWPHQW�JUDGH�SXEOLF�GHEW�VHFXULWLHV��,QYHVWLQJ�LQ�SULYDWH�GHEW�LQVWUXPHQWV�LV�D�KLJKO\�VSHFLDOL]HG�LQYHVWPHQW�SUDFWLFH�WKDW�
GHSHQGV�PRUH�KHDYLO\�RQ�LQGHSHQGHQW�FUHGLW�DQDO\VLV�WKDQ�LQYHVWPHQWV�LQ�RWKHU�W\SHV�RI�REOLJDWLRQV��7KH�ODFN�RI�D�OLTXLG�PDUNHW�IRU�
SULYDWH�LQYHVWPHQWV�FRXOG�GHFUHDVH�WKH�)XQG¶V�1$9�

Unregulated and Opaque Markets Risk. 7KH�)XQG�PD\�LQYHVW�LQ�FHUWDLQ�GHULYDWLYH�LQVWUXPHQWV�WKDW�DUH�QHJRWLDWHG�RQ�DQ�LQGLYLGXDO�
EDVLV� DQG� DUH� QRW� VWDQGDUGL]HG� RU� WUDGHG� RQ� H[FKDQJHV�� RU� RWKHU� VHFXULWLHV� WUDGHG� RQ� XQUHJXODWHG�PDUNHWV�� 7KHVH� XQUHJXODWHG�
PDUNHWV�FDQ�H[SHULHQFH�OHQJWK\�SHULRGV�RI�LOOLTXLGLW\��XQXVXDOO\�KLJK�WUDGLQJ�YROXPH�DQG�RWKHU�QHJDWLYH�LPSDFWV��VXFK�DV�SROLWLFDO�
LQWHUYHQWLRQ��ZKLFK�PD\�UHVXOW�LQ�YRODWLOLW\�RU�GLVUXSWLRQV�LQ�VXFK�PDUNHWV��0DQ\�WLPHV��WKHVH�PDUNHWV�DUH�DOVR�RSDTXH�DQG�ODFN�DQ\�
FHQWUDOL]HG�UHFRUGLQJ�RI�LQIRUPDWLRQ��ZKLFK�FUHDWHV�XQLTXH�FKDOOHQJHV�LQ�SHUIRUPLQJ�GXH�GLOLJHQFH�RQ�LQYHVWPHQW�RSSRUWXQLWLHV�DQG�
DVVHVVLQJ�WKH�SULFLQJ�RI�VHFXULWLHV��7KHVH�PDUNHWV�DUH�DOVR�LQÀXHQFHG�E\�LQWHUHVW�UDWHV��FKDQJLQJ�VXSSO\�DQG�GHPDQG�UHODWLRQVKLSV��
WUDGH��¿VFDO��PRQHWDU\�DQG�H[FKDQJH�FRQWURO�SURJUDPV�DQG�SROLFLHV�RI�JRYHUQPHQWV��DQG�QDWLRQDO�DQG�LQWHUQDWLRQDO�SROLWLFDO�DQG�
HFRQRPLF�HYHQWV�DQG�SROLFLHV��)XWXUH�UHJXODWLRQ�LQ�WKHVH�PDUNHWV��KRZHYHU��FRXOG�OLPLW�RU�SUHYHQW�WKH�)XQG¶V�DELOLW\�WR�XWLOL]H�FHUWDLQ�
GHULYDWLYH�LQVWUXPHQWV�VXFK�DV�VZDS�DJUHHPHQWV��DQG�UHDOL]H�DPRXQWV�UHFHLYHG�XQGHU�WKRVH�DJUHHPHQWV��ZKLFK�FRXOG�QHJDWLYHO\�
D൵HFW�WKH�)XQG�

Volatile Markets Risk. 0DUNHWV� H[SHULHQFH� SHULRGV� RI� GLVUXSWLRQ� DQG� LQVWDELOLW\� IURP� WLPH� WR� WLPH�� 7KH� SULFHV� RI� WKH� )XQG¶V�
LQYHVWPHQWV��DQG�WKHUHIRUH�WKH�1$9�RI�WKH�)XQG��FDQ�EH�KLJKO\�YRODWLOH��3ULFH�PRYHPHQWV�RI�IRUZDUG�FRQWUDFWV��IXWXUHV�FRQWUDFWV�
DQG�RWKHU�GHULYDWLYH�FRQWUDFWV�LQ�ZKLFK�WKH�)XQG�PD\�LQYHVW�DUH�LQÀXHQFHG�E\��DPRQJ�RWKHU�WKLQJV��LQWHUHVW�UDWHV��FKDQJLQJ�VXSSO\�
DQG�GHPDQG�UHODWLRQVKLSV��WUDGH��¿VFDO��PRQHWDU\�DQG�H[FKDQJH�FRQWURO�SURJUDPV�DQG�SROLFLHV�RI�JRYHUQPHQWV��DQG�QDWLRQDO�DQG�
LQWHUQDWLRQDO�SROLWLFDO�DQG�HFRQRPLF�HYHQWV�DQG�SROLFLHV�� ,Q�DGGLWLRQ��JRYHUQPHQWV�IURP�WLPH�WR� WLPH�LQWHUYHQH��GLUHFWO\�DQG�E\�
UHJXODWLRQ��LQ�FHUWDLQ�PDUNHWV��FDXVLQJ�UDSLG�SULFH�PRYHPHQWV�DQG�LQWHUHVW�UDWH�ÀXFWXDWLRQV��$GGLWLRQDOO\��WKH�PDUNHW�YDOXH�RI�WKH�
DOWHUQDWLYH�OHQGLQJ�UHODWHG�VHFXULWLHV�WR�ZKLFK�WKH�)XQG�KDV�H[SRVXUH�PD\�LQFUHDVH�RU�GHFUHDVH��VRPHWLPHV�UDSLGO\�DQG�XQSUHGLFWDEO\��
EDVHG�XSRQ�FKDQJHV�LQ�DQ�LVVXHU¶V�¿QDQFLDO�FRQGLWLRQ�DQG�RU�RYHUDOO�PDUNHW�DQG�HFRQRPLF�FRQGLWLRQV��%HFDXVH�PDQ\�RI�WKH�)XQG¶V�
LQYHVWPHQWV�PD\�EH� LOOLTXLG�DQG�RU�EHORZ� LQYHVWPHQW�JUDGH� �RU�XQUDWHG��EXW�RI�D� VLPLODU�TXDOLW\��GHEW� VHFXULWLHV� WKDW�DUH�EHORZ�
LQYHVWPHQW�JUDGH�DUH�FRPPRQO\�FDOOHG�³MXQN�ERQGV´���WKH�)XQG�PD\�EH�VXEMHFW�WR�LQFUHDVHG�YRODWLOLW\�ULVN��,Q�DGGLWLRQ��WKH�)XQG¶V�
XVH�RI�OHYHUDJH�LQFUHDVHV�WKH�YRODWLOLW\�RI�WKH�)XQG¶V�YDOXH�

Political and Economic Crisis Risk. 7KH�)XQG�PD\�EH�PDWHULDOO\�D൵HFWHG�E\�PDUNHW��HFRQRPLF�DQG�SROLWLFDO�FRQGLWLRQV�JOREDOO\�
DQG�LQ�WKH�MXULVGLFWLRQV�DQG�VHFWRUV�LQ�ZKLFK�WKH\�LQYHVW�RU�RSHUDWH��LQFOXGLQJ�IDFWRUV�D൵HFWLQJ�LQWHUHVW�UDWHV��WKH�DYDLODELOLW\�RI�FUHGLW��
FXUUHQF\�H[FKDQJH�UDWHV�DQG�WUDGH�EDUULHUV��7KHVH�IDFWRUV�DUH�RXWVLGH�WKH�)XQG¶V�FRQWURO�DQG�FRXOG�DGYHUVHO\�D൵HFW�WKH�OLTXLGLW\�DQG�
YDOXH�RI�LWV�LQYHVWPHQWV��DQG�PD\�UHGXFH�WKH�DELOLW\�RI�WKH�)XQG�WR�PDNH�DWWUDFWLYH�QHZ�LQYHVWPHQWV�

,VVXHU�DQG�1RQ�'LYHUVL¿FDWLRQ�5LVN��7KH�YDOXH�RI�D�VSHFL¿F�LQYHVWPHQW�FDQ�SHUIRUP�GL൵HUHQWO\�IURP�WKH�PDUNHW�DV�D�ZKROH�IRU�
UHDVRQV�UHODWHG�WR�WKH�LVVXHU��VXFK�DV��LQ�WKH�FDVH�RI�FRUSRUDWH�LVVXHUV��PDQDJHPHQW�SHUIRUPDQFH��¿QDQFLDO�OHYHUDJH�DQG�UHGXFHG�
GHPDQG�IRU�WKH�LVVXHU¶V�SURSHUWLHV�DQG�VHUYLFHV��%HFDXVH�WKH�)XQG�LV�QRQ�GLYHUVL¿HG��LW�PD\�LQYHVW�PRUH�WKDQ����RI�LWV�WRWDO�DVVHWV�
LQ� WKH�VHFXULWLHV�RI�RQH�RI�PRUH� LVVXHUV��$V�D�UHVXOW�� WKH�SHUIRUPDQFH�RI� WKH�)XQG¶V�VKDUHV�PD\�EH�PRUH�VHQVLWLYH� WR�DQ\�VLQJOH�
HFRQRPLF��EXVLQHVV��SROLWLFDO�RU�UHJXODWRU\�RFFXUUHQFH�WKDQ�DUH�WKH�VKDUHV�RI�D�GLYHUVL¿HG�LQYHVWPHQW�FRPSDQ\�

Management Risk��7KH�$GYLVHU¶V�MXGJPHQWV�DERXW�WKH�DWWUDFWLYHQHVV��YDOXH�DQG�SRWHQWLDO�DSSUHFLDWLRQ�RI�SDUWLFXODU�DVVHWV�RU�DVVHW�
FODVVHV�LQ�ZKLFK�WKH�)XQG�LQYHVWV�PD\�SURYH�WR�EH�LQFRUUHFW�DQG�PD\�QRW�SURGXFH�WKH�GHVLUHG�UHVXOWV�



 
�

Active Trading Risks.�7KH�)XQG�LV�DFWLYHO\�PDQDJHG�DQG�PD\�SXUFKDVH�DQG�VHOO�LQYHVWPHQWV�ZLWKRXW�UHJDUG�WR�WKH�OHQJWK�RI�WLPH�
KHOG��$FWLYH� WUDGLQJ�PD\�KDYH�D�QHJDWLYH� LPSDFW�RQ�SHUIRUPDQFH�E\� LQFUHDVLQJ�EURNHUDJH�DQG�RWKHU� WUDQVDFWLRQ�FRVWV�DQG�PD\�
JHQHUDWH�JUHDWHU�DPRXQWV�RI�QHW�VKRUW�WHUP�FDSLWDO�JDLQV��ZKLFK��IRU�WD[DEOH�DFFRXQWV��ZRXOG�EH�VXEMHFW�WR�WD[�DW�RUGLQDU\�LQFRPH�
WD[�UDWHV��7KH�)XQG�ZLOO� LQYHVW�DQG�WUDGH�LQ�D�YDULHW\�RI�GL൵HUHQW�VHFXULWLHV��DQG�XWLOL]H�D�YDULHW\�RI� LQYHVWPHQW�LQVWUXPHQWV�DQG�
WHFKQLTXHV��(DFK�VHFXULW\�DQG�HDFK�LQVWUXPHQW�DQG�WHFKQLTXH�LQYROYHV�WKH�ULVN�RI�ORVV�RI�FDSLWDO��:KLOH�WKH�$GYLVHU�ZLOO�DWWHPSW�WR�
PRGHUDWH�WKHVH�ULVNV��WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�WKH�)XQG¶V�LQYHVWPHQW�DFWLYLWLHV�ZLOO�EH�VXFFHVVIXO�RU�WKDW�WKH�6KDUHKROGHUV�ZLOO�
QRW�VX൵HU�ORVVHV�

Leveraging Risk��7KH�XVH�RI�OHYHUDJH��VXFK�DV�ERUURZLQJ�PRQH\�RU�LVVXLQJ�VKDUHV�RI�SUHIHUUHG�VWRFN�WR�SXUFKDVH�LQYHVWPHQWV��ZLOO�
FDXVH�WKH�)XQG�WR�LQFXU�DGGLWLRQDO�H[SHQVHV�DQG�PDJQLI\�WKH�)XQG¶V�JDLQV�RU�ORVVHV�

Valuation Risk��8QOLNH�SXEOLFO\�WUDGHG�FRPPRQ�VWRFN�ZKLFK�WUDGHV�RQ�QDWLRQDO�H[FKDQJHV��LOOLTXLG�LQYHVWPHQWV�PXVW�EH�YDOXHG�E\�
WKH�)XQG�XVLQJ�IDLU�YDOXH�SURFHGXUHV��)DLU�YDOXDWLRQ�LQYROYHV�VXEMHFWLYH�MXGJPHQWV��DQG�LW�LV�SRVVLEOH�WKDW�WKH�IDLU�YDOXH�GHWHUPLQHG�
IRU�DQ�LQYHVWPHQW�PD\�GL൵HU�PDWHULDOO\�IURP�WKH�YDOXH�WKDW�FRXOG�EH�UHDOL]HG�XSRQ�WKH�GLVSRVLWLRQ�RI�WKH�LQYHVWPHQW��'XH�WR�WKH�ODFN�
RI�FHQWUDOL]HG�LQIRUPDWLRQ�DQG�WUDGLQJ��WKH�YDOXDWLRQ�RI�ORDQV�DQG�RWKHU�QRQ�H[FKDQJH�WUDGHG�LQVWUXPHQWV�FDUULHV�PRUH�ULVN�WKDQ�WKDW�
RI�SXEOLFO\�WUDGHG�FRPPRQ�VWRFN�

Service Provider Risk. 7KH�)XQG�ZLOO�UHO\�RQ�VHUYLFH�SURYLGHUV�VHOHFWHG�E\�WKH�$GYLVHU��WKLUG�SDUW\�RULJLQDWRUV�RU�E\�ERUURZHUV�
WR�VWRUH�� WUDQVIHU��EX\��VHOO�� OLTXLGDWH��UHFRUG�RU�RWKHUZLVH�VHUYLFH�DVVHWV��7R�WKH�H[WHQW� WKDW�D�VHUYLFH�SURYLGHU�RU� WKH� WHFKQRORJ\�
GHSOR\HG�E\�D�VHUYLFH�SURYLGHU�IDLOV�WR�SHUIRUP�WKHVH�WDVNV��WKH�)XQG¶V�LQYHVWPHQWV�PD\�EH�DGYHUVHO\�D൵HFWHG��7KHVH�ULVNV�FRXOG�
D൵HFW�WKH�YDOXH�RI�D�SDUWLFXODU�LQYHVWPHQW��LQFOXGLQJ�WKH�SRVVLEOH�ORVV�RI�WKH�HQWLUH�LQYHVWHG�DPRXQW��$Q�LQYHVWPHQW�PD\�UHSUHVHQW�
DQ�LQGLUHFW�RZQHUVKLS��RU�OLHQ�RQ�FROODWHUDO�ZKLFK�PD\�KDYH�QR�YDOXH��$V�D�UHVXOW��DQ\�LQYHVWPHQW�SURGXFW�ZLWK�FROODWHUDO�PD\�EH�
XQVHFXUHG��7KH�YDOXH�RI�WKH�FROODWHUDO�PD\�DW�DQ\�SRLQW�EH�ZRUWK�OHVV�WKDQ�WKH�YDOXH�RI�WKH�RULJLQDO�LQYHVWPHQW�

Limited History of Operations Risk�� 7KH� )XQG� LV� D� UHFHQWO\� RUJDQL]HG� FORVHG�HQG�PDQDJHPHQW� LQYHVWPHQW� FRPSDQ\�ZLWK� QR�
RSHUDWLQJ�KLVWRU\�IRU�LQYHVWRUV�WR�HYDOXDWH��$V�D�UHVXOW��SURVSHFWLYH�LQYHVWRUV�KDYH�OLPLWHG�LQIRUPDWLRQ�DERXW�WKH�)XQG¶V�WUDFN�UHFRUG�
RU�KLVWRU\�RQ�ZKLFK�WR�EDVH�WKHLU�LQYHVWPHQW�GHFLVLRQ�

New Adviser Risk��7KH�$GYLVHU�LV�QHZO\�UHJLVWHUHG�DQG�KDV�QRW�SUHYLRXVO\�PDQDJHG�DQ�LQWHUYDO�IXQG��$FFRUGLQJO\��LQYHVWRUV�LQ�WKH�
)XQG�EHDU�WKH�ULVN�WKDW�WKH�$GYLVHU¶V�LQH[SHULHQFH�PD\�OLPLW�LWV�H൵HFWLYHQHVV�

Portfolio Turnover Risk.�7KH�)XQG�PD\�VHOO�VHFXULWLHV�ZLWKRXW�UHJDUG�WR�WKH�OHQJWK�RI�WLPH�WKH\�KDYH�EHHQ�KHOG�WR�WDNH�DGYDQWDJH�
RI�QHZ�LQYHVWPHQW�RSSRUWXQLWLHV��ZKHQ�WKH�$GYLVHU�IHHOV�HLWKHU�WKH�VHFXULWLHV�QR�ORQJHU�PHHW�LWV�LQYHVWPHQW�FULWHULD�RU�WKH�SRWHQWLDO�
IRU�FDSLWDO�DSSUHFLDWLRQ�KDV�OHVVHQHG��RU�IRU�RWKHU�UHDVRQV��7KH�)XQG¶V�SRUWIROLR�WXUQRYHU�UDWH�PD\�YDU\�IURP�\HDU�WR�\HDU��$�KLJK�
SRUWIROLR�WXUQRYHU�UDWH�������RU�PRUH��LQFUHDVHV�WKH�)XQG¶V�WUDQVDFWLRQ�FRVWV��LQFOXGLQJ�EURNHUDJH�FRPPLVVLRQV�DQG�GHDOHU�FRVWV���
ZKLFK�ZRXOG�DGYHUVHO\�LPSDFW�WKH�)XQG¶V�SHUIRUPDQFH��+LJKHU�SRUWIROLR�WXUQRYHU�PD\�UHVXOW�LQ�WKH�UHDOL]DWLRQ�RI�PRUH�VKRUW�WHUP�
FDSLWDO�JDLQV�WKDQ�LI�WKH�)XQG�KDG�ORZHU�SRUWIROLR�WXUQRYHU��7KH�WXUQRYHU�UDWH�ZLOO�QRW�EH�D�OLPLWLQJ�IDFWRU��KRZHYHU��LI�WKH�$GYLVHU�
FRQVLGHUV�SRUWIROLR�FKDQJHV�DSSURSULDWH�

Limited Liquidity of Fund Shares Risk. 7KHUH�FXUUHQWO\�LV�QR�VHFRQGDU\�PDUNHW�IRU�WKH�)XQG¶V�VKDUHV�DQG�WKH�)XQG�H[SHFWV�WKDW�QR�
VHFRQGDU\�PDUNHW�ZLOO�GHYHORS��/LTXLGLW\�LV�SURYLGHG�WR�VKDUHKROGHUV�RQO\�WKURXJK�WKH�)XQG¶V�TXDUWHUO\�UHSXUFKDVH�R൵HUV��7KHUH�LV�
QR�JXDUDQWHH��DQG�WKHUH�LV�QR�DVVXUDQFH�WKDW�VKDUHKROGHUV�ZLOO�EH�DEOH�WR�VHOO�DOO�RI�WKH�VKDUHV�WKH\�GHVLUH�LQ�D�TXDUWHUO\�UHSXUFKDVH�
R൵HU�

Distribution Policy Risk��$OO�RU�D�SRUWLRQ�RI�D�GLVWULEXWLRQ�IURP�WKH�)XQG�PD\�FRQVLVW�RI�D�UHWXUQ�RI�FDSLWDO��DV�RSSRVHG�WR�UHSUHVHQWLQJ�
D�GLVWULEXWLRQ�RI�LQFRPH�JHQHUDWHG�E\�WKH�)XQG��$�UHWXUQ�RI�FDSLWDO�JHQHUDOO\�LV�D�UHWXUQ�RI�D�VKDUHKROGHU¶V�LQYHVWPHQW�UDWKHU�WKDQ�
D�UHWXUQ�RI�HDUQLQJV�RU�JDLQV�GHULYHG�IURP�WKH�)XQG¶V�LQYHVWPHQW�DFWLYLWLHV��6KDUHKROGHUV�VKRXOG�QRW�DVVXPH�WKDW�WKH�VRXUFH�RI�D�
GLVWULEXWLRQ�IURP�WKH�)XQG�LV�QHW�SUR¿W��6KDUHKROGHUV�VKRXOG�QRWH�WKDW�UHWXUQ�RI�FDSLWDO�ZLOO�UHGXFH�WKH�WD[�EDVLV�RI�WKHLU�VKDUHV�

4XDOL¿HG�'LYLGHQG�,QFRPH�5LVN��*LYHQ�WKH�)XQG¶V�LQYHVWPHQW�VWUDWHJLHV��LW�LV�QRW�DQWLFLSDWHG�WKDW�D�VLJQL¿FDQW�SRUWLRQ��LI�DQ\��RI�
WKH�)XQG¶V�LQFRPH�ZLOO�EH�HOLJLEOH�WR�EH�GHVLJQDWHG�DV�TXDOL¿HG�GLYLGHQG�LQFRPH�XQGHU�WKH�,QWHUQDO�5HYHQXH�&RGH��$V�D�UHVXOW��WKHUH�
FDQ�EH�QR�DVVXUDQFH�DV�WR�ZKDW�SRUWLRQ�RI�WKH�)XQG¶V�GLVWULEXWLRQV�ZLOO�EH�GHVLJQDWHG�DV�TXDOL¿HG�GLYLGHQG�LQFRPH�

Repurchase Policy Risk��4XDUWHUO\�UHSXUFKDVHV�E\�WKH�)XQG�RI�LWV�VKDUHV�W\SLFDOO\�ZLOO�EH�IXQGHG�IURP�DYDLODEOH�FDVK�RU�VDOHV�RI�
SRUWIROLR�LQYHVWPHQWV��7KH�VDOH�RI�LQYHVWPHQWV�WR�IXQG�UHSXUFKDVHV�FRXOG�UHGXFH�WKH�PDUNHW�SULFH�RI�WKRVH�VHFXULWLHV��ZKLFK�LQ�WXUQ�
ZRXOG�UHGXFH�WKH�)XQG¶V�1$9�

Cybersecurity Risk��7KH�)XQG�DQG�LWV�VHUYLFH�SURYLGHUV�PD\�EH�SURQH�WR�RSHUDWLRQDO�DQG�LQIRUPDWLRQ�VHFXULW\�ULVNV�UHVXOWLQJ�IURP�
EUHDFKHV�LQ�F\EHU�VHFXULW\��$�EUHDFK�LQ�F\EHU�VHFXULW\�UHIHUV�WR�ERWK�LQWHQWLRQDO�DQG�XQLQWHQWLRQDO�HYHQWV�WKDW�PD\�FDXVH�WKH�)XQG�
WR� ORVH�SURSULHWDU\� LQIRUPDWLRQ�� VX൵HU�GDWD�FRUUXSWLRQ��RU� ORVH�RSHUDWLRQDO� FDSDFLW\��%UHDFKHV� LQ�F\EHU� VHFXULW\� LQFOXGH�� DPRQJ�
RWKHU�EHKDYLRUV��VWHDOLQJ�RU�FRUUXSWLQJ�GDWD�PDLQWDLQHG�RQOLQH�RU�GLJLWDOO\��GHQLDO�RI�VHUYLFH�DWWDFNV�RQ�ZHEVLWHV��WKH�XQDXWKRUL]HG�
UHOHDVH�RI�FRQ¿GHQWLDO�LQIRUPDWLRQ�RU�YDULRXV�RWKHU�IRUPV�RI�F\EHU�DWWDFNV��&\EHU�VHFXULW\�EUHDFKHV�D൵HFWLQJ�WKH�)XQG�RU�LWV�DGYLVHU��



  
�

FXVWRGLDQ��WUDQVIHU�DJHQW��LQWHUPHGLDULHV�DQG�RWKHU�WKLUG�SDUW\�VHUYLFH�SURYLGHUV�PD\�DGYHUVHO\�LPSDFW�WKH�)XQG��6LPLODU�W\SHV�RI�
F\EHU�VHFXULW\�ULVNV�DUH�DOVR�SUHVHQW�IRU�LVVXHUV�RI�VHFXULWLHV�LQ�ZKLFK�WKH�)XQG�PD\�LQYHVW��ZKLFK�FRXOG�UHVXOW�LQ�PDWHULDO�DGYHUVH�
FRQVHTXHQFHV�IRU�VXFK�LVVXHUV�DQG�PD\�FDXVH�WKH�)XQG¶V�LQYHVWPHQW�LQ�VXFK�FRPSDQLHV�WR�ORVH�YDOXH�

Reinvestment Risk. ,QFRPH�IURP�WKH�)XQG¶V�SRUWIROLR�ZLOO�GHFOLQH�LI�DQG�ZKHQ�WKH�)XQG�LQYHVWV�WKH�SURFHHGV�IURP�PDWXUHG��WUDGHG�
RU�FDOOHG�GHEW�REOLJDWLRQV�DW�PDUNHW�LQWHUHVW�UDWHV�WKDW�DUH�EHORZ�WKH�SRUWIROLR¶V�FXUUHQW�HDUQLQJV�UDWH��)RU�LQVWDQFH��GXULQJ�SHULRGV�RI�
GHFOLQLQJ�LQWHUHVW�UDWHV��DQ�LVVXHU�RI�GHEW�REOLJDWLRQV�PD\�H[HUFLVH�DQ�RSWLRQ�WR�UHGHHP�VHFXULWLHV�SULRU�WR�PDWXULW\��IRUFLQJ�WKH�)XQG�
WR�UHLQYHVW�WKH�SURFHHGV�LQ�ORZHU�\LHOGLQJ�VHFXULWLHV��$�GHFOLQH�LQ�LQFRPH�UHFHLYHG�E\�WKH�)XQG�IURP�LWV�LQYHVWPHQWV�LV�OLNHO\�WR�KDYH�
D�QHJDWLYH�H൵HFW�RQ�WKH�PDUNHW�SULFH��QHW�DVVHW�YDOXH�DQG�RU�RYHUDOO�UHWXUQ�RI�WKH�)XQG�

Unsecured Credit Investments Risk��7KH�)XQG�PD\� LQYHVW� LQ�&UHGLW� ,QYHVWPHQWV� WKDW� DUH� XQVHFXUHG��8QVHFXUHG� ORDQV�RU� GHEW�
JHQHUDOO\�DUH�VXEMHFW�WR�VLPLODU�ULVNV�DV�WKRVH�DVVRFLDWHG�ZLWK�LQYHVWPHQWV�LQ�VHQLRU�ORDQV��,Q�DGGLWLRQ��EHFDXVH�XQVHFXUHG�ORDQV�RU�
GHEW�PD\�EH�VXERUGLQDWHG�LQ�SD\PHQW�DQG�RU�ORZHU�LQ�OLHQ�SULRULW\�WR�VHQLRU�ORDQV��WKH\�DUH�VXEMHFW�WR�DGGLWLRQDO�ULVN�WKDW�WKH�FDVK�
ÀRZ�RI�WKH�ERUURZHU�PD\�EH�LQVX൶FLHQW�WR�PHHW�VFKHGXOHG�SD\PHQWV��8QVHFXUHG�VXERUGLQDWHG�ORDQV�RU�GHEW�PD\�KDYH�JUHDWHU�SULFH�
YRODWLOLW\�WKDQ�VHQLRU�ORDQV�DQG�PD\�EH�OHVV�OLTXLG��7KHUH�LV�DOVR�D�SRVVLELOLW\�WKDW�RULJLQDWRUV�ZLOO�QRW�EH�DEOH�WR�VHOO�SDUWLFLSDWLRQV�LQ�
VXERUGLQDWHG�XQVHFXUHG�ORDQV�RU�GHEW�ZKLFK�ZRXOG�FUHDWH�JUHDWHU�FUHGLW�ULVN�H[SRVXUH�

“Covenant-Lite” Obligations Risk. 7KH�)XQG�PD\�LQYHVW�LQ��RU�REWDLQ�H[SRVXUH�WR��GHEW�VHFXULWLHV�WKDW�PD\�EH�³FRYHQDQW�OLWH�´�
ZKLFK�PHDQV�VXFK�REOLJDWLRQV�ODFN��RU�SRVVHVV�IHZHU��¿QDQFLDO�FRYHQDQWV�WKDW�SURWHFW� OHQGHUV��&RYHQDQW�OLWH�DJUHHPHQWV�IHDWXUH�
LQFXUUHQFH�FRYHQDQWV�� DV�RSSRVHG� WR� WKH�PRUH� UHVWULFWLYH�PDLQWHQDQFH�FRYHQDQWV��8QGHU�D�PDLQWHQDQFH�FRYHQDQW�� WKH�ERUURZHU�
ZRXOG�QHHG� WR�PHHW� UHJXODU�� VSHFL¿F�¿QDQFLDO� WHVWV��ZKLOH�XQGHU�DQ� LQFXUUHQFH�FRYHQDQW�� WKH�ERUURZHU�RQO\�ZRXOG�EH� UHTXLUHG�
WR�FRPSO\�ZLWK�WKH�¿QDQFLDO�WHVWV�DW�WKH�WLPH�LW�WDNHV�FHUWDLQ�DFWLRQV��H�J���LVVXLQJ�DGGLWLRQDO�GHEW��SD\LQJ�D�GLYLGHQG��PDNLQJ�DQ�
DFTXLVLWLRQ���$�FRYHQDQW�OLWH�REOLJDWLRQ�FRQWDLQV�IHZHU�PDLQWHQDQFH�FRYHQDQWV�WKDQ�RWKHU�REOLJDWLRQV��RU�QR�PDLQWHQDQFH�FRYHQDQWV��
DQG�PD\�QRW�LQFOXGH�WHUPV�WKDW�DOORZ�WKH�OHQGHU�WR�PRQLWRU�WKH�SHUIRUPDQFH�RI�WKH�ERUURZHU�DQG�GHFODUH�D�GHIDXOW�LI�FHUWDLQ�FULWHULD�
DUH�EUHDFKHG�

Accounts Receivable Risk.�7KH�)XQG�PD\� LQYHVW� LQ�&UHGLW� ,QYHVWPHQWV�VHFXUHG�E\� UHFHLYDEOHV�� VXFK�DV�FUHGLW�FDUG� UHFHLYDEOHV�
DQG�DXWRPRELOH� UHFHLYDEOHV��&UHGLW�FDUG� UHFHLYDEOHV�DUH�JHQHUDOO\�XQVHFXUHG��DQG� WKH�GHEWRUV�DUH�HQWLWOHG� WR� WKH�SURWHFWLRQ�RI�D�
QXPEHU�RI�VWDWH�DQG�IHGHUDO�FRQVXPHU�FUHGLW�ODZV��PDQ\�RI�ZKLFK�JLYH�GHEWRUV�WKH�ULJKW�WR�VHW�R൵�FHUWDLQ�DPRXQWV�RZHG�RQ�WKH�
FUHGLW�FDUGV��WKHUHE\�UHGXFLQJ�WKH�EDODQFH�GXH��,I�WKH�HFRQRP\�RI�WKH�8QLWHG�6WDWHV�GHWHULRUDWHV��GHIDXOWV�RQ�VHFXULWLHV�EDFNHG�E\�
FUHGLW�FDUG��DXWRPRELOH�DQG�RWKHU�UHFHLYDEOHV�PD\�LQFUHDVH��,Q�DGGLWLRQ��WKHVH�VHFXULWLHV�PD\�SURYLGH�WKH�)XQG�ZLWK�D�OHVV�H൵HFWLYH�
VHFXULW\�LQWHUHVW�LQ�WKH�UHODWHG�FROODWHUDO�WKDQ�GR�PRUWJDJH�UHODWHG�VHFXULWLHV��7KHUHIRUH��WKHUH�LV�WKH�SRVVLELOLW\�WKDW�UHFRYHULHV�RQ�WKH�
XQGHUO\LQJ�FROODWHUDO�PD\�QRW��LQ�VRPH�FDVHV��EH�DYDLODEOH�WR�VXSSRUW�SD\PHQWV�RQ�WKHVH�VHFXULWLHV�

Investments in Middle Market Companies Risk��,QYHVWPHQW�LQ�PLGGOH�PDUNHW�FRPSDQLHV�LQYROYHV�D�QXPEHU�RI�VLJQL¿FDQW�ULVNV��
0LGGOH�PDUNHW�FRPSDQLHV�KDYH�PRUH�OLPLWHG�¿QDQFLDO�UHVRXUFHV�WKDQ�ODUJHU�RU�SXEOLF�FRPSDQLHV�DQG�PD\�EH�XQDEOH�WR�PHHW�WKHLU�
REOLJDWLRQV�XQGHU� WKHLU�GHEW�REOLJDWLRQV� WKDW� WKH�)XQG�KROGV��ZKLFK�PD\�EH�DFFRPSDQLHG�E\�D�GHWHULRUDWLRQ�LQ� WKH�YDOXH�RI�DQ\�
FROODWHUDO�DQG�D�UHGXFWLRQ�LQ�WKH�OLNHOLKRRG�RI�WKH�)XQG�UHDOL]LQJ�DQ\�JXDUDQWHHV�LW�PD\�KDYH�REWDLQHG��0LGGOH�PDUNHW�FRPSDQLHV�
DOVR�W\SLFDOO\�KDYH�VKRUWHU�RSHUDWLQJ�KLVWRULHV��QDUURZHU�SURGXFW�OLQHV�DQG�VPDOOHU�PDUNHW�VKDUHV�WKDQ�ODUJHU�RU�SXEOLF�EXVLQHVVHV��
ZKLFK�WHQG�WR�UHQGHU�WKHP�PRUH�YXOQHUDEOH�WR�FRPSHWLWRUV¶�DFWLRQV�DQG�PDUNHW�FRQGLWLRQV��DV�ZHOO�DV�JHQHUDO�HFRQRPLF�GRZQWXUQV��
*HQHUDOO\��OLWWOH�SXEOLF�LQIRUPDWLRQ�H[LVWV�DERXW�WKHVH�FRPSDQLHV��DQG�WKH�)XQG�ZLOO�UHO\�RQ�WKH�DELOLW\�RI�WKH�$GYLVHU¶V�LQYHVWPHQW�
SURIHVVLRQDOV�WR�REWDLQ�DGHTXDWH�LQIRUPDWLRQ�WR�HYDOXDWH�WKH�SRWHQWLDO�UHWXUQV�DQG�ULVNV�IURP�LQYHVWLQJ�LQ�WKHVH�FRPSDQLHV

Asset-Backed and Mortgage-Backed Security Risk��:KHQ� WKH� )XQG� LQYHVWV� LQ� DVVHW�EDFNHG� VHFXULWLHV� DQG� PRUWJDJH�EDFNHG�
VHFXULWLHV��WKH�)XQG�LV�VXEMHFW�WR�WKH�ULVN�WKDW��LI�WKH�XQGHUO\LQJ�ERUURZHUV�IDLO�WR�SD\�LQWHUHVW�RU�UHSD\�SULQFLSDO��WKH�DVVHWV�EDFNLQJ�
WKHVH�VHFXULWLHV�PD\�QRW�EH�VX൶FLHQW�WR�VXSSRUW�SD\PHQWV�RQ�WKH�VHFXULWLHV��3UHSD\PHQW�ULVN�LV�DVVRFLDWHG�ZLWK�PRUWJDJH�EDFNHG�DQG�
DVVHW�EDFNHG�VHFXULWLHV��,I�LQWHUHVW�UDWHV�IDOO��WKH�XQGHUO\LQJ�GHEW�PD\�EH�UHSDLG�DKHDG�RI�VFKHGXOH��UHGXFLQJ�WKH�YDOXH�RI�WKH�)XQG¶V�
LQYHVWPHQWV��,I�LQWHUHVW�UDWHV�ULVH��WKHUH�PD\�EH�IHZHU�SUHSD\PHQWV��ZKLFK�ZRXOG�FDXVH�WKH�DYHUDJH�ERQG�PDWXULW\�WR�ULVH��LQFUHDVLQJ�
WKH�SRWHQWLDO�IRU�WKH�)XQG�WR�ORVH�PRQH\��7KH�YDOXH�RI�WKHVH�VHFXULWLHV�PD\�EH�VLJQL¿FDQWO\�D൵HFWHG�E\�FKDQJHV�LQ�LQWHUHVW�UDWHV��WKH�
PDUNHW¶V�SHUFHSWLRQ�RI�LVVXHUV��DQG�WKH�FUHGLWZRUWKLQHVV�RI�WKH�SDUWLHV�LQYROYHG��7KH�DELOLW\�RI�WKH�)XQG�WR�VXFFHVVIXOO\�XWLOL]H�WKHVH�
LQVWUXPHQWV�PD\�GHSHQG�RQ�WKH�DELOLW\�RI�WKH�)XQG¶V�$GYLVHU�WR�IRUHFDVW�LQWHUHVW�UDWHV�DQG�RWKHU�HFRQRPLF�IDFWRUV�FRUUHFWO\��7KHVH�
VHFXULWLHV�PD\�KDYH�D�VWUXFWXUH�WKDW�PDNHV�WKHLU�UHDFWLRQ�WR�LQWHUHVW�UDWH�FKDQJHV�DQG�RWKHU�IDFWRUV�GL൶FXOW�WR�SUHGLFW��PDNLQJ�WKHLU�
YDOXH�KLJKO\�YRODWLOH��&HUWDLQ�PRUWJDJH�EDFNHG�VHFXULWLHV�PD\�EH�VHFXUHG�E\�SRROV�RI�PRUWJDJHV�RQ�VLQJOH�IDPLO\��PXOWL�IDPLO\�
SURSHUWLHV��DV�ZHOO�DV�FRPPHUFLDO�SURSHUWLHV��6LPLODUO\��DVVHW�EDFNHG�VHFXULWLHV�PD\�EH�VHFXUHG�E\�SRROV�RI�ORDQV��VXFK�DV�VWXGHQW�
ORDQV��DXWRPRELOH�ORDQV��HTXLSPHQW�ORDQV�DQG�FUHGLW�FDUG�UHFHLYDEOHV��7KH�FUHGLW�ULVN�RQ�VXFK�VHFXULWLHV�LV�D൵HFWHG�E\�KRPHRZQHUV�
RU�ERUURZHUV�GHIDXOWLQJ�RQ�WKHLU�ORDQV��&HUWDLQ�$%6�DQG�0%6�WKDW�WKH�)XQG�DFTXLUHV�DUH�VXERUGLQDWHG�LQ�FDVK�ÀRZ�SULRULW\�WR�RWKHU�
PRUH�³VHQLRU´�VHFXULWLHV�RI�WKH�VDPH�VHFXULWL]DWLRQ��7KH�H[SRVXUH�WR�GHIDXOWV�RQ�WKH�XQGHUO\LQJ�PRUWJDJHV�LV�VHYHUHO\�PDJQL¿HG�LQ�
VXERUGLQDWHG�VHFXULWLHV��&HUWDLQ�VXERUGLQDWHG�VHFXULWLHV��³¿UVW�ORVV�VHFXULWLHV´��DEVRUE�DOO�ORVVHV�IURP�GHIDXOW�EHIRUH�DQ\�RWKHU�FODVV�
RI�VHFXULWLHV�LV�DW�ULVN��6XFK�VHFXULWLHV�WKHUHIRUH�DUH�FRQVLGHUHG�WR�EH�KLJKO\�VSHFXODWLYH�LQYHVWPHQWV�



 
�

Derivatives Risk. 7KH�)XQG�PD\�HQWHU�LQWR�VZDSV��LQFOXGLQJ�WRWDO�UHWXUQ�DQG�FUHGLW�GHIDXOW�VZDSV��DQG�RWKHU�GHULYDWLYH�LQVWUXPHQWV��
VXFK�DV�FUHGLW�GHULYDWLYHV��&HUWDLQ�VZDSV��RSWLRQV�DQG�RWKHU�GHULYDWLYH�LQVWUXPHQWV�PD\�EH�VXEMHFW�WR�YDULRXV�W\SHV�RI�ULVNV��LQFOXGLQJ�
PDUNHW�ULVN��OLTXLGLW\�ULVN��WKH�ULVN�RI�QRQ�SHUIRUPDQFH�E\�WKH�FRXQWHUSDUW\��LQFOXGLQJ�ULVNV�UHODWLQJ�WR�WKH�¿QDQFLDO�VRXQGQHVV�DQG�
FUHGLWZRUWKLQHVV�RI�WKH�FRXQWHUSDUW\���OHJDO�ULVN��DQG�RSHUDWLRQDO�ULVN��,Q�DGGLWLRQ��WKH�)XQG�PD\��LQ�WKH�IXWXUH��LQYHVW�LQ�RWKHU�W\SHV�
RI�GHULYDWLYH�LQVWUXPHQWV�WKDW�DUH�FXUUHQWO\�QRW�DYDLODEOH�LQ�WKH�PDUNHWSODFH��RU�RWKHUZLVH�QRW�SUHVHQWO\�FRQWHPSODWHG�IRU�XVH��6SHFLDO�
ULVNV�PD\�DSSO\�LQ�WKH�IXWXUH�WKDW�FDQQRW�EH�GHWHUPLQHG�DW�WKLV�WLPH��7KH�UHJXODWRU\�DQG�WD[�HQYLURQPHQW�IRU�GHULYDWLYH�LQVWUXPHQWV�
LQ�ZKLFK�WKH�)XQG�PD\�SDUWLFLSDWH�LV�HYROYLQJ��DQG�FKDQJHV�LQ�WKH�UHJXODWLRQ�RU�WD[DWLRQ�RI�VXFK�¿QDQFLDO�LQVWUXPHQWV�PD\�KDYH�D�
PDWHULDO�DGYHUVH�H൵HFW�RQ�WKH�)XQG�

Equity Risk.�&RUSRUDWH�HTXLW\�VHFXULWLHV�DUH�VXVFHSWLEOH�WR�JHQHUDO�VWRFN�PDUNHW�ÀXFWXDWLRQV�DQG�WR�YRODWLOH�LQFUHDVHV�DQG�GHFUHDVHV�
LQ�YDOXH��7KH�HTXLW\�VHFXULWLHV�KHOG�E\�WKH�)XQG�PD\�H[SHULHQFH�VXGGHQ��XQSUHGLFWDEOH�GURSV�LQ�YDOXH�RU�ORQJ�SHULRGV�RI�GHFOLQH�
LQ�YDOXH��7KLV�PD\�RFFXU�EHFDXVH�RI�IDFWRUV�D൵HFWLQJ�VHFXULWLHV�PDUNHWV�JHQHUDOO\��WKH�HTXLW\�VHFXULWLHV�RI�D�SDUWLFXODU�VHFWRU��RU�D�
SDUWLFXODU�FRPSDQ\��,QYHVWPHQWV�KHOG�E\�WKH�)XQG�LQ�FRPSDQLHV�ZLWK�VPDOO�PDUNHW�FDSLWDOL]DWLRQV�DUH�VXEMHFW�WR�XQLTXH�ULVNV��7KH�
HDUQLQJV�DQG�SURVSHFWV�RI�VPDOO�VL]HG�FRPSDQLHV�DUH�PRUH�YRODWLOH�WKDQ�ODUJHU�FRPSDQLHV�DQG�PD\�H[SHULHQFH�KLJKHU�IDLOXUH�UDWHV�
WKDQ�ODUJHU�FRPSDQLHV��6PDOO�VL]HG�FRPSDQLHV�QRUPDOO\�KDYH�D�ORZHU�WUDGLQJ�YROXPH�WKDQ�ODUJHU�FRPSDQLHV��ZKLFK�PD\�WHQG�WR�
PDNH�WKHLU�PDUNHW�SULFH�IDOO�PRUH�GLVSURSRUWLRQDWHO\�WKDQ�ODUJHU�FRPSDQLHV�LQ�UHVSRQVH�WR�VHOOLQJ�SUHVVXUHV�DQG�PD\�KDYH�OLPLWHG�
PDUNHWV��SURGXFW�OLQHV��RU�¿QDQFLDO�UHVRXUFHV�DQG�ODFN�PDQDJHPHQW�H[SHULHQFH�

Subordinated and Lower-Rated Securities Risk.�$�VXEVWDQWLDO�SRUWLRQ�RI�WKH�GHEW�VHFXULWLHV�WKDW�WKH�)XQG�DFTXLUHV�PD\�EH�GHHPHG�
E\�UDWLQJ�DJHQFLHV� WR�KDYH�VXEVWDQWLDO�YXOQHUDELOLW\�WR�GHIDXOW� LQ�SD\PHQW�RI� LQWHUHVW�DQG�RU�SULQFLSDO��2WKHU�VHFXULWLHV� WKH�)XQG�
DFTXLUHV�KDYH�WKH�ORZHVW�TXDOLW\�UDWLQJV�RU�DUH�XQUDWHG��0DQ\�VHFXULWLHV�WKDW�WKH�)XQG�DFTXLUHV�DUH�VXERUGLQDWHG�LQ�FDVK�ÀRZ�SULRULW\�
WR�RWKHU�PRUH�³VHQLRU´�VHFXULWLHV�RI�WKH�VDPH�VHFXULWL]DWLRQ��$FFRUGLQJO\��WKH�VXERUGLQDWHG�DQG�ORZHU�UDWHG��RU�XQUDWHG��VHFXULWLHV�
LQ�ZKLFK� WKH� )XQG� LQYHVWV�PD\� H[SHULHQFH� VLJQL¿FDQW� SULFH� DQG� SHUIRUPDQFH� YRODWLOLW\� UHODWLYH� WR�PRUH� VHQLRU� RU� KLJKHU�UDWHG�
VHFXULWLHV��DQG�WKH\�DUH�VXEMHFW�WR�JUHDWHU�ULVN�RI�ORVV�WKDQ�PRUH�VHQLRU�RU�KLJKHU�UDWHG�VHFXULWLHV�ZKLFK��LI�UHDOL]HG��FRXOG�PDWHULDOO\�
DGYHUVHO\�D൵HFW�WKH�)XQG¶V�¿QDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�

Digital Records-Related Risks.�7KH�ORDQV�LQ�ZKLFK�WKH�)XQG�PD\�LQYHVW�PD\�FRQVLVW�RI�ORDQV�WKDW�DUH�VHFXUHG�E\�DVVHWV�ZKRVH�
RZQHUVKLS�LV�UHFRUGHG�GLJLWDOO\�RQ�D�GLVWULEXWHG�OHGJHU��7KH�XVH�RI�WHFKQRORJ\�WR�GLJLWDOO\�UHFRUG�ORDQ�FROODWHUDO��VXFK�DV�D�GLVWULEXWHG�
OHGJHU��SUHVHQWV�FHUWDLQ�ULVNV��ZKLFK�DUH�VXPPDUL]HG�EHORZ��7KH�WHFKQRORJ\�XWLOL]HG�PD\�EH�QHZ�DQG�GHYHORSLQJ��,W�PD\�EH�VXEMHFW�WR�
ULVNV�DVVRFLDWHG�ZLWK�FRQÀLFWLQJ�LQWHOOHFWXDO�SURSHUW\�FODLPV��&RPSHWLQJ�SODWIRUPV��QHWZRUNV�DQG�WHFKQRORJLHV�PD\EH�EH�GHYHORSHG�
VXFK�WKDW�FRQVXPHUV�DQG�RU�LQYHVWRUV�XVH�DQ�DOWHUQDWLYH�V\VWHP�RU�SURWRFRO��8VHUV�PD\�EH�VXEMHFW�WR�SRVVLEOH�F\EHUVHFXULW\�ULVN�DQG�
ULVN�UHODWHG�WR�DGKHUHQFH�WR�FU\SWRJUDSK\�UHTXLUHPHQWV��VXFK�DV�WKHIW��ORVV�RU�GHVWUXFWLRQ�RI�SDVVZRUGV�RU�SULYDWH�NH\V��7HFKQRORJ\�
UHJXODWLRQV� DUH� FRQWLQXLQJ� WR� EH� GHYHORSHG� DQG� WKHUHIRUH�PD\� EH� LQFRQVLVWHQW�� DEVHQW� RU� GH¿FLHQW�� VXFK� DV� WKRVH� SHUWDLQLQJ� WR�
GLVWULEXWHG�OHGJHU�WHFKQRORJ\��$V�VXFK�WKH�)XQG�PD\�EH�VXEMHFW�WR�YDULRXV�H[WHQVLYH�DQG�FRPSOH[�UHJXODWRU\�UHJLPHV��5HJXODWRU\�
FKDQJHV�RU�DFWLRQV�PD\�UHVWULFW�WKH�XVH�RI�D�SDUWLFXODU�WHFKQRORJ\�RU�SODWIRUP��7KH�WHFKQRORJ\�V\VWHPV�RQ�ZKLFK�WKHVH�DVVHWV�DUH�
UHFRUGHG��VWRUHG��WUDQVIHUUHG��RU�WUDGHG�PD\�EH�GHSHQGHQW�RQ�LQWHUQHW�LQIUDVWUXFWXUH�DQG�VXVFHSWLEOH�WR�V\VWHP�IDLOXUHV��VHFXULW\�ULVNV�
DQG�UDSLG�WHFKQRORJLFDO�FKDQJH��&KDQJHV�LQ�WKH�QHWZRUN�SURWRFRO��LQFOXGLQJ�VRIWZDUH�XSJUDGHV��RU�IRUNV�FRXOG�UHVXOW�LQ�WRWDO�ORVV�RI�
DVVHW�YDOXH�RU�UHFRUG�RI�WLWOH�RZQHUVKLS��³)RUNV´�JHQHUDOO\�UHIHU�WR�FKDQJHV�WR�WKH�ZD\�LQ�ZKLFK�D�GLVWULEXWHG�OHGJHU�LV�FRQVWUXFWHG��
7KH� ODFN�RI�D� OLTXLG�PDUNHW� IRU�GLJLWDOO\� UHFRUGHG�DVVHWV�FRXOG�GHFUHDVH� WKH�)XQG¶V�1$9�LQ� WKH�HYHQW� WKDW� LW�QHHGV� WR� OLTXLGDWH�
FROODWHUDO�

CLO Risk. &/2V�DUH�VHFXULWLHV�EDFNHG�E\�DQ�XQGHUO\LQJ�SRUWIROLR�RI�ORDQV��W\SLFDOO\�V\QGLFDWHG�ORDQV�RU�RWKHU�ORDQV�WR�FRUSRUDWH�
ERUURZHUV��&/2V�LVVXH�FODVVHV�RU�³WUDQFKHV´�WKDW�YDU\�LQ�VHQLRULW\��ULVN��DQG�\LHOG��&/2V�PD\�H[SHULHQFH�VXEVWDQWLDO�FUHGLW�ORVVHV�
DQG�RU�VXEVWDQWLDO�GHFOLQHV�LQ�PDUNHW�YDOXH�DV�UHVXOW�RI�DFWXDO�FROODWHUDO�GHIDXOWV��ZKLFK�PD\�GHWHULRUDWH�WKH�FUHGLW�VXSSRUW�VXSSOLHG�
E\�WKH�PRUH�VXERUGLQDWHG�WUDQFKHV�RI�WKH�&/2���DQWLFLSDWHG�FROODWHUDO�GHIDXOWV��RU�LQYHVWRU�DYHUVLRQ�WR�&/2�VHFXULWLHV�DV�D�FODVV��
7KH�ULVNV�RI�LQYHVWLQJ�LQ�D�&/2�WUDQFKH�JHQHUDOO\�UHÀHFW�WKH�FUHGLW�DQG�RWKHU�ULVNV�RI�WKH�DVVHWV�XQGHUO\LQJ�WKH�&/2��DV�ZHOO�DV�WKH�
VHQLRULW\�RI�WKH�WUDQFKH�ZLWKLQ�WKH�&/2�VWUXFWXUH��&/2V�DOVR�FDUU\�RWKHU�ULVNV�LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��LQWHUHVW�UDWH�ULVN�DQG�
SUHSD\PHQW�ULVN��&/2�HTXLW\�WUDQFKHV�DUH�XQUDWHG��DQG�&/2�HTXLW\�LQYHVWRUV�UHFHLYH�QR�SULQFLSDO�SD\PHQWV��LI�DQ\��XQWLO�DOO�&/2�
GHEW�WUDQFKHV�DUH�SDLG�

CLN Risk.�$�&/1�LV�D�IRUP�RI�FROODWHUDOL]HG�FUHGLW�GHULYDWLYH��7KH�DVVHW�FODVV�LV�DOVR�UHIHUUHG�WR�DV�5HJXODWRU\�&DSLWDO�5HOLHI�DQG�
6LJQL¿FDQW�5LVN�7UDQVIHU��,W�LV�VWUXFWXUHG�DV�D�QRWH�LVVXHG�E\�D�EDQNUXSWF\�UHPRWH�LVVXHU��ZLWK�DQ�HPEHGGHG�FUHGLW�GHIDXOW�VZDS�
DOORZLQJ�WKH� LVVXHU� WR� WUDQVIHU�D�VSHFL¿F�FUHGLW�ULVN��VXFK�DV�GHIDXOW�RU�IDLOXUH� WR�SD\�� WR� LQYHVWRUV�� ,Q� WKH�FDVH�RI�D�GHIDXOW�RQ�D�
UHIHUHQFH�REOLJDWLRQ�ZLWKLQ�WKH�SRUWIROLR��WKH�LQYHVWRUV�UHFHLYH�D�UHFRYHU\�UDWH��7KH�QRWH�PD\�KDYH�D�VWDWHG�PDWXULW\�DQG�FRXSRQ��
ZKLFK�PD\�EH�¿[HG�RU�ÀRDWLQJ�DQG�PDNH�SD\PHQWV�RQ�D�PRQWKO\��TXDUWHUO\�RU�VHPLDQQXDO�EDVLV��$�&/1�LV�QRQ�SULQFLSDO�SURWHFWHG��
,QYHVWRUV¶�FDSLWDO�LV������DW�ULVN�DQG�LQYHVWRUV�PD\�ORVH�DOO�RI�WKHLU�LQLWLDO�LQYHVWPHQW��7KH�LVVXHU�LV�QRW�REOLJDWHG�WR�UHSD\�WKH�GHEW�LI�
D�VSHFL¿HG�HYHQW�RFFXUV��7KH�UHIHUHQFH�SRUWIROLRV�PD\�EH�VXEMHFW�WR�UHSOHQLVKPHQWV��ZKLFK�PD\�PDWHULDOO\�FKDQJH�WKH�FKDUDFWHULVWLFV�
RI�WKH�SRUWIROLR�VXEMHFW�WR�FRQFHQWUDWLRQ�OLPLWDWLRQV�



  
�

RMBS Risk.�50%6�DUH�PDWHULDOO\�D൵HFWHG�E\�FRQGLWLRQV�LQ�WKH�UHVLGHQWLDO�PRUWJDJH�PDUNHW��WKH�UHVLGHQWLDO�UHDO�HVWDWH�PDUNHW��WKH�
¿QDQFLDO�PDUNHWV�DQG�WKH�HFRQRP\�JHQHUDOO\��&RQFHUQV�DERXW�WKH�UHVLGHQWLDO�PRUWJDJH�PDUNHW�DQG�D�GHFOLQLQJ�UHDO�HVWDWH�PDUNHW��DV�
ZHOO�DV�LQÀDWLRQ��HQHUJ\�FRVWV��JHRSROLWLFDO�LVVXHV�DQG�WKH�DYDLODELOLW\�DQG�FRVW�RI�FUHGLW��KDYH�LQ�WKH�SDVW�FRQWULEXWHG��DQG�FRXOG�LQ�
WKH�IXWXUH�FRQWULEXWH��WR�LQFUHDVHG�YRODWLOLW\�DQG�GLPLQLVKHG�H[SHFWDWLRQV�IRU�WKH�HFRQRP\�DQG�¿QDQFLDO�PDUNHWV��50%6�DUH�VXEMHFW�
WR�PDQ\�RI�WKH�ULVNV�RI�WKH�UHVSHFWLYH�XQGHUO\LQJ�PRUWJDJH�ORDQV��5HVLGHQWLDO�PRUWJDJH�ORDQV�DUH�W\SLFDOO\�VHFXUHG�E\�VLQJOH�IDPLO\�
UHVLGHQWLDO�SURSHUW\�DQG�DUH�VXEMHFW�WR�ULVNV�RI�GHOLQTXHQF\�DQG�IRUHFORVXUH�DQG�ULVNV�RI�ORVV��&HUWDLQ�50%6�WKDW�WKH�)XQG�DFTXLUHV�
DUH�VXERUGLQDWHG� LQ�FDVK�ÀRZ�SULRULW\� WR�RWKHU�PRUH�³VHQLRU´�VHFXULWLHV�RI� WKH�VDPH�VHFXULWL]DWLRQ��7KH�H[SRVXUH� WR�GHIDXOWV�RQ�
WKH�XQGHUO\LQJ�PRUWJDJHV�LV�VHYHUHO\�PDJQL¿HG�LQ�VXERUGLQDWHG�VHFXULWLHV��&HUWDLQ�VXERUGLQDWHG�VHFXULWLHV��³¿UVW�ORVV�VHFXULWLHV´��
DEVRUE�DOO�ORVVHV�IURP�GHIDXOW�EHIRUH�DQ\�RWKHU�FODVV�RI�VHFXULWLHV�LV�DW�ULVN��6XFK�VHFXULWLHV�WKHUHIRUH�DUH�FRQVLGHUHG�WR�EH�KLJKO\�
VSHFXODWLYH� LQYHVWPHQWV��$OVR�� WKH� ULVN�RI�GHFOLQLQJ� UHDO�HVWDWH�YDOXHV�� LQ�SDUWLFXODU�� LV�DPSOL¿HG� LQ� VXERUGLQDWHG�50%6��DV�DUH�
WKH�ULVNV�DVVRFLDWHG�ZLWK�SRVVLEOH�FKDQJHV�LQ�WKH�PDUNHW¶V�SHUFHSWLRQ�RI�WKH�HQWLW\�LVVXLQJ�RU�JXDUDQWHHLQJ�WKHP��RU�E\�FKDQJHV�LQ�
JRYHUQPHQW�UHJXODWLRQV�DQG�WD[�SROLFLHV�

Residential Mortgage Loan Risk.�$�UHVLGHQWLDO�PRUWJDJH�ORDQ�LV�GLUHFWO\�H[SRVHG�WR�ORVVHV�UHVXOWLQJ�IURP�GHIDXOW��7KHUHIRUH��WKH�
YDOXH�RI�WKH�XQGHUO\LQJ�SURSHUW\�� WKH�FUHGLWZRUWKLQHVV�DQG�¿QDQFLDO�SRVLWLRQ�RI�WKH�ERUURZHU�DQG�WKH�SULRULW\�DQG�HQIRUFHDELOLW\�
RI�WKH�OLHQ�ZLOO�VLJQL¿FDQWO\�LPSDFW�WKH�YDOXH�RI�VXFK�PRUWJDJH�ORDQ��,Q�WKH�HYHQW�RI�D�IRUHFORVXUH��WKH�)XQG�PD\�DVVXPH�GLUHFW�
RZQHUVKLS�RI�WKH�XQGHUO\LQJ�UHDO�HVWDWH��7KH�OLTXLGDWLRQ�SURFHHGV�XSRQ�VDOH�RI�VXFK�UHDO�HVWDWH�PD\�QRW�EH�VX൶FLHQW�WR�UHFRYHU�WKH�
)XQG¶V�FRVW�EDVLV�LQ�WKH�ORDQ��DQG�DQ\�FRVWV�RU�GHOD\V�LQYROYHG�LQ�WKH�IRUHFORVXUH�RU�OLTXLGDWLRQ�SURFHVV�PD\�LQFUHDVH�ORVVHV�

Consumer and Auto Loan Risk.�7KH�)XQG�PD\� LQYHVW� LQ�FRQVXPHU� ORDQV� �RU�$%6�EDFNHG�E\�FRQVXPHU� ORDQV��� LQFOXGLQJ�GHEW�
FRQVROLGDWLRQ�ORDQV��KRPH�LPSURYHPHQW�ORDQV��SHUVRQDO�ORDQV��UHVLGHQWLDO�UHDO�HVWDWH�LQYHVWPHQWV��FUHGLW�FDUGV��DQG�DXWRPRELOH�ORDQV��
7KH�SHUIRUPDQFH�RI�VXFK�LQYHVWPHQWV�ZLOO�EH�D൵HFWHG�E\��DPRQJ�RWKHU�WKLQJV��JHQHUDO�HFRQRPLF�FRQGLWLRQV��&KDQJHV�LQ�HFRQRPLF�
FRQGLWLRQV� KDYH� DGYHUVHO\� D൵HFWHG� WKH� SHUIRUPDQFH� DQG�PDUNHW� YDOXH� RI� VXFK� LQYHVWPHQWV��&RQVXPHU� ORDQV� DUH� VXVFHSWLEOH� WR�
SUHSD\PHQW�ULVNV�DQG�GHIDXOW�ULVNV��8QVHFXUHG�FRQVXPHU�ORDQV�DUH�QRW�VHFXUHG�E\�DQ\�FROODWHUDO�RI�WKH�ERUURZHUV��7KH�UHSD\PHQW�
RI�XQVHFXUHG�FRQVXPHU�ORDQV�LV�GHSHQGHQW�XSRQ�WKH�DELOLW\�DQG�ZLOOLQJQHVV�RI�WKH�ERUURZHUV�WR�UHSD\��2WKHU�FRQVXPHU�ORDQV��OLNH�
DXWRPRELOH�ORDQV��PD\�EH�VHFXUHG�E\�FROODWHUDO��EXW�WKH�YDOXH�RI�WKDW�FROODWHUDO�LV�QRW�JXDUDQWHHG��$XWRPRELOH�ORDQV�DUH�QRW�W\SLFDOO\�
LQVXUHG�RU�JXDUDQWHHG�E\�DQ\�RWKHU�SHUVRQ�RU�HQWLW\��,QFUHDVHV�LQ�XQHPSOR\PHQW��GHFUHDVHV�LQ�KRPH�YDOXHV�RU�WKH�YDOXHV�RI�RWKHU�
FRQVXPHU�DVVHWV�RU�ODFN�RI�DYDLODELOLW\�RI�FUHGLW�PD\�OHDG�WR�LQFUHDVHG�GHIDXOW�UDWHV�DQG�PD\�DOVR�EH�DFFRPSDQLHG�E\�GHFUHDVHG�
FRQVXPHU�GHPDQG� IRU�DXWRPRELOHV�DQG�GHFOLQLQJ�YDOXHV�RI�DXWRPRELOHV� VHFXULQJ�RXWVWDQGLQJ�DXWRPRELOH� ORDQ�FRQWUDFWV��ZKLFK�
ZHDNHQV�FROODWHUDO�FRYHUDJH�DQG�LQFUHDVHV�WKH�DPRXQW�RI�D�ORVV�LQ�WKH�HYHQW�RI�GHIDXOW��6LJQL¿FDQW�LQFUHDVHV�LQ�WKH�LQYHQWRU\�RI�XVHG�
DXWRPRELOHV�GXULQJ�SHULRGV�RI�HFRQRPLF�UHFHVVLRQ�RU�RWKHUZLVH�PD\�DOVR�GHSUHVV�WKH�SULFHV�DW�ZKLFK�UHSRVVHVVHG�DXWRPRELOHV�PD\�
EH�VROG�RU�GHOD\�WKH�WLPLQJ�RI�WKHVH�VDOHV��7KH�RFFXUUHQFH�RI�DQ\�RI�DQ\�RI�WKH�IRUHJRLQJ�ULVNV�FRXOG��DPRQJ�RWKHU�WKLQJV��DGYHUVHO\�
D൵HFW�WKH�FRQVXPHU�ORDQV��RU�WKH�$%6�EDFNHG�E\�FRQVXPHU�ORDQV��LQ�ZKLFK�WKH�)XQG�PD\�LQYHVW�

CMBS and Other Commercial Real Estate Debt Risk.�,QYHVWLQJ�LQ�FRPPHUFLDO�UHDO�HVWDWH�GHEW�HQWDLOV�YDULRXV�ULVNV��FUHGLW�ULVN��
OLTXLGLW\�ULVN��LQWHUHVW�UDWH�ULVN��PDUNHW�ULVN��RSHUDWLRQV�ULVN��VWUXFWXUDO�ULVNV��JHRJUDSKLFDO�FRQFHQWUDWLRQ�ULVN�DQG�OHJDO�ULVN��&UHGLW�
ULVN�RQ�WKHVH�DVVHWV�DULVHV�SULPDULO\�IURP�WKH�SRWHQWLDO�IRU�ORVVHV�GXH�WR�GHOLQTXHQFLHV�DQG�GHIDXOWV�E\�WKH�ERUURZHUV�LQ�SD\PHQWV�RQ�
WKH�XQGHUO\LQJ�REOLJDWLRQV��DQG�WKH�ULVN�WKDW�WKH�VHUYLFHU�IDLOV�WR�SHUIRUP��7KH�)XQG�ZLOO�UHO\�RQ�ORDQ�VHUYLFHUV�WR�FROOHFW�SULQFLSDO�
DQG�LQWHUHVW�SD\PHQWV�DQG�HQJDJH�LQ�ORVV�PLWLJDWLRQ�H൵RUWV��7R�WKH�H[WHQW�D�ORDQ�VHUYLFHU�IDLOV�WR�SHUIRUP�WKHVH�WDVNV��WKH�)XQG¶V�
LQYHVWPHQWV�PD\�EH�DGYHUVHO\�D൵HFWHG��2SHUDWLRQV� ULVN� UHIHUV� WR� WKH� ULVN� WKDW� WKH� LQFRPH�JHQHUDWLQJ�SURSHUWLHV�RI� WKH�SURSHUW\�
VXSSRUWLQJ�WKH�ORDQ�GRHV�QRW�SHUIRUP�DV�H[SHFWHG��&0%6�DUH�VXEMHFW�WR�ULVNV�DVVRFLDWHG�ZLWK�WKHLU�VWUXFWXUH�DQG�H[HFXWLRQ��LQFOXGLQJ�
WKH�SURFHVV�E\�ZKLFK�SULQFLSDO�DQG�LQWHUHVW�SD\PHQWV�DUH�DOORFDWHG�DQG�GLVWULEXWHG�WR�LQYHVWRUV��KRZ�FUHGLW�ORVVHV�D൵HFW�WKH�LVVXLQJ�
YHKLFOH�DQG�WKH�UHWXUQ�WR�LQYHVWRUV�LQ�VXFK�&0%6��ZKHWKHU�WKH�FROODWHUDO�UHSUHVHQWV�D�¿[HG�VHW�RI�VSHFL¿F�DVVHWV�RU�DFFRXQWV��ZKHWKHU�
WKH�XQGHUO\LQJ�FROODWHUDO�DVVHWV�DUH�UHYROYLQJ�RU�FORVHG�HQG��XQGHU�ZKDW�WHUPV��LQFOXGLQJ�PDWXULW\�RI�WKH�&0%6��DQ\�UHPDLQLQJ�
EDODQFH�LQ�WKH�DFFRXQWV�PD\�UHYHUW�WR�WKH�LVVXLQJ�HQWLW\��DQG�WKH�H[WHQW�WR�ZKLFK�WKH�HQWLW\�WKDW�LV�WKH�DFWXDO�VRXUFH�RI�WKH�FROODWHUDO�
DVVHWV�LV�REOLJDWHG�WR�SURYLGH�VXSSRUW�WR�WKH�LVVXLQJ�YHKLFOH�RU�WR�WKH�LQYHVWRUV�LQ�VXFK�&0%6��,Q�DGGLWLRQ��FRQFHQWUDWLRQV�RI�&0%6�
RI�D�SDUWLFXODU�W\SH��DV�ZHOO�DV�FRQFHQWUDWLRQV�RI�&0%6�LVVXHG�RU�JXDUDQWHHG�E\�D൶OLDWHG�REOLJRUV��VHUYLFHG�E\�WKH�VDPH�VHUYLFHU�RU�
EDFNHG�E\�XQGHUO\LQJ�FROODWHUDO�ORFDWHG�LQ�D�VSHFL¿F�JHRJUDSKLF�UHJLRQ��PD\�VXEMHFW�WKH�&0%6�WR�DGGLWLRQDO�ULVN�

Prepayment Risk and Extension Risk.�)L[HG� LQFRPH�VHFXULWLHV�DQG� ORDQV�ZLWK�XQFHUWDLQ�SULQFLSDO� UHSD\PHQW�VFKHGXOHV�FDQ�EH�
VXEMHFW� WR�SUHSD\PHQW� ULVN�DQG�RU�H[WHQVLRQ� ULVN�� ,I� WKH�)XQG�KROGV�D�GHEW� LQVWUXPHQW�ZLWK�D�KLJKHU� LQWHUHVW� UDWH� WKDQ� WKH� WKHQ�
SUHYDLOLQJ�PDUNHW�LQWHUHVW�UDWH�IRU�VLPLODU�LQVWUXPHQWV��DQG�VXFK�LQYHVWPHQW�SUHSD\V��RU�LV�DQWLFLSDWHG�WR�SUHSD\���WKH�)XQG�FRXOG�
VX൵HU�ORVVHV��6LPLODUO\��LI�WKH�)XQG�KROGV�D�GHEW�LQVWUXPHQW�ZLWK�D�ORZHU�LQWHUHVW�UDWH�WKDQ�WKH�WKHQ�SUHYDLOLQJ�PDUNHW�LQWHUHVW�UDWH�
IRU�VLPLODU�LQVWUXPHQWV��DQG�WKH�H[SHFWHG�OLIH�RI�VXFK�LQYHVWPHQW�H[WHQGV��RU�LV�DQWLFLSDWHG�WR�H[WHQG���WKH�)XQG�FRXOG�VX൵HU�ORVVHV�

Syndicated Loan Risk. 7KH�)XQG�PD\�LQYHVW�LQ�V\QGLFDWHG�ORDQV��ZKLFK�DUH�W\SLFDOO\�ORDQV�WR�FRUSRUDWH�HQWLWLHV�RULJLQDWHG�E\�RQH�RU�
PRUH�OHQGHUV��DQG�WKHQ�WUDGHG�LQ�WKH�VHFRQGDU\�PDUNHW��7KH�SULPDU\�ULVN�RI�D�V\QGLFDWHG�ORDQ�LV�WKH�FUHGLWZRUWKLQHVV�RI�WKH�FRUSRUDWH�
ERUURZHU�



 
�

High Yield Risk��/RZHU�TXDOLW\�GHEW�VHFXULWLHV��NQRZQ�DV�³KLJK�\LHOG´�RU�³MXQN´�ERQGV��SUHVHQW�JUHDWHU�ULVN�WKDQ�ERQGV�RI�KLJKHU�
TXDOLW\�� LQFOXGLQJ� DQ� LQFUHDVHG� ULVN� RI� GHIDXOW��$Q� HFRQRPLF� GRZQWXUQ� RU� SHULRG� RI� ULVLQJ� LQWHUHVW� UDWHV� FRXOG� DGYHUVHO\� D൵HFW�
WKH�PDUNHW�IRU�WKHVH�ERQGV�DQG�UHGXFH�WKH�)XQG¶V�DELOLW\�WR�VHOO�LWV�ERQGV��$GGLWLRQDOO\��KLJK�\LHOG�LVVXHUV�PD\�VHHN�EDQNUXSWF\�
SURWHFWLRQ�ZKLFK�ZLOO� GHOD\� UHVROXWLRQ� RI� ERQG� KROGHU� FODLPV� DQG�PD\� HOLPLQDWH� RU�PDWHULDOO\� UHGXFH� OLTXLGLW\��7KH�$GYLVHU¶V�
DVVHVVPHQW�RI�DQ�LVVXHU¶V�FUHGLW�TXDOLW\�PD\�SURYH�LQFRUUHFW�DQG�WKH�)XQG�FRXOG�VX൵HU�ORVVHV�

Reverse Mortgage Risks. 7KH�)XQG�PD\�LQYHVW�LQ�VHFXULWLHV�WKDW�UHÀHFW�DQ�LQWHUHVW�LQ�UHYHUVH�PRUWJDJHV��,Q�D�UHYHUVH�PRUWJDJH��
D�OHQGHU�PDNHV�D�ORDQ�WR�D�KRPHRZQHU�EDVHG�RQ�WKH�KRPHRZQHU¶V�HTXLW\�LQ�KLV�RU�KHU�KRPH��:KLOH�D�KRPHRZQHU�PXVW�EH�DJH����
RU� ROGHU� WR� TXDOLI\� IRU� D� UHYHUVH�PRUWJDJH�� UHYHUVH�PRUWJDJHV�PD\� KDYH� QR� LQFRPH� UHVWULFWLRQV��5HSD\PHQW� RI� WKH� LQWHUHVW� RU�
SULQFLSDO�IRU�WKH�ORDQ�LV�JHQHUDOO\�QRW�UHTXLUHG�XQWLO�WKH�KRPHRZQHU�GLHV��VHOOV�WKH�KRPH��RU�FHDVHV�WR�XVH�WKH�KRPH�DV�KLV�RU�KHU�
SULPDU\�UHVLGHQFH��5HYHUVH�PRUWJDJHV�DUH�VXEMHFW�WR�GL൵HUHQW�ULVNV�WKDQ�WUDGLWLRQDO�PRUWJDJHV�EHFDXVH�WKH�UHSD\PHQW�IRU�WKH�ORDQV�
LV�XQFHUWDLQ�DQG�PD\�RFFXU�VRRQHU�RU�ODWHU�WKDQ�DQWLFLSDWHG�EDVHG�RQ�WKH�OLIH�VSDQ�RI�WKH�KRPHRZQHU�

Distressed and Defaulted Instruments or Special Situations Investments Risks. 7KH�)XQG�PD\�LQYHVW�GLUHFWO\�RU�LQGLUHFWO\�LQ�&UHGLW�
,QYHVWPHQWV�RI�¿QDQFLDOO\�GLVWUHVVHG�LVVXHUV�RU�FUHGLW�LQYHVWPHQWV�WKDW�DUH�LQ�GHIDXOW��ZKLFK�LQYROYH�VXEVWDQWLDO�ULVNV��'LVWUHVVHG�
GHEW�PD\�SUHVHQW�D�VXEVWDQWLDO�ULVN�RI�GHIDXOW�RU�PD\�EH�LQ�GHIDXOW�DW�WKH�WLPH�WKH�)XQG�LQYHVWV��7KH�)XQG�PD\�LQFXU�DGGLWLRQDO�
H[SHQVHV� WR� WKH�H[WHQW� LW� LV� UHTXLUHG� WR�VHHN�UHFRYHU\�XSRQ�D�GHIDXOW� LQ� WKH�SD\PHQW�RI�SULQFLSDO�RU� LQWHUHVW�RQ� LWV� LQYHVWPHQWV��
7KH�)XQG�PD\�LQYHVW�LQ�RU�DFTXLUH�&UHGLW�,QYHVWPHQWV�RI�FRPSDQLHV�LQYROYHG�LQ�RU�XQGHUJRLQJ�ZRUN�RXWV��OLTXLGDWLRQV��VSLQR൵V��
UHRUJDQL]DWLRQV��EDQNUXSWFLHV�RU�RWKHU�FDWDO\WLF�FKDQJHV�RU�VLPLODU�WUDQVDFWLRQV��6XFK�LQYHVWPHQWV�PD\�LQFOXGH�GHEWRU�LQ�SRVVHVVLRQ�
¿QDQFLQJ��,Q�DQ\�UHRUJDQL]DWLRQ�RU�OLTXLGDWLRQ�SURFHHGLQJ�UHODWLQJ�WR�DQ�LQYHVWPHQW�LQ�D�¿QDQFLDOO\�GLVWUHVVHG�LVVXHU��WKH�)XQG�PD\�
ORVH�LWV�HQWLUH�LQYHVWPHQW�RU�PD\�EH�UHTXLUHG�WR�DFFHSW�FDVK�RU�VHFXULWLHV�ZLWK�D�YDOXH�VXEVWDQWLDOO\�OHVV�WKDQ�LWV�RULJLQDO�LQYHVWPHQW��
$PRQJ�WKH�ULVNV�LQKHUHQW�LQ�LQYHVWPHQWV�LQ�D�WURXEOHG�LVVXHU�LV�WKDW�LW�LV�RIWHQ�GL൶FXOW�WR�REWDLQ�LQIRUPDWLRQ�DV�WR�WKH�WUXH�¿QDQFLDO�
FRQGLWLRQ�RI�WKH�LVVXHU��)XUWKHU��GLVWUHVVHG�LQYHVWLQJ�JLYHV�ULVH�WR�WKH�ULVNV�WKDW�WKH�FRQWHPSODWHG�WUDQVDFWLRQ�ZLOO�EH�XQVXFFHVVIXO��
ZLOO�EH�FRQVLGHUDEO\�GUDZQ�RXW�RYHU�WLPH�RU�ZLOO�UHVXOW�LQ�D�GLVWULEXWLRQ�RI�FDVK�RU�D�QHZ�VHFXULW\�ZLWK�D�YDOXH�OHVV�WKDQ�WKH�SXUFKDVH�
SULFH�RI� WKH� VHFXULW\�RU�RWKHU�¿QDQFLDO� LQVWUXPHQW� LQ� UHVSHFW�RI�ZKLFK� VXFK�GLVWULEXWLRQ� LV� UHFHLYHG��6LPLODUO\�� LI� DQ�DQWLFLSDWHG�
WUDQVDFWLRQ�GRHV�QRW�LQ�IDFW�RFFXU��WKH�)XQG�PD\�EH�UHTXLUHG�WR�VHOO�LWV�LQYHVWPHQW�DW�D�ORVV�RU��LI�WKHUH�LV�QR�VHFRQGDU\�PDUNHW�IRU�
VXFK�LQYHVWPHQW��PD\�EH�UHTXLUHG�WR�KROG�DQ�LQYHVWPHQW�ZLWK�OLWWOH�RU�QR�YDOXH��:KHQ�GHDOLQJ�ZLWK�LQYHVWPHQWV�LQ�GLVWUHVVHG�LVVXHUV��
WKH�)XQG�PD\�DOVR�H[SHULHQFH�RWKHU�ULVNV��LQFOXGLQJ�OHJDO�GL൶FXOWLHV�DQG�QHJRWLDWLRQV�ZLWK�FUHGLWRUV�DQG�RWKHU�FODLPDQWV��%HFDXVH�
WKHUH�LV�VXEVWDQWLDO�XQFHUWDLQW\�FRQFHUQLQJ�WKH�RXWFRPH�RI�WUDQVDFWLRQV�LQYROYLQJ�WKH�¿QDQFLDOO\�WURXEOHG�LVVXHUV�LQ�ZKLFK�WKH�)XQG�
PD\�LQYHVW��WKHUH�LV�D�SRWHQWLDO�ULVN�RI�ORVV�E\�WKH�)XQG�RI�LWV�HQWLUH�LQYHVWPHQW�LQ�VXFK�LVVXHUV�

Underlying Funds Risk. <RXU�FRVW�RI�LQYHVWLQJ�LQ�WKH�)XQG��GXH�WR�LWV�LQYHVWPHQWV�LQ�8QGHUO\LQJ�)XQGV��PD\�EH�KLJKHU�WKDQ�WKH�FRVW�
RI�LQYHVWLQJ�LQ�D�)XQG�WKDW�RQO\�LQYHVWV�GLUHFWO\�LQ�LQGLYLGXDO�VHFXULWLHV��,I�WKH�)XQG�LQYHVWV�LWV�DVVHWV�LQ�XQGHUO\LQJ�FORVHG�HQG�IXQGV��
PXWXDO�IXQGV��H[FKDQJH�WUDGHG�IXQGV��SULYDWH�IXQGV�RU�RWKHU�SRROHG�YHKLFOHV��WKH�)XQG¶V�DELOLW\�WR�DFKLHYH�LWV�LQYHVWPHQW�REMHFWLYH�
GHSHQGV�ODUJHO\�RQ�WKH�SHUIRUPDQFH�RI�WKH�8QGHUO\LQJ�)XQGV�VHOHFWHG��(DFK�RI�WKH�8QGHUO\LQJ�)XQGV�KDV�LWV�RZQ�LQYHVWPHQW�ULVNV��
DQG�WKRVH�ULVNV�FDQ�D൵HFW�WKH�YDOXH�RI�WKH�8QGHUO\LQJ�)XQGV¶�VKDUHV�DQG�WKHUHIRUH�WKH�YDOXH�RI�WKH�)XQG¶V�LQYHVWPHQWV��7KHUH�FDQ�EH�
QR�DVVXUDQFH�WKDW�WKH�LQYHVWPHQW�REMHFWLYH�RI�DQ\�8QGHUO\LQJ�)XQG�ZLOO�EH�DFKLHYHG�

Spread Risk��:LGHU�FUHGLW�VSUHDGV�DQG�GHFUHDVLQJ�PDUNHW�YDOXHV� W\SLFDOO\�UHSUHVHQW�D�GHWHULRUDWLRQ�RI� WKH�GHEW�VHFXULW\¶V�FUHGLW�
VRXQGQHVV�DQG�D�SHUFHLYHG�JUHDWHU�OLNHOLKRRG�RU�ULVN�RI�GHIDXOW�E\�WKH�LVVXHU�

See “5LVN�)DFWRUV´�IRU�IXUWKHU�LQIRUPDWLRQ�RQ�WKH�)XQG¶V�SULQFLSDO�LQYHVWPHQW�ULVNV�

0DQDJHPHQW�RI�WKH�)XQG
7KH�VHUYLFHV�QHFHVVDU\�IRU�WKH�)XQG¶V�GDLO\�RSHUDWLRQV�DUH�SURYLGHG�E\�YDULRXV�VHUYLFH�SURYLGHUV��6HH�³0DQDJHPHQW�RI�WKH�)XQG�´

,QYHVWPHQW�$GYLVHU��$��)LQDQFLDO�,QYHVWPHQWV��//&��ORFDWHG�DW����0DGLVRQ�6WUHHW��6XLWH������'HQYHU�&RORUDGR��������VHUYHV�DV�
WKH�)XQG¶V�LQYHVWPHQW�DGYLVHU�SXUVXDQW�WR�D�PDQDJHPHQW�DJUHHPHQW�ZLWK�WKH�)XQG�WKDW�KDV�DQ�LQLWLDO�WZR�\HDU�WHUP�DQG�LV�VXEMHFW�WR�
DQQXDO�UHQHZDO�WKHUHDIWHU�E\�WKH�)XQG¶V�%RDUG�RI�7UXVWHHV��WKH�³%RDUG´���7KH�$GYLVHU�LV�UHJLVWHUHG�ZLWK�WKH�6(&�DV�DQ�LQYHVWPHQW�
DGYLVHU�XQGHU�WKH�,QYHVWPHQW�$GYLVHUV�$FW�RI�������DV�DPHQGHG��WKH�³$GYLVHUV�$FW´���7KH�$GYLVHU�LV�HQWLWOHG�WR�UHFHLYH�D�PRQWKO\�
IHH�DW�WKH�DQQXDO�UDWH�RI�������RI�WKH�)XQG¶V�DYHUDJH�GDLO\�QHW�DVVHWV��WKH�³$GYLVRU\�)HH´��

7KH�$GYLVHU�DQG�WKH�)XQG�KDYH�HQWHUHG�LQWR�DQ�RSHUDWLQJ�H[SHQVHV�OLPLWDWLRQ�DJUHHPHQW��WKH�³([SHQVH�/LPLWDWLRQ�$JUHHPHQW´��
XQGHU�ZKLFK�WKH�$GYLVHU�KDV�DJUHHG��XQWLO�DW�OHDVW�RQH�\HDU�DIWHU�WKH�H൵HFWLYH�GDWH�RI�WKH�)XQG¶V�UHJLVWUDWLRQ�VWDWHPHQW��WR�SD\�RU�
DEVRUE�WKH�RUGLQDU\�RSHUDWLQJ�H[SHQVHV�RI�WKH�)XQG��H[FOXGLQJ��L��LQWHUHVW�H[SHQVHV�DQG�GLYLGHQGV�RQ�VKRUW�VDOHV��DQG�DQ\�IHHV�DQG�
H[SHQVHV�LQFXUUHG�LQ�FRQQHFWLRQ�ZLWK�FUHGLW�IDFLOLWLHV�LQFOXGLQJ�DQ\�FRPPLWPHQW�IHHV�RQ�ERUURZLQJV��LI�DQ\��REWDLQHG�E\�WKH�)XQG��
�LL��WUDQVDFWLRQ�FRVWV�DQG�RWKHU�H[SHQVHV�LQFXUUHG�LQ�FRQQHFWLRQ�ZLWK�WKH�DFTXLVLWLRQ��¿QDQFLQJ��PDLQWHQDQFH��DQG�GLVSRVLWLRQ�RI�WKH�
)XQG¶V�LQYHVWPHQWV�DQG�SURVSHFWLYH�LQYHVWPHQWV��LQFOXGLQJ�ZLWKRXW�OLPLWDWLRQ�EDQN�DQG�FXVWRG\�IHHV��EURNHUDJH�FRPPLVVLRQV��OHJDO��
GDWD��FRQVXOWLQJ�DQG�GXH�GLOLJHQFH�FRVWV��VHUYLFLQJ�DQG�SURSHUW\�PDQDJHPHQW�FRVWV��FROODWHUDO�YDOXDWLRQV��OLTXLGDWLRQ�DQG�FXVWRG\�
FRVWV���LLL��DFTXLUHG�IXQG�IHHV�DQG�H[SHQVHV���LY��WD[HV��DQG��Y��H[WUDRUGLQDU\�H[SHQVHV�LQFOXGLQJ�EXW�QRW�OLPLWHG�WR�OLWLJDWLRQ�FRVWV��
WR�WKH�H[WHQW�WKDW�LWV�PDQDJHPHQW�IHHV�SOXV�DSSOLFDEOH�GLVWULEXWLRQ�DQG�VKDUHKROGHU�VHUYLFLQJ�IHHV�DQG�WKH�)XQG¶V�RUGLQDU\�RSHUDWLQJ�



  
��

H[SHQVHV�ZRXOG�RWKHUZLVH�H[FHHG��RQ�D�\HDU�WR�GDWH�EDVLV��������SHU�DQQXP�RI�WKH�)XQG¶V�DYHUDJH�GDLO\�QHW�DVVHWV��7KH�([SHQVH�
/LPLWDWLRQ�$JUHHPHQW�PD\�QRW�EH�WHUPLQDWHG�E\�WKH�$GYLVHU��EXW�LW�PD\�EH�WHUPLQDWHG�E\�WKH�%RDUG��RQ����GD\V�ZULWWHQ�QRWLFH�WR�WKH�
$GYLVHU��7KH�$GYLVHU�PD\�ZDLYH�RU�UHLPEXUVH�DGGLWLRQDO�IHHV�RI�WKH�)XQG�LQ�LWV�GLVFUHWLRQ�

$Q\�ZDLYHU�RU�UHLPEXUVHPHQW�E\�WKH�$GYLVHU�LV�VXEMHFW�WR�UHSD\PHQW�E\�WKH�)XQG�ZLWKLQ�WKH�WKUHH�\HDUV�IURP�WKH�GDWH�WKH�$GYLVHU�
ZDLYHG�DQ\�SD\PHQW�RU�UHLPEXUVHG�DQ\�H[SHQVH��LI��DIWHU�WDNLQJ�WKH�UHSD\PHQW�LQWR�DFFRXQW��WKH�)XQG�LV�DEOH�WR�PDNH�WKH�UHSD\PHQW�
ZLWKRXW�H[FHHGLQJ�WKH�H[SHQVH�OLPLWDWLRQ�LQ�SODFH�DW�WKH�WLPH�RI�WKH�ZDLYHU�DQG�DW�WKH�WLPH�RI�WKH�UHLPEXUVHPHQW�SD\PHQW��6HH�
“0DQDJHPHQW�RI�WKH�)XQG�´

$GPLQLVWUDWRU�DQG�$FFRXQWLQJ�$JHQW��80%�)XQG�6HUYLFHV��,QF��ZLOO�VHUYH�DV�WKH�DGPLQLVWUDWRU�DQG�DFFRXQWLQJ�DJHQW�IRU�WKH�)XQG�
�WKH�³$GPLQLVWUDWRU´��

7UDQVIHU�$JHQW��80%�)XQG�6HUYLFHV��,QF���WKH�³7UDQVIHU�$JHQW´��VHUYHV�DV�WUDQVIHU�DJHQW�IRU�WKH�)XQG�

&XVWRGLDQ��80%�%DQN��1�$��VHUYHV�DV�WKH�)XQG¶V�FXVWRGLDQ��WKH�³&XVWRGLDQ´��

5HSXUFKDVHV�RI�6KDUHV
7KH�)XQG�LV�DQ�LQWHUYDO�IXQG�DQG��DV�VXFK��KDV�DGRSWHG�D�IXQGDPHQWDO�SROLF\�WR�PDNH�TXDUWHUO\�UHSXUFKDVH�R൵HUV��DW�1$9��RI�QR�
OHVV�WKDQ����RI�WKH�VKDUHV�RXWVWDQGLQJ��7KHUH�LV�QR�JXDUDQWHH�WKDW�VKDUHKROGHUV�ZLOO�EH�DEOH�WR�VHOO�DOO�RI�WKH�VKDUHV�WKH\�GHVLUH�LQ�
D�TXDUWHUO\�UHSXUFKDVH�R൵HU�EHFDXVH�VKDUHKROGHUV��LQ�WRWDO��PD\�ZLVK�WR�VHOO�PRUH�WKDQ����RI�WKH�)XQG¶V�VKDUHV��/LTXLGLW\�ZLOO�EH�
SURYLGHG�WR�VKDUHKROGHUV�RQO\�WKURXJK�WKH�)XQG¶V�TXDUWHUO\�UHSXUFKDVHV��)ROORZLQJ�D�TXDUWHUO\�UHSXUFKDVH�R൵HU��WKH�)XQG�LV�UHTXLUHG�
WR�PDLQWDLQ�OLTXLG�VHFXULWLHV��FDVK�RU�DFFHVV�WR�D�EDQN�OLQH�RI�FUHGLW�LQ�DPRXQWV�VX൶FLHQW�WR�PHHW�WKH�TXDUWHUO\�UHGHPSWLRQ�DPRXQW��
See “Quarterly Repurchases of Shares�´

'LVWULEXWLRQV
7KH�)XQG¶V� GLVWULEXWLRQ� SROLF\� LV� WR�PDNH�TXDUWHUO\� GLVWULEXWLRQV� WR� VKDUHKROGHUV�� ,I�� IRU� DQ\� GLVWULEXWLRQ�� LQYHVWPHQW� FRPSDQ\�
WD[DEOH�LQFRPH��ZKLFK�WHUP�LQFOXGHV�QHW�VKRUW�WHUP�FDSLWDO�JDLQ���LI�DQ\��DQG�QHW�WD[�H[HPSW�LQFRPH��LI�DQ\��LV�OHVV�WKDQ�WKH�DPRXQW�
RI�WKH�GLVWULEXWLRQ��WKHQ�WKH�GL൵HUHQFH�ZLOO�JHQHUDOO\�EH�D�WD[�IUHH�UHWXUQ�RI�FDSLWDO�GLVWULEXWHG�IURP�WKH�)XQG¶V�DVVHWV��7KH�)XQG¶V�
¿QDO�GLVWULEXWLRQ�IRU�HDFK�FDOHQGDU�\HDU�ZLOO�LQFOXGH�DQ\�UHPDLQLQJ�LQYHVWPHQW�FRPSDQ\�WD[DEOH�LQFRPH�DQG�QHW�WD[�H[HPSW�LQFRPH�
XQGLVWULEXWHG�GXULQJ�WKH�\HDU��DV�ZHOO�DV�DOO�QHW�FDSLWDO�JDLQ�UHDOL]HG�GXULQJ�WKH�\HDU��,I�WKH�WRWDO�GLVWULEXWLRQV�PDGH�LQ�DQ\�FDOHQGDU�
\HDU� H[FHHG� LQYHVWPHQW� FRPSDQ\� WD[DEOH� LQFRPH��QHW� WD[�H[HPSW� LQFRPH�DQG�QHW� FDSLWDO�JDLQ�� VXFK�H[FHVV�GLVWULEXWHG�DPRXQW�
ZRXOG�EH�WUHDWHG�DV�RUGLQDU\�GLYLGHQG�LQFRPH�WR�WKH�H[WHQW�RI�WKH�)XQG¶V�FXUUHQW�DQG�DFFXPXODWHG�HDUQLQJV�DQG�SUR¿WV��'LVWULEXWLRQV�
WR�D�VKDUHKROGHU�LQ�H[FHVV�RI�WKH�HDUQLQJV�DQG�SUR¿WV�ZRXOG�¿UVW�EH�D�WD[�IUHH�UHWXUQ�RI�FDSLWDO�WR�WKH�H[WHQW�RI�VXFK�VKDUHKROGHU¶V�
DGMXVWHG�WD[�EDVLV�LQ�WKH�VKDUHV��$IWHU�VXFK�DGMXVWHG�WD[�EDVLV�LV�UHGXFHG�WR�]HUR��WKH�GLVWULEXWLRQ�ZRXOG�FRQVWLWXWH�FDSLWDO�JDLQ�IRU�
VXFK�VKDUHKROGHU��DVVXPLQJ�WKH�VKDUHV�DUH�KHOG�DV�FDSLWDO�DVVHWV��

8�6��)HGHUDO�,QFRPH�7D[�0DWWHUV
7KH�)XQG�LQWHQGV�WR�HOHFW�WR�EH�WUHDWHG�DQG�WR�TXDOLI\�HDFK�\HDU�IRU�WD[DWLRQ�DV�D�³UHJXODWHG�LQYHVWPHQW�FRPSDQ\´��³5,&´��XQGHU�
6XEFKDSWHU�0�RI�WKH�,QWHUQDO�5HYHQXH�&RGH�RI�������DV�DPHQGHG��WKH�³&RGH´���,Q�RUGHU�IRU�WKH�)XQG�WR�TXDOLI\�DV�D�5,&��LW�PXVW�
PHHW�DQ�LQFRPH�DQG�DVVHW�GLYHUVL¿FDWLRQ�WHVW�HDFK�\HDU��,I�WKH�)XQG�VR�TXDOL¿HV�DQG�VDWLV¿HV�FHUWDLQ�GLVWULEXWLRQ�UHTXLUHPHQWV��WKH�
)XQG��EXW�QRW�LWV�VKDUHKROGHUV��ZLOO�QRW�EH�VXEMHFW�WR�IHGHUDO�LQFRPH�WD[�WR�WKH�H[WHQW�LW�GLVWULEXWHV�LWV�LQYHVWPHQW�FRPSDQ\�WD[DEOH�
LQFRPH�DQG�QHW�FDSLWDO�JDLQV��WKH�H[FHVV�RI�QHW�ORQJ�WHUP�FDSLWDO�JDLQV�RYHU�QHW�VKRUW�WHUP�FDSLWDO�ORVV��LQ�D�WLPHO\�PDQQHU�WR�LWV�
VKDUHKROGHUV�LQ�WKH�IRUP�RI�GLYLGHQGV�RU�FDSLWDO�JDLQ�GLVWULEXWLRQV��7KH�&RGH�LPSRVHV�D����QRQGHGXFWLEOH�H[FLVH�WD[�RQ�5,&V��VXFK�
DV�WKH�)XQG��WR�WKH�H[WHQW�WKH\�GR�QRW�PHHW�FHUWDLQ�GLVWULEXWLRQ�UHTXLUHPHQWV�E\�WKH�HQG�RI�HDFK�FDOHQGDU�\HDU��7KH�)XQG�JHQHUDOO\�
DQWLFLSDWHV�PHHWLQJ�WKHVH�GLVWULEXWLRQ�UHTXLUHPHQWV��6HH�³8�6��)HGHUDO�,QFRPH�7D[�0DWWHUV�´

'LYLGHQG�5HLQYHVWPHQW�3ROLF\
8QOHVV� D� VKDUHKROGHU� HOHFWV� RWKHUZLVH�� WKH� VKDUHKROGHU¶V� GLVWULEXWLRQV�ZLOO� EH� UHLQYHVWHG� LQ� DGGLWLRQDO� VKDUHV� XQGHU� WKH� )XQG¶V�
GLYLGHQG�UHLQYHVWPHQW�SROLF\��6KDUHKROGHUV�ZKR�HOHFW�QRW� WR�SDUWLFLSDWH�LQ�WKH�)XQG¶V�GLYLGHQG�UHLQYHVWPHQW�SROLF\�ZLOO�UHFHLYH�
DOO�GLVWULEXWLRQV�LQ�FDVK�SDLG�WR�WKH�VKDUHKROGHU�RI�UHFRUG��RU��LI�WKH�VKDUHV�DUH�KHOG�LQ�VWUHHW�RU�RWKHU�QRPLQHH�QDPH��WKHQ�WR�VXFK�
QRPLQHH���6HH�³'LYLGHQG�5HLQYHVWPHQW�3ROLF\�´



 
��
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6KDUHKROGHU�7UDQVDFWLRQ�([SHQVHV
3HUFHQWDJH�RI�
2൵HULQJ�3ULFH

0D[LPXP�6DOHV�/RDG None

(DUO\�:LWKGUDZDO�&KDUJHV�RQ�6KDUHV�5HSXUFKDVHG�:LWKLQ�����'D\V�RI�3XUFKDVH None

$QQXDO�)XQG�2SHUDWLQJ�([SHQVHV

3HUFHQWDJH�RI� 
1HW�$VVHWV�

$WWULEXWDEOH�WR�
Shares of  
%HQH¿FLDO� 
,QWHUHVW

0DQDJHPHQW�)HHV��� �����

,QWHUHVW�3D\PHQWV�RQ�%RUURZHG�)XQGV��� �����

2WKHU�([SHQVHV(3) �����

$FTXLUHG�)XQG�)HHV�DQG�([SHQVHV��� �����

7RWDO�$QQXDO�([SHQVHV �����

)HH�:DLYHU�DQG�5HLPEXUVHPHQW �����

7RWDO�$QQXDO�([SHQVHV��DIWHU�IHH�ZDLYHU�DQG�UHLPEXUVHPHQW���� �����

���� 7KH�)XQG�SD\V�D�PDQDJHPHQW�IHH�WR�WKH�$GYLVHU�LQ�DQ�DQQXDO�DPRXQW�HTXDO�WR�������RI�WKH�)XQG¶V�DYHUDJH�GDLO\�QHW�DVVHWV�

���� 7KHVH�H[SHQVHV�UHSUHVHQW�HVWLPDWHG�LQWHUHVW�SD\PHQWV�WKH�)XQG�H[SHFWV�WR�LQFXU�LQ�FRQQHFWLRQ�ZLWK�LWV�H[SHFWHG�ERUURZLQJ�GXULQJ�WKH�FXUUHQW�
¿VFDO�\HDU��$GGLWLRQDOO\��WKH�LQWHUHVW�UDWH�XVHG�LV�EDVHG�RQ�DQ�HVWLPDWH�RI�DSSOLFDEOH�PDUNHW�UDWHV�DQG�LV�VXEMHFW�WR�FKDQJH�

���� 7KH�SXUSRVH�RI�WKH�WDEOH�DERYH�LV�WR�DVVLVW�\RX�LQ�XQGHUVWDQGLQJ�WKH�YDULRXV�FRVWV�DQG�H[SHQVHV�\RX�ZLOO�EHDU�GLUHFWO\�RU�LQGLUHFWO\�DV�DQ�
,QYHVWRU�LQ�WKH�)XQG��7KH�³2WKHU�([SHQVHV´�VKRZQ�DERYH�DUH�HVWLPDWHG��)RU�D�PRUH�FRPSOHWH�GHVFULSWLRQ�RI�WKH�YDULRXV�FRVWV�DQG�H[SHQVHV�
RI�WKH�)XQG��VHH�³)HHV�DQG�([SHQVHV�´

���� $FTXLUHG�)XQG�)HHV� DQG�([SHQVHV� DUH� WKH� LQGLUHFW� FRVWV� RI� LQYHVWLQJ� LQ� RWKHU� LQYHVWPHQW� FRPSDQLHV��7KHVH� LQGLUHFW� FRVWV�PD\� LQFOXGH�
SHUIRUPDQFH�IHHV�SDLG�WR�WKH�DFTXLUHG�IXQG¶V�DGYLVHU�RU�LWV�D൶OLDWHV��,W�GRHV�QRW�LQFOXGH�EURNHUDJH�RU�WUDQVDFWLRQ�FRVWV�LQFXUUHG�E\�WKH�DFTXLUHG�
IXQGV��7KH�RSHUDWLQJ�H[SHQVHV�LQ�WKLV�IHH�WDEOH�ZLOO�QRW�FRUUHODWH�WR�WKH�H[SHQVH�UDWLR�LQ�WKH�)XQG¶V�¿QDQFLDO�KLJKOLJKWV�EHFDXVH�WKH�¿QDQFLDO�
VWDWHPHQWV�LQFOXGH�RQO\�WKH�GLUHFW�RSHUDWLQJ�H[SHQVHV�LQFXUUHG�E\�WKH�)XQG��7KHUHIRUH��DPRXQWV�PD\�QRW�DJUHH�ZLWK�WKH�)XQG¶V�¿QDQFLDO�
KLJKOLJKWV�

���� 7KH�$GYLVHU�DQG�WKH�)XQG�KDYH�HQWHUHG�LQWR�DQ�RSHUDWLQJ�H[SHQVHV�OLPLWDWLRQ�DJUHHPHQW�XQGHU�ZKLFK�WKH�$GYLVHU�KDV�DJUHHG��XQWLO�DW�OHDVW�
RQH�\HDU�DIWHU�WKH�H൵HFWLYH�GDWH�RI�WKH�)XQG¶V�UHJLVWUDWLRQ�VWDWHPHQW��WR�SD\�RU�DEVRUE�WKH�RUGLQDU\�RSHUDWLQJ�H[SHQVHV�RI�WKH�)XQG��H[FOXGLQJ�
�L�� LQWHUHVW�H[SHQVHV�DQG�GLYLGHQGV�RQ�VKRUW� VDOHV�� DQG�DQ\� IHHV�DQG�H[SHQVHV� LQFXUUHG� LQ�FRQQHFWLRQ�ZLWK�FUHGLW� IDFLOLWLHV� LQFOXGLQJ�DQ\�
FRPPLWPHQW� IHHV�RQ�ERUURZLQJV�� LI�DQ\��REWDLQHG�E\� WKH�)XQG�� �LL�� WUDQVDFWLRQ�FRVWV�DQG�RWKHU�H[SHQVHV� LQFXUUHG� LQ�FRQQHFWLRQ�ZLWK� WKH�
DFTXLVLWLRQ��¿QDQFLQJ��PDLQWHQDQFH��DQG�GLVSRVLWLRQ�RI� WKH�)XQG¶V� LQYHVWPHQWV�DQG�SURVSHFWLYH� LQYHVWPHQWV�� LQFOXGLQJ�ZLWKRXW� OLPLWDWLRQ�
EDQN�DQG�FXVWRG\�IHHV��EURNHUDJH�FRPPLVVLRQV��OHJDO��GDWD��FRQVXOWLQJ�DQG�GXH�GLOLJHQFH�FRVWV��VHUYLFLQJ�DQG�SURSHUW\�PDQDJHPHQW�FRVWV��
FROODWHUDO�YDOXDWLRQV��OLTXLGDWLRQ�DQG�FXVWRG\�FRVWV���LLL��DFTXLUHG�IXQG�IHHV�DQG�H[SHQVHV���LY��WD[HV��DQG��Y��H[WUDRUGLQDU\�H[SHQVHV�LQFOXGLQJ�
EXW�QRW�OLPLWHG�WR�OLWLJDWLRQ�FRVWV���WR�WKH�H[WHQW�WKDW�LWV�PDQDJHPHQW�IHHV�SOXV�DSSOLFDEOH�GLVWULEXWLRQ�DQG�VKDUHKROGHU�VHUYLFLQJ�IHHV�DQG�WKH�
)XQG¶V�RUGLQDU\�RSHUDWLQJ�H[SHQVHV�ZRXOG�RWKHUZLVH�H[FHHG��RQ�D�\HDU�WR�GDWH�EDVLV��������SHU�DQQXP�RI�WKH�)XQG¶V�DYHUDJH�GDLO\�QHW�DVVHWV��
7KH�([SHQVH�/LPLWDWLRQ�$JUHHPHQW�PD\�QRW�EH�WHUPLQDWHG�E\�WKH�$GYLVHU��EXW�LW�PD\�EH�WHUPLQDWHG�E\�WKH�%RDUG��RQ����GD\V�ZULWWHQ�QRWLFH�WR�
WKH�$GYLVHU��$Q\�ZDLYHU�RU�UHLPEXUVHPHQW�E\�WKH�$GYLVHU�LV�VXEMHFW�WR�UHSD\PHQW�E\�WKH�)XQG�ZLWKLQ�WKH�WKUHH�\HDUV�IURP�WKH�GDWH�WKH�$GYLVHU�
ZDLYHG�DQ\�SD\PHQW�RU�UHLPEXUVHG�DQ\�H[SHQVH��LI��DIWHU�WDNLQJ�WKH�UHSD\PHQW�LQWR�DFFRXQW��WKH�)XQG�LV�DEOH�WR�PDNH�WKH�UHSD\PHQW�ZLWKRXW�
H[FHHGLQJ�WKH�H[SHQVH�OLPLWDWLRQ�LQ�SODFH�DW�WKH�WLPH�RI�WKH�ZDLYHU�DQG�DW�WKH�WLPH�RI�WKH�UHLPEXUVHPHQW�SD\PHQW��6HH�³Management of the 
)XQG�´

7KH�)XQG�([SHQVHV�7DEOH�GHVFULEHV�WKH�IHHV�DQG�H[SHQVHV�WKDW�\RX�PD\�SD\�LI�\RX�EX\�DQG�KROG�VKDUHV�RI�WKH�)XQG�

7KH�IROORZLQJ�H[DPSOH�LOOXVWUDWHV�WKH�K\SRWKHWLFDO�H[SHQVHV�WKDW�\RX�ZRXOG�SD\�RQ�D��������LQYHVWPHQW��7KH�H[DPSOH�DVVXPHV�
DQQXDO�H[SHQVHV�DWWULEXWDEOH�WR�VKDUHV�UHPDLQ�XQFKDQJHG�IURP�WKH�OHYHOV�GHVFULEHG�LQ�WKH�)XQG�([SHQVHV�7DEOH�DERYH�DQG�RQO\�
DFFRXQWV�IRU�WKH�([SHQVH�/LPLWDWLRQ�$JUHHPHQW�WKURXJK�LWV�H[SLUDWLRQ�RQ�6HSWHPEHU����������DQG�VKDUHV�HDUQ�D����DQQXDO�UHWXUQ�

��<HDU ��<HDUV ��<HDUV ���<HDUV

��� ���� ���� ����



  
��

7KH�SXUSRVH�RI�WKH�DERYH�WDEOH�LV�WR�KHOS�D�KROGHU�RI�VKDUHV�XQGHUVWDQG�WKH�IHHV�DQG�H[SHQVHV�WKDW�VXFK�KROGHU�ZRXOG�EHDU�GLUHFWO\�RU�
LQGLUHFWO\��7KH�H[DPSOH�VKRXOG�QRW�EH�FRQVLGHUHG�D�UHSUHVHQWDWLRQ�RI�DFWXDO�IXWXUH�H[SHQVHV��$FWXDO�H[SHQVHV�PD\�EH�KLJKHU�
RU�ORZHU�WKDQ�WKRVH�VKRZQ�

FINANCIAL HIGHLIGHTS
%HFDXVH�WKH�)XQG�LV�QHZO\�IRUPHG�DQG�KDV�QR�SHUIRUPDQFH�KLVWRU\�DV�RI�WKH�GDWH�RI�WKLV�SURVSHFWXV��D�¿QDQFLDO�KLJKOLJKWV�WDEOH�IRU�
WKH�)XQG�KDV�QRW�EHHQ�LQFOXGHG�LQ�WKLV�SURVSHFWXV�

THE FUND
7KH�)XQG�LV�D�QHZO\�RUJDQL]HG��FRQWLQXRXVO\�R൵HUHG��QRQ�GLYHUVL¿HG��FORVHG�HQG�PDQDJHPHQW�LQYHVWPHQW�FRPSDQ\�WKDW�LV�RSHUDWHG�
DV�DQ�LQWHUYDO�IXQG��7KH�)XQG�ZDV�RUJDQL]HG�DV�D�'HODZDUH�VWDWXWRU\�WUXVW�RQ�0D\����������7KH�)XQG¶V�SULQFLSDO�R൶FH�LV�ORFDWHG�DW�
���0DGLVRQ�6WUHHW��6XLWH�����'HQYHU��&2��������DQG�LWV�WHOHSKRQH�QXPEHU�LV����������������

86(�2)�352&(('6
7KH�QHW�SURFHHGV�RI�WKH�FRQWLQXRXV�R൵HULQJ�RI�VKDUHV�DUH�LQYHVWHG�LQ�DFFRUGDQFH�ZLWK�WKH�)XQG¶V�LQYHVWPHQW�REMHFWLYHV�DQG�SROLFLHV�
�DV� VWDWHG�EHORZ�� DV� VRRQ� DV� SUDFWLFDEOH� DIWHU� UHFHLSW��7KHUH� LV� QR�PLQLPXP� WKUHVKROG� DPRXQW� WKDW�PXVW� EH� UDLVHG�SULRU� WR� WKH�
)XQG¶V�LQYHVWPHQW�RI�QHW�SURFHHGV��7KH�)XQG�SD\V�LWV�RUJDQL]DWLRQDO�DQG�R൵HULQJ�H[SHQVHV�LQFXUUHG�ZLWK�UHVSHFW�WR�LWV�FRQWLQXRXV�
R൵HULQJ��3HQGLQJ�LQYHVWPHQW�RI�QHW�SURFHHGV�LQ�DFFRUGDQFH�ZLWK�WKH�)XQG¶V�LQYHVWPHQW�REMHFWLYHV�DQG�SROLFLHV��WKH�)XQG�LQYHVWV�LQ�
PRQH\�PDUNHW�RU�VKRUW�WHUP��¿[HG�LQFRPH�PXWXDO�IXQGV��,QYHVWRUV�VKRXOG�H[SHFW��WKHUHIRUH��WKDW�EHIRUH�WKH�)XQG�KDV�IXOO\�LQYHVWHG�
SURFHHGV�LQ�DFFRUGDQFH�ZLWK�LWV�LQYHVWPHQW�REMHFWLYHV�DQG�SROLFLHV��WKH�)XQG¶V�DVVHWV�ZRXOG�HDUQ�LQWHUHVW�LQFRPH�DW�D�PRGHVW�UDWH�
ZKLFK�PD\�EH�OHVV�WKDQ�WKH�)XQG¶V�GLVWULEXWLRQ�UDWH��$V�D�UHVXOW��WKH�)XQG¶V�GLVWULEXWLRQV�GXULQJ�WKLV�SHULRG�PD\�FRQVLVW��LQ�ZKROH�RU�
LQ�SDUW��RI�D�UHWXUQ�RI�FDSLWDO��$Q\�LQYHVWHG�FDSLWDO�WKDW�LV�UHWXUQHG�WR�WKH�VKDUHKROGHU�ZLOO�EH�UHGXFHG�E\�WKH�)XQG¶V�IHHV�DQG�H[SHQVHV�

,19(670(17�2%-(&7,9(6��32/,&,(6�$1'�675$7(*,(6

,QYHVWPHQW�2EMHFWLYHV�DQG�3ROLFLHV
7KH�)XQG¶V� LQYHVWPHQW�REMHFWLYH� LV� WR�VHHN� WRWDO� UHWXUQ� WKURXJK� LQYHVWPHQWV� WKDW�R൵HU� UHJXODU� LQFRPH�RU� WKH�SRWHQWLDO� IRU�SULFH�
DSSUHFLDWLRQ�� 7KH� )XQG� H[SHFWV� WR� LQYHVW� SULPDULO\� LQ� LQFRPH�JHQHUDWLQJ� DVVHWV� DQG�ZLOO� VHHN� WKH� EHVW� DYDLODEOH� ULVN�DGMXVWHG�
RSSRUWXQLWLHV�LQ�¿[HG�LQFRPH�WKDW�R൵HU�WKH�SRWHQWLDO�IRU�ERWK�VWDEOH��UHJXODU�FDVK�ÀRZV�DQG�SULFH�DSSUHFLDWLRQ��7KH�)XQG�ZLOO�LQYHVW��
XQGHU�QRUPDO�FLUFXPVWDQFHV��DW�OHDVW�����RI�LWV�QHW�DVVHWV��SOXV�DQ\�ERUURZLQJV�IRU�LQYHVWPHQW�SXUSRVHV���LQ�&UHGLW�,QYHVWPHQWV��
³&UHGLW� ,QYHVWPHQWV´�DUH�GH¿QHG�DV�VHFXULWLHV�DQG�RWKHU�¿[HG�LQFRPH�LQYHVWPHQWV� LQ�8�6��DQG�QRQ�8�6�� �LQFOXGLQJ�IRUHLJQ�DQG�
HPHUJLQJ�PDUNHWV��LVVXHUV�WKDW�LQFOXGH������FRUSRUDWH�GHEW�VHFXULWLHV�DQG�GHULYDWLYHV��LQFOXGLQJ�KLJK�\LHOG��³MXQN´��ERQGV��V\QGLFDWHG�
ORDQV�DQG�FUHGLW�OLQNHG�QRWHV��³&/1V´�������WKH�GHEW�DQG�HTXLW\�WUDQFKHV�RI�FROODWHUDOL]HG�ORDQ�REOLJDWLRQV��³&/2V´�������ORDQV�DQG�
SULYDWHO\�SODFHG�GHEW�VHFXULWLHV�WKDW�DUH�GLUHFWO\�RULJLQDWHG�E\�WKH�)XQG�RU�SXUFKDVHG�IURP�RULJLQDWRUV��ZKLFK�PD\�EH�XQVHFXUHG�
RU�VHFXUHG������DVVHW�EDFNHG�VHFXULWLHV��³$%6´��EDFNHG�E\�SRROV�RI�FRQVXPHU�ORDQV��DXWR�ORDQV��VLQJOH�IDPLO\�UHQWDO�FDVK�ÀRZV��
FRPPHUFLDO� UHFHLYDEOHV��DQG�RWKHU�FROODWHUDO�� LQFOXGLQJ� ORDQV�RULJLQDWHG� WKURXJK�D�SHHU�WR�SHHU� OHQGLQJ�SODWIRUP������UHVLGHQWLDO�
PRUWJDJH�EDFNHG�VHFXULWLHV��³50%6´���DQG�����FRPPHUFLDO�PRUWJDJH�EDFNHG�VHFXULWLHV��³&0%6´���7KH�)XQG�PD\�DOVR�LQYHVW�LQ�
RWKHU�DVVHW�FODVVHV�DQG�HPSOR\�KHGJLQJ�VWUDWHJLHV�WKDW�SURYLGH�H[SRVXUH�WR�&UHGLW�,QYHVWPHQWV�DV�GHVFULEHG�IXUWKHU�EHORZ�

7KH� )XQG�PD\� JDLQ� H[SRVXUH� WR� &UHGLW� ,QYHVWPHQWV� LQGLUHFWO\� WKURXJK� LQYHVWPHQWV� LQ� RWKHU� LQYHVWPHQW� FRPSDQLHV�� LQFOXGLQJ�
EXVLQHVV�GHYHORSPHQW�FRPSDQLHV�³%'&V´��DQG�H[FKDQJH�WUDGHG�IXQGV��³(7)V´��WKDW�PD\�EH�UHJLVWHUHG�XQGHU�WKH������$FW�RU�UHO\�
RQ�DQ�H[HPSWLRQ�IURP�UHJLVWUDWLRQ��³XQGHUO\LQJ�IXQGV´��DQG�UHDO�HVWDWH�LQYHVWPHQW�WUXVWV��³5(,7V´��WKDW�KROG�SRROV�RI�FRPPHUFLDO�
UHDO�HVWDWH�ORDQV��7KH�)XQG�ZLOO�OLPLW�LWV�LQYHVWPHQWV�LQ�SULYDWH�HTXLW\�IXQGV�DQG�KHGJH�IXQGV�WKDW�DUH�H[FOXGHG�IURP�WKH�GH¿QLWLRQ�RI�
³LQYHVWPHQW�FRPSDQ\´�XQGHU�WKH������$FW�E\�6HFWLRQ���F�����RU���F�����RI�WKH������$FW�WR�QR�PRUH�WKDQ�����RI�LWV�QHW�DVVHWV��8S�
WR�����RI�WKH�)XQG¶V�QHW�DVVHWV��SOXV�DQ\�ERUURZLQJV�IRU�LQYHVWPHQW�SXUSRVHV��PD\�EH�LQYHVWHG�LQ�HTXLWLHV��ZDUUDQWV�DQG�QRQ�¿[HG�
LQFRPH�VHFXULWLHV��7KH�)XQG�ZLOO�OLPLW�LWV�LQYHVWPHQW�LQ�ORDQV�RULJLQDWHG�WKURXJK�D�SHHU�WR�SHHU�OHQGLQJ�SODWIRUP�WR�QR�PRUH�WKDQ�
����RI�WKH�LWV�QHW�DVVHWV��7KH�)XQG�ZLOO�JLYH�VKDUHKROGHUV����GD\V¶�SULRU�ZULWWHQ�QRWLFH�RI�DQ\�FKDQJH�LQ�LWV�����LQYHVWPHQW�SROLF\�
GHVFULEHG�DERYH�LQ�WKH�PDQQHU�VSHFL¿HG�E\�5XOH���G���XQGHU�WKH������$FW�

7KH�)XQG�LQYHVWV�LQ�VHFXULWLHV�RI�LVVXHUV�ZLWKRXW�UHVWULFWLRQ�DV�WR�PDUNHW�FDSLWDOL]DWLRQ��FUHGLW�TXDOLW\��VWUXFWXUH�RU�PDWXULW\��7KH�
PDMRULW\�RI�WKH�)XQG¶V�LQYHVWPHQWV�ZLOO�EH�LQ�LQYHVWPHQWV�WKDW�DUH�QRW�SXEOLFO\�WUDGHG��RU�DUH�WUDGHG�LQ�RYHU�WKH�FRXQWHU�PDUNHWV�
WKDW�KDYH� OHVV� OLTXLGLW\� WKDQ�H[FKDQJH�WUDGHG�VHFXULWLHV��&RQVHTXHQWO\��DW�DQ\� WLPH�� WKH�PDMRULW\�RI� WKH�)XQG¶V� LQYHVWPHQWV�ZLOO�
EH�LOOLTXLG��,Q�DGGLWLRQ��WKH�GHEW�VHFXULWLHV�WKDW�WKH�)XQG�LQYHVWV�LQ�ZLOO�SULPDULO\�EH�EHORZ�LQYHVWPHQW�JUDGH�RU�XQUDWHG�E\�UDWLQJ�
DJHQFLHV�

7KH�)XQG�PD\�HPSOR\�OHYHUDJH��LQFOXGLQJ�ERUURZLQJ�IURP�EDQNV��LQ�DQ�DPRXQW�RI�XS�WR���������RI�WKH�)XQG¶V�DVVHWV��GH¿QHG�DV�QHW�
DVVHWV�SOXV�ERUURZLQJV���/HYHUDJH�LV�SULPDULO\�XVHG�WR�PDQDJH�FDVK�ÀRZV�DQG�LQFUHDVH�WKH�)XQG¶V�DELOLW\�WR�SXUFKDVH�LQYHVWPHQWV�
WR�SRWHQWLDOO\�WDNH�DGYDQWDJH�RI�PDUNHW�RSSRUWXQLWLHV��7KH�)XQG�LV�DXWKRUL]HG�WR�ERUURZ�PRQH\�RU�LVVXH�VKDUHV�RI�SUHIHUUHG�VWRFN�



 
��

LQ�FRQQHFWLRQ�ZLWK�LWV�LQYHVWPHQW�DFWLYLWLHV��VXEMHFW�WR�WKH�OLPLWV�RI�WKH�DVVHW�FRYHUDJH�UHTXLUHPHQW�RI�WKH�,QYHVWPHQW�&RPSDQ\�$FW�
RI�������DV�DPHQGHG��WKH�³�����$FW´���7KH�)XQG�DOVR�PD\�ERUURZ�PRQH\�RU�XVH�SURFHHGV�IURP�WKH�LVVXDQFH�RI�VKDUHV�RI�SUHIHUUHG�
VWRFN� WR� VDWLVI\� UHSXUFKDVH� UHTXHVWV� IURP�)XQG� VKDUHKROGHUV� DQG� WR� RWKHUZLVH� SURYLGH� WKH� )XQG�ZLWK� WHPSRUDU\� OLTXLGLW\��7KH�
�����$FW�UHTXLUHV�D�UHJLVWHUHG�LQYHVWPHQW�FRPSDQ\�WR�VDWLVI\�DQ�DVVHW�FRYHUDJH�UHTXLUHPHQW�RI������RI�LWV�LQGHEWHGQHVV��LQFOXGLQJ�
DPRXQWV�ERUURZHG��PHDVXUHG�DW�WKH�WLPH�LQGHEWHGQHVV�LV�LQFXUUHG��7KLV�PHDQV�WKDW�WKH�YDOXH�RI�WKH�)XQG¶V�WRWDO�LQGHEWHGQHVV�PD\�
QRW�H[FHHG�RQH�WKLUG�RI�WKH�YDOXH�RI�LWV�WRWDO�DVVHWV��LQFOXGLQJ�WKH�YDOXH�RI�WKH�DVVHWV�SXUFKDVHG�ZLWK�WKH�SURFHHGV�RI�LWV�LQGHEWHGQHVV�

,QYHVWPHQW�6WUDWHJ\�DQG�&ULWHULD�8VHG�LQ�6HOHFWLQJ�,QYHVWPHQWV
Selection Process

$��)LQDQFLDO�,QYHVWPHQWV��//&��WKH�³$GYLVHU´��VHUYHV�DV�WKH�)XQG¶V�LQYHVWPHQW�DGYLVHU��7KH�$GYLVHU�XWLOL]HV�ERWK�TXDOLWDWLYH�DQG�
TXDQWLWDWLYH�DVVHVVPHQWV�LQ�WKH�DVVHW�VHOHFWLRQ�SURFHVV��7KH�)XQG�EHOLHYHV�WKDW�WKH�$GYLVHU¶V�UHODWLRQVKLSV�DQG�QHWZRUN�RI�EDQNV��
GHDOHUV��RULJLQDWRUV�DQG� LWV�RZQ�GHDO�JHQHUDWLQJ�VWUDWHJLHV�FUHDWH�RSSRUWXQLWLHV� WR�GHSOR\�FDSLWDO�DFURVV�D�EURDG� UDQJH�RI�&UHGLW�
,QYHVWPHQWV�� ,W�DOVR�DQWLFLSDWHV�GLUHFWO\�RULJLQDWLQJ�ORDQV�DQG�SULYDWH�SODFHPHQWV� WKDW�DUH�FRQVLVWHQW�ZLWK� WKH�)XQG¶V� LQYHVWPHQW�
REMHFWLYH�DQG�SROLFLHV��,Q�VHOHFWLQJ�VHFXULWLHV�RU�RWKHU�LQYHVWPHQWV�IRU�WKH�)XQG¶V�SRUWIROLR��WKH�$GYLVHU�HYDOXDWHV�DQ�LQYHVWPHQW�
EDVHG�RQ�VHYHUDO�IDFWRUV��ZKLFK�PD\�LQFOXGH�FUHGLW�TXDOLW\��VWUXFWXUH��FRQVLVWHQF\�DQG�GXUDELOLW\�RI�LQFRPH��WKH�SRWHQWLDO�IRU�SULFH�
DSSUHFLDWLRQ�DQG�RSSRUWXQLWLHV�IRU�ULVN�DGMXVWHG�UHWXUQ�RYHU�D�FRPSOHWH�PDUNHW�F\FOH��7KH�$GYLVHU�PD\�VHOO�RU�GLVSRVH�RI�D�VHFXULW\�
RU�LQYHVWPHQW�LI�LW�QR�ORQJHU�PHHWV�LWV�FULWHULD�IRU�FUHGLW�TXDOLW\��LQFRPH�JHQHUDWLRQ�RU�SULFH�DSSUHFLDWLRQ�RU�LV�GHWHUPLQHG�WR�QR�ORQJHU�
EH�VXLWDEOH�IRU�WKH�)XQG¶V�SRUWIROLR��,Q�DGGLWLRQ�WR�KHOSLQJ�WKH�)XQG�LGHQWLI\�DWWUDFWLYH�VHFWRUV�DQG�DVVHWV�ZLWKLQ�WKRVH�VHFWRUV��WKH�
$GYLVHU¶V�LQYHVWPHQW�SURFHVVHV�ZLOO�DOVR�LQIRUP�WKH�)XQG¶V�KHGJLQJ��¿QDQFLQJ��DQG�OLTXLGLW\�PDQDJHPHQW�VWUDWHJLHV�

7KH�$GYLVHU¶V�LQYHVWPHQW�VHOHFWLRQ�SURFHVV�LQFOXGHV�VRXUFLQJ�RSSRUWXQLWLHV��IRU�SXUFKDVH�RU�VDOH��LQ�RYHU�WKH�FRXQWHU�PDUNHWV��DQG�
XWLOL]LQJ�DQ�H[WHQVLYH�QHWZRUN�RI�PDUNHW�PDNHUV�DQG�XQGHUZULWHUV�LQ�WKH�¿QDQFLDO�FRPPXQLW\��DQG�LGHQWLI\LQJ�SRWHQWLDO�HQWU\�DQG�
H[LW�SRLQWV�XVLQJ�WKH�$GYLVHU¶V�SURSULHWDU\�DQDO\VLV�DQG�LQYHVWPHQW�H[SHUWLVH�

2Q�DQ�RQJRLQJ�EDVLV��WKH�$GYLVHU�ZLOO�GHWHUPLQH�WKH�SRUWLRQ�RI�)XQG�DVVHWV�DOORFDWHG�WR�HDFK�FUHGLW�UHODWHG�LQYHVWPHQW�EDVHG�XSRQ�
WKH�)XQG¶V� LQYHVWPHQW� SROLFLHV�� H[LVWLQJ�PDUNHW� FRQGLWLRQV� DQG� DVVHW� FODVV�VSHFL¿F� FLUFXPVWDQFHV��7KH�$GYLVHU�ZLOO� UHYLHZ� WKH�
SHUIRUPDQFH�RI�HDFK�LQYHVWPHQW�DQG�ZLOO�HYDOXDWH�LWV�DEVROXWH�DQG�UHODWLYH�UHWXUQV��ZKHUH�WKH�LQYHVWPHQW¶V�UHWXUQV�DUH�HYDOXDWHG�
DJDLQVW�PDUNHW�LQGLFHV�DQG�YDULRXV�SHHU�XQLYHUVHV��

Targeted Assets

&RUSRUDWH�'HEW�DQG�(TXLW\�6HFXULWLHV��&UHGLW�/LQNHG�1RWHV��³&/1´���DQG�7UDQFKHV�RI�&/1. 7KH�)XQG�PD\�LQYHVW�LQ�FRUSRUDWH�
GHEW�DQG�HTXLW\�VHFXULWLHV��LQFOXGLQJ�GLVWUHVVHG�GHEW�DQG�HTXLW\�VHFXULWLHV��KLJK�\LHOG�ERQGV��V\QGLFDWHG�ORDQV��FUHGLW�OLQNHG�QRWHV��
DQG�WUDQFKHV�RI�VXFK�&/1��,Q�VRPH�FDVHV��WKH�)XQG�LQYHVWV�LQ�FRUSRUDWH�GHEW�LQVWUXPHQWV�ZKHQ�WKH�$GYLVHU�EHOLHYHV�WKDW�WKH�FXUUHQW�
FUHGLW�UDWLQJV�RYHUHVWLPDWH�WKH�DFWXDO�FUHGLW�ULVN�RI�WKH�LQVWUXPHQW��LQ�WKH�H[SHFWDWLRQ�WKDW�WKH�FUHGLW�UDWLQJV�ZLOO�EH�XSJUDGHG��FUHDWLQJ�
WKH�RSSRUWXQLW\�IRU�D�IDYRUDEOH�GLVSRVLWLRQ�DQG�WRWDO�UHWXUQ��7KH�SRUWIROLR�RI�FRUSRUDWH�GHEW�DQG�HTXLW\�VHFXULWLHV��&/1��DQG�WUDQFKHV�
RI�&/1�PD\�LQFOXGH�ERWK�8�6��DQG�QRQ�8�6��LQYHVWPHQWV�

&/2V��7KH�)XQG�PD\� LQYHVW� LQ� GHEW� DQG� HTXLW\� WUDQFKHV� RI�8�6�� DQG� QRQ�8�6��&/2V� WKDW� DUH� SULPDULO\� EDFNHG� E\� FRUSRUDWH�
V\QGLFDWHG�ORDQV�LVVXHG�WR�SULPDULO\�8�6��DQG�(XURSHDQ�FRUSRUDWH�HQWLWLHV�

'LUHFWO\�2ULJLQDWHG�/RDQV��7KH�)XQG�PD\�PDNH�GLUHFW�ORDQV�WKDW�DUH�VHFXUHG�DQG�XQVHFXUHG��LVVXHG�WR�ERUURZHUV�WKDW�DUH�FRQVXPHUV�
DQG�FRPPHUFLDO�HQWLWLHV�ERWK�ZLWKLQ�WKH�8�6��DQG�QRQ�8�6��MXULVGLFWLRQV��7KH�)XQG�PD\�DOVR�LQYHVW�LQ�SULYDWHO\�R൵HUHG�IXQGV�WKDW�
PDNH�VXFK�GLUHFW�ORDQV�

0DUNHWSODFH�/RDQV��7KH�)XQG�PD\� LQYHVW� LQ�GHEW�RU� ORDQV� IURP�PDUNHWSODFH�SODWIRUPV�FRPPRQO\� UHIHUUHG� WR�DV�SHHU�WR�SHHU�
�³3�3´��ORDQV��7KH�)XQG�ZLOO�RQO\�LQYHVW�WKURXJK�SODWIRUPV�WKDW�KDYH�FRPPLWWHG�LQ�ZULWLQJ�WR�SURYLGH�WKH�)XQG�ZLWK�LQGLYLGXDO�
ORDQ�OHYHO�GDWD�WKDW�WKH�SODWIRUP�XSGDWHV�GDLO\�ZLWK�QHZ�LQIRUPDWLRQ��7KH�)XQG¶V�&XVWRGLDQ�ZLOO�UHFHLYH�HYLGHQFH�WKDW�WKH�)XQG�
RZQV�WKH�ORDQV�DQG�ZLOO�KDYH�WKH�DELOLW\�WR�HQIRUFH�WKH�ORDQV��7KH�$GYLVHU�ZLOO�FRQGXFW�LQLWLDO�GXH�GLOLJHQFH�DQG�RQJRLQJ�PRQLWRULQJ�
RI�WKH�FUHGLW�XQGHUZULWLQJ�SROLFLHV�RI�WKH�RULJLQDWLQJ�SODWIRUPV��ZKLFK�ORRN�WR�D�QXPEHU�RI�ERUURZHU�VSHFL¿F�IDFWRUV�WR�GHWHUPLQH�D�
ERUURZHU¶V�DELOLW\�WR�UHSD\�D�SDUWLFXODU�ORDQ��LQFOXGLQJ�LQFRPH��DVVHWV��FROODWHUDO�DQG�FUHGLW�EXUHDX�GDWD�ZKHUH�DYDLODEOH�

&RQVXPHU�/RDQV��$XWR�/RDQV��DQG�$%6��7KH�)XQG�PD\�LQYHVW�LQ�VHFRQGDU\�PDUNHW�SXUFKDVHV�RI�SRROV�RI�FRQVXPHU�DQG�DXWR�
ORDQV��LQFOXGLQJ�FKDUJHG�R൵�ORDQV�DQG�GLVWUHVVHG�ORDQV��,Q�DGGLWLRQ��WKH�)XQG�PD\�LQYHVW�LQ�$%6�EDFNHG�E\�FRQVXPHU�ORDQV��DXWR�
ORDQV��VLQJOH�IDPLO\�UHQWDO�SURSHUWLHV��HTXLSPHQW��FUHGLW�FDUG�UHFHLYDEOHV��RU�RWKHU�DVVHWV��7KH�FRQVXPHU�ORDQ��DXWR�ORDQ��DQG�$%6�
SRUWIROLR�PD\�LQFOXGH�ERWK�8�6��DQG�QRQ�8�6��LQYHVWPHQWV�

50%6��5HVLGHQWLDO�PRUWJDJH�EDFNHG�VHFXULWLHV��³50%6´��DUH�VHFXULWLHV�WKDW�UHSUHVHQW�DQ�LQWHUHVW�LQ�D�SRRO�RI�UHVLGHQWLDO�UHDO�HVWDWH�
PRUWJDJH� ORDQV��KRPH�HTXLW\�FRQYHUVLRQ�PRUWJDJH� ORDQV� �³UHYHUVH�PRUWJDJH´��RU�VLPLODU� UHVLGHQWLDO�KRXVLQJ�UHODWHG� ORDQV��7KH�
$GYLVHU�VHHNV�WR�VHOHFW�50%6�IRU�ZKLFK�WKH�XQGHUO\LQJ�FROODWHUDO�LV�JXDUDQWHHG�E\�D�8�6��JRYHUQPHQW�DJHQF\�RU�8�6��JRYHUQPHQW�
VSRQVRUHG�HQWLW\�



  
��

&0%6��&RPPHUFLDO�0RUWJDJH�/RDQV�DQG�2WKHU�&RPPHUFLDO�5HDO�(VWDWH�'HEW��&0%6�DUH�D�W\SH�RI�PRUWJDJH�EDFNHG�VHFXULW\�
WKDW�LV�VHFXUHG�E\�D�VLQJOH�FRPPHUFLDO�PRUWJDJH�ORDQ�RU�D�SRRO�RI�FRPPHUFLDO�UHDO�HVWDWH�ORDQV��7KH�)XQG�PD\�LQYHVW�LQ�&0%6��DV�
ZHOO�DV�FRPPHUFLDO�ORDQV�DQG�RWKHU�FRPPHUFLDO�UHDO�HVWDWH�GHEW��LQFOXGLQJ�VPDOO�EDODQFH�FRPPHUFLDO�PRUWJDJH�ORDQV�DQG�EULGJH�
ORDQV��7KH�$GYLVHU�PD\�RULJLQDWH�FRPPHUFLDO�ORDQV�DQG�RWKHU�FRPPHUFLDO�UHDO�HVWDWH�GHEW�RU�SXUFKDVH�VXFK�DVVHWV�LQ�WKH�VHFRQGDU\�
PDUNHW��7KH�&0%6��FRPPHUFLDO�PRUWJDJH�ORDQ��DQG�RWKHU�FRPPHUFLDO�UHDO�HVWDWH�SRUWIROLR�PD\�LQFOXGH�ERWK�8�6��DQG�QRQ�8�6��
LQYHVWPHQWV�

5HVLGHQWLDO�0RUWJDJH� /RDQV��7KH� )XQG�PD\� LQYHVW� LQ� UHVLGHQWLDO� UHDO� HVWDWH�PRUWJDJH� ORDQV� WKDW� KDYH� QRW� EHHQ� VHFXULWL]HG��
LQFOXGLQJ� QRQ�SHUIRUPLQJ� DQG� UH�SHUIRUPLQJ� UHVLGHQWLDO�PRUWJDJH� ORDQV�� RU� ³UHVLGHQWLDO�13/V� DQG�53/V�´� QRQ�40� UHVLGHQWLDO�
PRUWJDJH�ORDQV��VHFRQG�OLHQ�ORDQV��DQG�KRPH�HTXLW\�OLQHV�RI�FUHGLW�

2WKHU�,QYHVWPHQW�DQG�+HGJLQJ�6WUDWHJLHV��7KH�)XQG�PD\�DOVR� LQYHVW� LQ�D�ZLGH� UDQJH�RI�RWKHU�8�6��DQG�QRQ�8�6��VHFXULWLHV��
GHULYDWLYHV�DQG�¿QDQFLDO�LQVWUXPHQWV�WKDW�SURYLGH�GLUHFW�RU�LQGLUHFW�H[SRVXUH�WR�&UHGLW�,QYHVWPHQWV��7KHVH�PD\�LQFOXGH��EXW�DUH�QRW�
OLPLWHG�WR�8�6��DQG�QRQ�8�6��SRVLWLRQV�LQ�

�� WRWDO�UHWXUQ�VZDSV�RQ�FRUSRUDWH�GHEW�LQGLFHV��LQFOXGLQJ�LQGLFHV�RI�KLJK�\LHOG�ERQGV�DQG�OHYHUDJHG�ORDQV��
�� RSWLRQV�RQ�FUHGLW�GHIDXOW�VZDSV��³&'6´���&'6�LQGLFHV��RU�RWKHU�GHEW�LQGLFHV�
�� WUHDVXU\�VHFXULWLHV��ORQJ�RU�VKRUW��
�� DVVHW�EDFNHG�&'6�LQGLFHV��VXFK�DV�&0%;��ORQJ�RU�VKRUW���DQG
�� RWKHU� LQYHVWPHQW� FRPSDQLHV� WKDW� PD\� EH� UHJLVWHUHG� XQGHU� WKH� �����$FW� RU� UHO\� RQ� DQ� H[HPSWLRQ� IURP� UHJLVWUDWLRQ�

�³XQGHUO\LQJ�IXQGV´��WKDW�LQYHVW�LQ�&UHGLW�,QYHVWPHQWV�

7KH�)XQG�PD\��EXW�LV�QRW�UHTXLUHG�WR��HPSOR\�YDULRXV�VWUDWHJLHV��XWLOL]LQJ�ORQJ�RU�VKRUW�SRVLWLRQV�LQ�D�ZLGH�UDQJH�RI�LQVWUXPHQWV��WR�
VHHN�WR�PLWLJDWH�PDUNHW��FUHGLW��LQWHUHVW�UDWH��FXUUHQF\��DQG�RWKHU�ULVNV�LQ�WKH�SRUWIROLR�

7KH�)XQG�PD\�DOVR�LQYHVW�XS�WR�����RI�LWV�QHW�DVVHWV��SOXV�DQ\�ERUURZLQJV�IRU�LQYHVWPHQW�SXUSRVHV��LQ�

�� HTXLWLHV�RU�ZDUUDQWV�DVVRFLDWHG�ZLWK�ORDQ�RULJLQDWLRQ�WUDQVDFWLRQV�
�� H[FKDQJH�WUDGHG�IXQGV��³(7)V´���RU�WRWDO�UHWXUQ�VZDSV�WKHUHRQ��UHSUHVHQWLQJ�LQGLFHV�RI�HTXLW\�VHFXULWLHV�RU�HTXLW\�UHODWHG�

LQVWUXPHQWV�RU�RWKHU�LQGLFHV��
�� LQWHUHVW�UDWH�VZDSV�DQG�RSWLRQV��DQG�LQWHUHVW�UDWH�UHODWHG�IXWXUHV��VXFK�DV�(XURGROODU�DQG�7UHDVXU\�IXWXUHV��
�� RSWLRQV�RQ�HTXLW\�LQGLFHV��DQG
�� XQGHUO\LQJ�IXQGV�WKDW�LQYHVW�LQ�LQYHVWPHQWV�WKDW�DUH�QRW�&UHGLW�,QYHVWPHQWV�

2WKHU� ,QIRUPDWLRQ� 5HJDUGLQJ� ,QYHVWPHQW� 6WUDWHJ\�� 7KH� )XQG� PD\�� IURP� WLPH� WR� WLPH�� WDNH� GHIHQVLYH� SRVLWLRQV� WKDW� DUH�
LQFRQVLVWHQW�ZLWK�WKH�)XQG¶V�SULQFLSDO�LQYHVWPHQW�VWUDWHJ\��LQFOXGLQJ�LQ�UHVSRQVH�WR�DGYHUVH�PDUNHW��HFRQRPLF��SROLWLFDO�RU�RWKHU�
FRQGLWLRQV��'XULQJ�VXFK�WLPHV�� WKH�$GYLVHU�PD\�GHWHUPLQH�WKDW� WKH�)XQG�VKRXOG�LQYHVW�XS�WR������RI�LWV�DVVHWV�LQ�FDVK�RU�FDVK�
HTXLYDOHQWV�� LQFOXGLQJ� PRQH\� PDUNHW� LQVWUXPHQWV�� SULPH� FRPPHUFLDO� SDSHU�� UHSXUFKDVH� DJUHHPHQWV�� 7UHDVXU\� ELOOV� DQG� RWKHU�
VKRUW�WHUP�REOLJDWLRQV�RI�WKH�8��6��*RYHUQPHQW��LWV�DJHQFLHV�RU�LQVWUXPHQWDOLWLHV��,Q�WKHVH�DQG�LQ�RWKHU�FDVHV��WKH�)XQG�PD\�QRW�
DFKLHYH�LWV�LQYHVWPHQW�REMHFWLYH��7KH�$GYLVHU�PD\�LQYHVW�WKH�)XQG¶V�FDVK�EDODQFHV�LQ�DQ\�LQYHVWPHQWV�LW�GHHPV�DSSURSULDWH��7KH�
$GYLVHU�H[SHFWV� WKDW�VXFK�LQYHVWPHQWV�ZLOO�EH�PDGH��ZLWKRXW� OLPLWDWLRQ�DQG�DV�SHUPLWWHG�XQGHU� WKH������$FW�� LQ�PRQH\�PDUNHW�
IXQGV��UHSXUFKDVH�DJUHHPHQWV��8�6��7UHDVXU\�DQG�8�6��DJHQF\�VHFXULWLHV��PXQLFLSDO�ERQGV�DQG�EDQN�DFFRXQWV��$Q\�LQFRPH�HDUQHG�
IURP�VXFK�LQYHVWPHQWV�LV�RUGLQDULO\�UHLQYHVWHG�E\�WKH�)XQG�LQ�DFFRUGDQFH�ZLWK�LWV�LQYHVWPHQW�SURJUDP��0DQ\�RI�WKH�FRQVLGHUDWLRQV�
HQWHULQJ�LQWR�UHFRPPHQGDWLRQV�DQG�GHFLVLRQV�RI�WKH�$GYLVHU�DQG�WKH�)XQG¶V�SRUWIROLR�PDQDJHUV�DUH�VXEMHFWLYH�

7KH�IUHTXHQF\�DQG�DPRXQW�RI�SRUWIROLR�SXUFKDVHV�DQG�VDOHV��NQRZQ�DV�WKH�³SRUWIROLR�WXUQRYHU�UDWH´��PD\�YDU\��SRWHQWLDOO\�JUHDWO\��
IURP�\HDU�WR�\HDU�DQG�ZLOO�QRW�EH�D�OLPLWLQJ�IDFWRU�ZKHQ�WKH�$GYLVHU�GHHPV�SRUWIROLR�FKDQJHV�DSSURSULDWH��7KH�)XQG�PD\�HQJDJH�
LQ�VKRUW�WHUP�WUDGLQJ�VWUDWHJLHV��DQG�VHFXULWLHV�PD\�EH�VROG�ZLWKRXW�UHJDUG�WR�WKH�OHQJWK�RI�WLPH�KHOG�ZKHQ��LQ�WKH�RSLQLRQ�RI�WKH�
$GYLVHU��LQYHVWPHQW�FRQVLGHUDWLRQV�ZDUUDQW�VXFK�DFWLRQ��7KHVH�SROLFLHV�PD\�KDYH�WKH�H൵HFW�RI�LQFUHDVLQJ�WKH�DQQXDO�UDWH�RI�SRUWIROLR�
WXUQRYHU�RI�WKH�)XQG��+LJKHU�UDWHV�RI�SRUWIROLR�WXUQRYHU�PD\�UHVXOW�LQ�KLJKHU�WUDQVDFWLRQ�FRVWV�DQG�PD\�JHQHUDWH�VKRUW�WHUP�FDSLWDO�
JDLQV� WD[DEOH�DV�RUGLQDU\� LQFRPH��,I�VHFXULWLHV�DUH�QRW�KHOG�IRU� WKH�DSSOLFDEOH�KROGLQJ�SHULRGV��GLYLGHQGV�SDLG�RQ� WKHP�ZLOO�QRW�
TXDOLI\�IRU�WKH�DGYDQWDJHRXV�IHGHUDO�WD[�UDWHV��6HH�³8�6��)HGHUDO�,QFRPH�7D[�0DWWHUV´�KHUHLQ�

*LYHQ�WKH�)XQG¶V�LQYHVWPHQW�VWUDWHJLHV��LW�LV�QRW�DQWLFLSDWHG�WKDW�D�VLJQL¿FDQW�SRUWLRQ��LI�DQ\��RI�WKH�)XQG¶V�LQFRPH�ZLOO�EH�HOLJLEOH�WR�
EH�GHVLJQDWHG�DV�TXDOL¿HG�GLYLGHQG�LQFRPH�XQGHU�WKH�&RGH��$V�D�UHVXOW��WKHUH�FDQ�EH�QR�DVVXUDQFH�DV�WR�ZKDW�SRUWLRQ�RI�WKH�)XQG¶V�
GLVWULEXWLRQV�ZLOO�EH�GHVLJQDWHG�DV�TXDOL¿HG�GLYLGHQG�LQFRPH��6HH�³8�6��)HGHUDO�,QFRPH�7D[�0DWWHUV´�KHUHLQ�



 
��

5,6.�)$&7256
$Q�LQYHVWPHQW�LQ�WKH�)XQG¶V�VKDUHV�LV�VXEMHFW�WR�ULVNV��7KH�YDOXH�RI�WKH�)XQG¶V�LQYHVWPHQWV�ZLOO�LQFUHDVH�RU�GHFUHDVH�EDVHG�RQ�FKDQJHV�
LQ�WKH�SULFHV�RI�WKH�LQYHVWPHQWV�LW�KROGV��7KLV�ZLOO�FDXVH�WKH�YDOXH�RI�WKH�)XQG¶V�VKDUHV�WR�LQFUHDVH�RU�GHFUHDVH��<RX�FRXOG�ORVH�PRQH\�
E\�LQYHVWLQJ�LQ�WKH�)XQG��%\�LWVHOI��WKH�)XQG�GRHV�QRW�FRQVWLWXWH�D�FRPSOHWH�LQYHVWPHQW�SURJUDP��%HIRUH�LQYHVWLQJ�LQ�WKH�)XQG�\RX�
VKRXOG�FRQVLGHU�FDUHIXOO\�WKH�IROORZLQJ�ULVNV�WKH�)XQG�IDFHV��WRJHWKHU�ZLWK�WKH�RWKHU�LQIRUPDWLRQ�FRQWDLQHG�LQ�WKH�3URVSHFWXV��,I�DQ\�
RI�WKHVH�ULVNV�GLVFXVVHG�LQ�WKLV�3URVSHFWXV�RFFXUV��WKH�)XQG¶V�UHVXOWV�RI�RSHUDWLRQV�FRXOG�EH�PDWHULDOO\�DQG�DGYHUVHO\�DৼHFWHG��7KHUH�
PD\�EH�DGGLWLRQDO�ULVNV�WKDW�WKH�)XQG�GRHV�QRW�FXUUHQWO\�IRUHVHH�RU�FRQVLGHU�PDWHULDO��<RX�PD\�ZLVK�WR�FRQVXOW�ZLWK�\RXU�OHJDO�RU�
WD[�DGYLVHUV�EHIRUH�GHFLGLQJ�ZKHWKHU�WR�LQYHVW�LQ�WKH�)XQG�

Alternative Investments Risk.�7KH� )XQG� LQWHQGV� WR� LQYHVW� D�PDMRULW\� RI� LWV� DVVHWV� LQ� ³DOWHUQDWLYH� LQYHVWPHQWV�´�ZKLFK� LQFOXGH�
QRQ�WUDGLWLRQDO� &UHGLW� ,QYHVWPHQWV� DQG� VPDOOHU� VHJPHQWV� RI� WKH� GHEW�PDUNHWV�� DOVR� NQRZQ� DV� QLFKH� RU� HVRWHULF� GHEW� SURGXFWV��
$OWHUQDWLYH� LQYHVWPHQWV�SURYLGH� OLPLWHG� OLTXLGLW\� DQG� LQFOXGH�� DPRQJ�RWKHU� WKLQJV�� WKH� ULVNV� LQKHUHQW� LQ� LQYHVWLQJ� LQ� VHFXULWLHV��
IXWXUHV��FRPPRGLWLHV�DQG�GHULYDWLYHV��XVLQJ�OHYHUDJH�DQG�HQJDJLQJ�LQ�VKRUW�VDOHV��$Q�LQYHVWPHQW�LQ�DOWHUQDWLYH�LQYHVWPHQW�SURGXFWV�
LV�VSHFXODWLYH��LQYROYHV�VXEVWDQWLDO�ULVNV��DQG�VKRXOG�QRW�FRQVWLWXWH�D�FRPSOHWH�LQYHVWPHQW�SURJUDP�

Credit Risk. 7KHUH�LV�D�ULVN�WKDW�GHEW�LVVXHUV�ZLOO�QRW�PDNH�SD\PHQWV��UHVXOWLQJ�LQ�ORVVHV�WR�WKH�)XQG��,Q�DGGLWLRQ��WKH�FUHGLW�TXDOLW\�
RI�D�GHEW�LQVWUXPHQW�E\�WKH�)XQG�PD\�EH�ORZHUHG�LI�DQ�LVVXHU¶V�¿QDQFLDO�FRQGLWLRQ�FKDQJHV��/RZHU�FUHGLW�TXDOLW\�PD\�OHDG�WR�JUHDWHU�
YRODWLOLW\�LQ�WKH�SULFH�RI�D�GHEW�LQVWUXPHQW�DQG�WKHUHE\�LQ�VKDUHV�RI�WKH�)XQG��/RZHU�FUHGLW�TXDOLW\�DOVR�PD\�D൵HFW�OLTXLGLW\�DQG�PDNH�
LW�GL൶FXOW�WR�VHOO�WKH�GHEW�LQVWUXPHQW��'HIDXOW��RU�WKH�PDUNHW¶V�SHUFHSWLRQ�WKDW�DQ�LVVXHU�LV�OLNHO\�WR�GHIDXOW��FRXOG�UHGXFH�WKH�YDOXH�RI�
D�GHEW�LQVWUXPHQW��WKHUHE\�UHGXFLQJ�WKH�YDOXH�RI�\RXU�LQYHVWPHQW�LQ�)XQG�VKDUHV��,Q�DGGLWLRQ��GHIDXOW�PD\�FDXVH�WKH�)XQG�WR�LQFXU�
H[SHQVHV�LQ�VHHNLQJ�UHFRYHU\�RI�SULQFLSDO�RU�LQWHUHVW�RQ�LWV�SRUWIROLR�KROGLQJV�

Market Risk��$Q�LQYHVWPHQW�LQ�WKH�)XQG�LV�VXEMHFW�WR�LQYHVWPHQW�ULVN��LQFOXGLQJ�WKH�SRVVLEOH�ORVV�RI�WKH�HQWLUH�DPRXQW�LQYHVWHG��
$Q�LQYHVWPHQW�LQ�WKH�)XQG�UHSUHVHQWV�DQ�LQGLUHFW�LQYHVWPHQW�LQ�WKH�VHFXULWLHV�DQG�RWKHU�LQYHVWPHQWV�RZQHG�E\�WKH�)XQG��7KH�YDOXH�
RI� WKHVH� VHFXULWLHV�� OLNH� RWKHU�PDUNHW� LQYHVWPHQWV��PD\�PRYH� XS� RU� GRZQ�� VRPHWLPHV� UDSLGO\� DQG� XQSUHGLFWDEO\��7KH� YDOXH� RI�
\RXU�VKDUHV�DW�DQ\�SRLQW�LQ�WLPH�PD\�EH�ZRUWK�OHVV�WKDQ�WKH�YDOXH�RI�\RXU�RULJLQDO�LQYHVWPHQW��HYHQ�DIWHU�WDNLQJ�LQWR�DFFRXQW�DQ\�
UHLQYHVWPHQW�RI�GLYLGHQGV�DQG�GLVWULEXWLRQV�

Interest Rate Risk��7\SLFDOO\��D�ULVH�LQ�LQWHUHVW�UDWHV�FDXVHV�D�GHFOLQH�LQ�WKH�YDOXH�RI�GHEW�VHFXULWLHV�DQG�ORDQV��DQG�DV�D�UHVXOW�WKH�
YDOXH�RI�\RXU�LQYHVWPHQW�LQ�WKH�)XQG�ZLOO�ÀXFWXDWH�ZLWK�FKDQJHV�LQ�LQWHUHVW�UDWHV��7\SLFDOO\��D�ULVH�LQ�LQWHUHVW�UDWHV�FDXVHV�D�GHFOLQH�LQ�
WKH�YDOXH�RI�GHEW�VHFXULWLHV�DQG�ORDQV��,Q�JHQHUDO��WKH�PDUNHW�SULFH�RI�GHEW�VHFXULWLHV�ZLWK�ORQJHU�PDWXULWLHV�ZLOO�LQFUHDVH�RU�GHFUHDVH�
PRUH� LQ�UHVSRQVH� WR�FKDQJHV� LQ� LQWHUHVW�UDWHV� WKDQ�VKRUWHU�WHUP�VHFXULWLHV��2WKHU�ULVN�IDFWRUV� LQFOXGH�FUHGLW� ULVN��WKH�GHEWRU�PD\�
GHIDXOW���SUHSD\PHQW�ULVN��WKH�GHEWRU�PD\�SD\�LWV�REOLJDWLRQ�HDUO\��UHGXFLQJ�WKH�DPRXQW�RI�LQWHUHVW�SD\PHQWV��DQG�H[WHQVLRQ�ULVN��WKH�
GHEWRU�PD\�SD\�LWV�REOLJDWLRQ�ODWHU�WKDQ�H[SHFWHG��LQFUHDVLQJ�D�VHFXULWLHV�PDWXULW\���7KHVH�ULVNV�FRXOG�D൵HFW�WKH�YDOXH�RI�D�SDUWLFXODU�
LQYHVWPHQW��SRVVLEO\�FDXVLQJ�WKH�)XQG¶V�QHW�DVVHW�YDOXH��³1$9´��DQG�WRWDO�UHWXUQ�WR�EH�UHGXFHG�DQG�ÀXFWXDWH�PRUH�WKDQ�RWKHU�W\SHV�
RI�LQYHVWPHQWV�

Insurance Risk. 7KH�)XQG�GRHV�QRW�FXUUHQWO\�LQWHQG�WR�DWWHPSW�WR�LQVXUH�LWV�LQYHVWPHQWV�RU�WKH�FROODWHUDO�VXSSRUWLQJ�LWV�LQYHVWPHQWV��
$GGLWLRQDOO\��PDQ\�RI�WKH�)XQG¶V�LQYHVWPHQWV�PD\�EH�DVVRFLDWHG�ZLWK�ORDQV�WKDW�PD\�EH�GHHPHG�XQVHFXUHG�REOLJDWLRQV�RI�ERUURZHUV�
DQG�QRW�LQVXUHG�E\�DQ\�WKLUG�SDUW\��6KRXOG�DQ\�W\SH�RI�XQLQVXUHG�ORVV�RFFXU��WKH�ERUURZHU�FRXOG�ORVH�LWV�LQYHVWPHQW�LQ��DQG�DQWLFLSDWHG�
SUR¿WV�DQG�FDVK�ÀRZV�IURP��WKH�XQGHUO\LQJ�DVVHWV�WR�WKH�ORDQV�DQG�DV�D�UHVXOW�DGYHUVHO\�D൵HFW�WKH�)XQG¶V�LQYHVWPHQW�SHUIRUPDQFH��
(YHQ�LI�DVVHWV�DVVRFLDWHG�ZLWK�WKH�)XQG¶V�LQYHVWPHQWV�DUH�LQVXUHG��WKH�LQVXUDQFH�FRXOG�EH�LQDGHTXDWH�DQG�QRW�FRYHU�WKH�IXOO�DPRXQW�
RI� DQ\� ORVV� LQFXUUHG��$GGLWLRQDOO\�� LQVXUDQFH� FDQ�EH� VXEMHFW� WR�YDULRXV� FRPSOH[�SROLF\� UHVWULFWLRQV�RU� OLPLWDWLRQV��ZKLFK� FUHDWH�
GL൶FXOWLHV� IRU� WKH� LQVXUHG�ZKHQ�VHHNLQJ�SD\PHQW�� ,QVXUDQFH�FDQ�DOVR�EH�VXEMHFW� WR�FRVWO\�GHGXFWLEOHV�� ,QVXUDQFH�SURYLGHUV�FDQ�
SRWHQWLDOO\� IDLO��FDXVLQJ� LQVXUHG�HQWLWLHV� WR�VX൵HU�¿QDQFLDO� ORVV��GHOD\HG�SD\�RXWV�RQ�SROLFLHV��DQG�SRWHQWLDO� OLWLJDWLRQ� WKDW�FRXOG�
DGYHUVHO\�D൵HFW�WKH�)XQG¶V�LQYHVWPHQW�SHUIRUPDQFH�

Inadequate Collateral Risk. 7R�WKH�H[WHQW�D�&UHGLW�,QYHVWPHQW�LV�VHFXUHG��WKHUH�FDQ�EH�QR�DVVXUDQFH�DV�WR�WKH�DPRXQW�RI�DQ\�IXQGV�
WKDW�PD\�EH�UHDOL]HG�IURP�UHFRYHULQJ�DQG�OLTXLGDWLQJ�DQ\�FROODWHUDO�RU�WKH�WLPLQJ�RI�VXFK�UHFRYHU\�DQG�OLTXLGDWLRQ�DQG�KHQFH�WKHUH�
LV�QR�DVVXUDQFH�WKDW�VX൶FLHQW�IXQGV��RU��SRVVLEO\��DQ\�IXQGV��ZLOO�EH�DYDLODEOH�WR�R൵VHW�DQ\�SD\PHQW�GHIDXOWV�WKDW�RFFXU�XQGHU�WKH�
&UHGLW� ,QYHVWPHQW��)RU�H[DPSOH��ZLWK�UHVSHFW� WR� UHDO�HVWDWH�UHODWHG� ORDQV�� WKH�UHDO�SURSHUW\�VHFXULW\�IRU� WKH� ORDQ�PD\�GHFOLQH� LQ�
YDOXH��ZKLFK�FRXOG�UHVXOW�LQ�WKH�ORDQ�DPRXQW�EHLQJ�JUHDWHU�WKDQ�WKH�SURSHUW\�YDOXH�DQG�WKHUHIRUH�LQFUHDVH�WKH�OLNHOLKRRG�RI�ERUURZHU�
GHIDXOW��,Q�DGGLWLRQ��LI�LW�EHFRPHV�QHFHVVDU\�WR�UHFRYHU�DQG�OLTXLGDWH�DQ\�FROODWHUDO�ZLWK�UHVSHFW�WR�D�VHFXUHG�&UHGLW�,QYHVWPHQW��LW�
PD\�EH�GL൶FXOW�WR�VHOO�VXFK�FROODWHUDO�DQG�WKHUH�ZLOO�OLNHO\�EH�DVVRFLDWHG�FRVWV�WKDW�ZRXOG�UHGXFH�WKH�DPRXQW�RI�IXQGV�RWKHUZLVH�
DYDLODEOH�WR�R൵VHW�WKH�SD\PHQWV�GXH�XQGHU�WKH�ORDQ��$Q�LQYHVWPHQW�PD\�UHSUHVHQW�DQ�LQGLUHFW�RZQHUVKLS�RU�OLHQ�RQ�FROODWHUDO�WKDW�
PD\�KDYH�QR�YDOXH��$V�D�UHVXOW��DQ\�LQYHVWPHQW�SURGXFW�ZLWK�FROODWHUDO�PD\�EH�XQVHFXUHG��7KH�YDOXH�RI�WKH�FROODWHUDO�PD\��DW�DQ\�
SRLQW��EH�ZRUWK�OHVV�WKDQ�WKH�YDOXH�RI�WKH�RULJLQDO�LQYHVWPHQW�

,W�LV�SRVVLEOH�WKDW�WKH�VDPH�FROODWHUDO�FRXOG�VHFXUH�PXOWLSOH�REOLJDWLRQV�RI�D�ERUURZHU�RU�REOLJRU��7R�WKH�H[WHQW�WKDW�FROODWHUDO�VHFXUHV�
PRUH�WKDQ�RQH�REOLJDWLRQ��WKH�OLTXLGDWLRQ�SURFHHGV�RI�VXFK�FROODWHUDO�PD\�QRW�EH�VX൶FLHQW�WR�IXOO\�FRYHU�DOO�VXFK�ORDQV�



  
��

Collateral Liquidation Risk.�&ROODWHUDO�RQ� ORDQ� LQVWUXPHQWV�PD\�FRQVLVW�RI�DVVHWV� WKDW�PD\�QRW�EH�UHDGLO\� OLTXLGDWHG��DQG� WKHUH�
FDQ�EH�QR�JXDUDQWHH�WKDW�WKH�FROODWHUDO�FDQ�EH�OLTXLGDWHG�DQG�DQ\�FRVWV�DVVRFLDWHG�ZLWK�VXFK�OLTXLGDWLRQ�FRXOG�UHGXFH�RU�HOLPLQDWH�
WKH�DPRXQW�RI�IXQGV�RWKHUZLVH�DYDLODEOH�WR�R൵VHW�WKH�SD\PHQWV�GXH�XQGHU�WKH�ORDQ��7KH�)XQG¶V�DFFHVV�WR�FROODWHUDO�PD\�EH�OLPLWHG�
E\�EDQNUXSWF\�RU�RWKHU�LQVROYHQF\�ODZV��DQG�WKHVH�ODZV�PD\�EH�OHVV�GHYHORSHG�DQG�PRUH�FXPEHUVRPH�ZLWK�UHVSHFW�WR�WKH�)XQG¶V�
QRQ�8�6��LQYHVWPHQWV��$GGLWLRQDOO\��FROODWHUDO�PLJKW�EH�VXEMHFW�WR�SULFH�YRODWLOLW\��PDNLQJ�LW�GL൶FXOW�WR�SUHGLFW�OLTXLGDWLRQ�SURFHHGV��
7KH�YDOXH�RI�FROODWHUDO�VHFXULQJ�D�ORDQ�PD\�DOVR�GHFOLQH�RYHU�WLPH�DQG�PD\�EHFRPH�LQVX൶FLHQW��,W�LV�DOVR�SRVVLEOH�WKDW�WKH�VDPH�
FROODWHUDO�FRXOG�VHFXUH�PXOWLSOH� ORDQV�� LQ�ZKLFK�FDVH� WKH� OLTXLGDWLRQ�SURFHHGV�RI� WKH�FROODWHUDO�PD\�EH� LQVX൶FLHQW� WR�FRYHU� WKH�
SD\PHQWV�GXH�RQ�DOO�WKH�ORDQV�VHFXUHG�E\�WKDW�FROODWHUDO�

Direct Lending/Origination Risk.�7R�WKH�H[WHQW�WKH�)XQG�LV�WKH�VROH�OHQGHU�LQ�SULYDWHO\�R൵HUHG�GHEW��LW�PD\�EH�VROHO\�UHVSRQVLEOH�
IRU�WKH�H[SHQVH�RI�VHUYLFLQJ�WKDW�GHEW��LQFOXGLQJ��LI�QHFHVVDU\��WDNLQJ�OHJDO�DFWLRQV�WR�IRUHFORVH�RQ�DQ\�VHFXULW\�LQVWUXPHQW�VHFXULQJ�
WKH�GHEW��H�J���WKH�PRUWJDJH�RU��LQ�WKH�FDVH�RI�D�PH]]DQLQH�ORDQ��WKH�SOHGJH���7KLV�PD\�LQFUHDVH�WKH�ULVN�DQG�H[SHQVH�WR�WKH�)XQG�
FRPSDUHG�WR�V\QGLFDWHG�RU�SXEOLFO\�R൵HUHG�GHEW��7KH�)XQG�PD\�RULJLQDWH�FHUWDLQ�RI�LWV�LQYHVWPHQWV�ZLWK�WKH�H[SHFWDWLRQ�RI�ODWHU�
V\QGLFDWLQJ�D�SRUWLRQ�RI�VXFK�LQYHVWPHQW�WR�WKLUG�SDUWLHV��3ULRU�WR�VXFK�V\QGLFDWLRQ��RU�LI�VXFK�V\QGLFDWLRQ�LV�QRW�VXFFHVVIXO�� WKH�
)XQG¶V�H[SRVXUH�WR�WKH�RULJLQDWHG�LQYHVWPHQW�PD\�H[FHHG�WKH�H[SRVXUH�WKDW�WKH�$GYLVHU�LQWHQGHG�WR�KDYH�RYHU�WKH�ORQJ�WHUP�RU�
ZRXOG�KDYH�KDG�KDG�LW�SXUFKDVHG�VXFK�LQYHVWPHQW�LQ�WKH�VHFRQGDU\�PDUNHW�UDWKHU�WKDQ�RULJLQDWLQJ�LW�

$� SRUWLRQ� RI� WKH�)XQG¶V� LQYHVWPHQWV�PD\� EH� GLUHFWO\� RULJLQDWHG��7KH�)XQG¶V� LQDELOLW\� WR� UDLVH� FDSLWDO� DQG� WKH� ULVN� RI� SRUWIROLR�
FRPSDQ\�GHIDXOWV�PD\�PDWHULDOO\�DQG�DGYHUVHO\�D൵HFW�WKH�)XQG¶V�LQYHVWPHQW�RULJLQDWLRQV��EXVLQHVV��OLTXLGLW\��¿QDQFLDO�FRQGLWLRQ��
UHVXOWV�RI�RSHUDWLRQV�DQG�LWV�DELOLW\�WR�PDNH�GLVWULEXWLRQV�WR�LWV�VKDUHKROGHUV��7KH�)XQG�PD\�RULJLQDWH�RU�DFTXLUH�FHUWDLQ�LQYHVWPHQWV�
ZLWK�WKH�H[SHFWDWLRQ�WKDW�WKH�ORDQ�ZLOO�PDNH�SD\PHQWV�LQ�NLQG�RU�GHIDXOW�DQG�ERUURZHUV�ZLOO�IRUIHLW�DVVHWV�DQG�WKH�)XQG�PD\�FROOHFW�
DPHQGPHQW�IHHV�

Failure or Inability to Perfect a Security Interest Risk. ,Q�WKH�HYHQW�WKDW�D�ERUURZHU�EHFRPHV�EDQNUXSW�RU�LQVROYHQW��WKH�)XQG�PD\�
H[SHFW�SULRULW\�RYHU�RWKHU�FUHGLWRUV�EDVHG�RQ�D�SHUIHFWHG�VHFXULW\�LQWHUHVW��7KH�IDLOXUH�WR�SHUIHFW�D�VHFXULW\�LQWHUHVW�GXH�WR�IDXOW\�
GRFXPHQWDWLRQ�RU�IDXOW\�R൶FLDO�¿OLQJV�FRXOG�OHDG�WR�WKH�LQYDOLGDWLRQ�RI�WKH�)XQG¶V�VHFXULW\�LQWHUHVW�LQ�ORDQ�FROODWHUDO��,I�WKH�)XQG¶V�
VHFXULW\� LQWHUHVW� LQ� ORDQ�FROODWHUDO� LV� LQYDOLGDWHG�RU� WKH� ORDQ� LV� VXERUGLQDWHG� WR�RWKHU�GHEW�RI�D�ERUURZHU� LQ�EDQNUXSWF\�RU�RWKHU�
SURFHHGLQJV��WKH�)XQG�ZRXOG�KDYH�VXEVWDQWLDOO\�ORZHU�UHFRYHU\��DQG�SHUKDSV�QR�UHFRYHU\��RQ�WKH�IXOO�DPRXQW�RI�WKH�SULQFLSDO�DQG�
LQWHUHVW�GXH�RQ�WKH�ORDQ�

Foreign Investment Risk.� )RUHLJQ� LQYHVWLQJ� LQYROYHV� ULVNV� QRW� W\SLFDOO\� DVVRFLDWHG� ZLWK� 8�6�� LQYHVWPHQWV�� LQFOXGLQJ� DGYHUVH�
ÀXFWXDWLRQV�LQ�IRUHLJQ�FXUUHQF\�YDOXHV��DGYHUVH�SROLWLFDO��VRFLDO�DQG�HFRQRPLF�GHYHORSPHQWV��OHVV�OLTXLGLW\��JUHDWHU�YRODWLOLW\��OHVV�
GHYHORSHG�RU�OHVV�H൶FLHQW�WUDGLQJ�PDUNHWV��SROLWLFDO�LQVWDELOLW\�DQG�GL൵HULQJ�DXGLWLQJ�DQG�OHJDO�VWDQGDUGV��,QYHVWLQJ�LQ�HPHUJLQJ�
PDUNHWV� LPSRVHV� ULVNV�GL൵HUHQW� IURP��RU�JUHDWHU� WKDQ�� ULVNV�RI� LQYHVWLQJ� LQ� IRUHLJQ�GHYHORSHG�FRXQWULHV��7KH�)XQG�FRQVLGHUV�DQ�
HPHUJLQJ�PDUNHW�FRXQWU\�WR�EH�D�FRXQWU\�UHSUHVHQWHG�LQ�WKH�06&,�(PHUJLQJ�0DUNHWV�,QGH[�RU�KDYLQJ�SHU�FDSLWD�LQFRPH�LQ�WKH�ORZ�
WR�PLGGOH�UDQJHV��DV�GH¿QHG�E\�WKH�:RUOG�%DQN�

Emerging Markets Securities Risk. 7KH�)XQG�PD\�LQYHVW��GLUHFWO\�RU�LQGLUHFWO\��LQ�LVVXHUV�GRPLFLOHG�LQ�HPHUJLQJ�PDUNHWV��,QYHVWLQJ�
LQ�HPHUJLQJ�PDUNHW�VHFXULWLHV�LPSRVHV�ULVNV�GL൵HUHQW�IURP��RU�JUHDWHU�WKDQ��ULVNV�RI�LQYHVWLQJ�LQ�IRUHLJQ�GHYHORSHG�FRXQWULHV��7KHVH�
ULVNV�LQFOXGH��L��WKH�VPDOOHU�PDUNHW�FDSLWDOL]DWLRQ�RI�VHFXULWLHV�PDUNHWV��ZKLFK�PD\�VX൵HU�SHULRGV�RI�UHODWLYH�LOOLTXLGLW\���LL��VLJQL¿FDQW�
SULFH�YRODWLOLW\���LLL��UHVWULFWLRQV�RQ�IRUHLJQ�LQYHVWPHQW��DQG��LY��SRVVLEOH�UHSDWULDWLRQ�RI�LQYHVWPHQW�LQFRPH�DQG�FDSLWDO��,Q�DGGLWLRQ��
IRUHLJQ� LQYHVWRUV�PD\�EH� UHTXLUHG� WR� UHJLVWHU� WKH�SURFHHGV�RI� VDOHV�� DQG� IXWXUH� HFRQRPLF�RU�SROLWLFDO� FULVHV� FRXOG� OHDG� WR�SULFH�
FRQWUROV��IRUFHG�PHUJHUV��H[SURSULDWLRQ�RU�FRQ¿VFDWRU\�WD[DWLRQ��VHL]XUH��QDWLRQDOL]DWLRQ��RU�WKH�FUHDWLRQ�RI�JRYHUQPHQW�PRQRSROLHV��
7KH�FXUUHQFLHV�RI�HPHUJLQJ�PDUNHW�FRXQWULHV�PD\�H[SHULHQFH�VLJQL¿FDQW�GHFOLQHV�DJDLQVW�WKH�8�6��GROODU��DQG�GHYDOXDWLRQ�PD\�RFFXU�
VXEVHTXHQW�WR�LQYHVWPHQWV�LQ�WKHVH�FXUUHQFLHV�E\�WKH�)XQG��,QÀDWLRQ�DQG�UDSLG�ÀXFWXDWLRQV�LQ�LQÀDWLRQ�UDWHV�KDYH�KDG��DQG�PD\�
FRQWLQXH�WR�KDYH��QHJDWLYH�H൵HFWV�RQ�WKH�HFRQRPLHV�DQG�VHFXULWLHV�PDUNHWV�RI�FHUWDLQ�HPHUJLQJ�PDUNHW�FRXQWULHV�

&HUWDLQ� HPHUJLQJ� PDUNHWV� OLPLW�� RU� UHTXLUH� JRYHUQPHQWDO� DSSURYDO� SULRU� WR�� LQYHVWPHQWV� E\� IRUHLJQ� SHUVRQV�� 5HSDWULDWLRQ� RI�
LQYHVWPHQW�LQFRPH�DQG�FDSLWDO�IURP�FHUWDLQ�HPHUJLQJ�PDUNHWV�LV�VXEMHFW�WR�FHUWDLQ�JRYHUQPHQWDO�FRQVHQWV��(YHQ�ZKHUH�WKHUH�LV�QR�
RXWULJKW�UHVWULFWLRQ�RQ�UHSDWULDWLRQ�RI�FDSLWDO��WKH�PHFKDQLFV�RI�UHSDWULDWLRQ�PD\�D൵HFW�WKH�RSHUDWLRQ�RI�WKH�)XQG�

$GGLWLRQDO�ULVNV�RI�HPHUJLQJ�PDUNHWV�VHFXULWLHV�PD\�LQFOXGH��L��JUHDWHU�VRFLDO��HFRQRPLF�DQG�SROLWLFDO�XQFHUWDLQW\�DQG�LQVWDELOLW\��
�LL�� PRUH� VXEVWDQWLDO� JRYHUQPHQWDO� LQYROYHPHQW� LQ� WKH� HFRQRP\�� �LLL�� OHVV� JRYHUQPHQWDO� VXSHUYLVLRQ� DQG� UHJXODWLRQ�� �LY�� WKH�
XQDYDLODELOLW\�RI�FXUUHQF\�KHGJLQJ�WHFKQLTXH���Y��FRPSDQLHV�WKDW�DUH�QHZO\�RUJDQL]HG�DQG�VPDOO���YL��GL൵HUHQFHV�LQ�DXGLWLQJ�DQG�
¿QDQFLDO�UHSRUWLQJ�VWDQGDUGV��ZKLFK�PD\�UHVXOW�LQ�XQDYDLODELOLW\�RI�PDWHULDO�LQIRUPDWLRQ�DERXW�LVVXHUV��DQG��YLL��OHVV�GHYHORSHG�OHJDO�
V\VWHPV��,Q�DGGLWLRQ��HPHUJLQJ�VHFXULWLHV�PDUNHWV�PD\�KDYH�GL൵HUHQW�FOHDUDQFH�DQG�VHWWOHPHQW�SURFHGXUHV��ZKLFK�PD\�EH�XQDEOH�
WR�NHHS�SDFH�ZLWK�WKH�YROXPH�RI�VHFXULWLHV�WUDQVDFWLRQV�RU�RWKHUZLVH�PDNH�LW�GL൶FXOW�WR�HQJDJH�LQ�VXFK�WUDQVDFWLRQV��6HWWOHPHQW�
SUREOHPV�PD\�FDXVH�WKH�)XQG�WR�PLVV�DWWUDFWLYH�LQYHVWPHQW�RSSRUWXQLWLHV��KROG�D�SRUWLRQ�RI�LWV�DVVHWV�LQ�FDVK�SHQGLQJ�LQYHVWPHQW��RU�
EH�GHOD\HG�LQ�GLVSRVLQJ�RI�D�SRUWIROLR�VHFXULW\��6XFK�D�GHOD\�FRXOG�UHVXOW�LQ�SRVVLEOH�OLDELOLW\�WR�D�SXUFKDVHU�RI�WKH�VHFXULW\�
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Foreign Currency Risk.�,QYHVWPHQWV�KHOG�E\�WKH�)XQG�DQG�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV�VXEMHFW�WKH�)XQG�WR�IRUHLJQ�FXUUHQF\�
ULVN�DULVLQJ�IURP�ÀXFWXDWLRQV�LQ�H[FKDQJH�UDWHV�EHWZHHQ�VXFK�IRUHLJQ�FXUUHQFLHV�DQG�WKH�8�6��GROODU��:KLOH�WKH�$GYLVHU�FXUUHQWO\�
DWWHPSWV�WR�KHGJH�WKH�)XQG¶V�IRUHLJQ�FXUUHQF\�H[SRVXUH��WKH�)XQG�PD\�QRW�DOZD\V�FKRRVH�WR�KHGJH�VXFK�H[SRVXUH��RU�PD\�QRW�EH�
DEOH�WR�KHGJH�VXFK�H[SRVXUH��7R�WKH�H[WHQW�WKDW�WKH�)XQG�LV�H[SRVHG�WR�IRUHLJQ�FXUUHQF\�ULVN��FKDQJHV�LQ�H[FKDQJH�UDWHV�RI�VXFK�
IRUHLJQ�FXUUHQFLHV�WR�WKH�8�6��GROODU�PD\�DGYHUVHO\�D൵HFW�WKH�)XQG��DQG�LWV�DELOLW\�WR�SD\�GLYLGHQGV�WR�LWV�VKDUHKROGHUV��,QYHVWLQJ�LQ�
HPHUJLQJ�PDUNHWV�LPSRVHV�ULVNV�GL൵HUHQW�IURP��RU�JUHDWHU�WKDQ��ULVNV�RI�LQYHVWLQJ�LQ�IRUHLJQ�GHYHORSHG�FRXQWULHV�

REIT Risk.�5(,7�DQG�RWKHU�UHDO�HVWDWH�FRPSDQ\�VHFXULWLHV�DUH�VXEMHFW�WR�ULVNV�VLPLODU�WR�WKRVH�RI�GLUHFW�LQYHVWPHQWV�LQ�UHDO�HVWDWH�DQG�
WKH�UHDO�HVWDWH�LQGXVWU\�LQ�JHQHUDO��LQFOXGLQJ��DPRQJ�RWKHU�ULVNV��JHQHUDO�DQG�ORFDO�HFRQRPLF�FRQGLWLRQV��FKDQJHV�LQ�LQWHUHVW�UDWHV��
GHFOLQHV�LQ�SURSHUW\�YDOXHV��GHIDXOWV�E\�PRUWJDJRUV�RU�RWKHU�ERUURZHUV�DQG�WHQDQWV��LQFUHDVHV�LQ�SURSHUW\�WD[HV�DQG�RWKHU�RSHUDWLQJ�
H[SHQVHV��RYHUEXLOGLQJ�LQ�WKHLU�VHFWRU�RI�WKH�UHDO�HVWDWH�PDUNHW��ÀXFWXDWLRQV�LQ�UHQWDO�LQFRPH��ODFN�RI�DYDLODELOLW\�RI�PRUWJDJH�IXQGV�
RU�¿QDQFLQJ��H[WHQGHG�YDFDQFLHV�RI�SURSHUWLHV��HVSHFLDOO\�GXULQJ�HFRQRPLF�GRZQWXUQV��FKDQJHV�LQ�WD[�DQG�UHJXODWRU\�UHTXLUHPHQWV��
ORVVHV� GXH� WR� HQYLURQPHQWDO� OLDELOLWLHV�� RU� FDVXDOW\� RU� FRQGHPQDWLRQ� ORVVHV�� 5(,7V� DOVR� DUH� GHSHQGHQW� XSRQ� WKH� VNLOOV� RI� WKHLU�
PDQDJHUV�DQG�DUH�VXEMHFW�WR�KHDY\�FDVK�ÀRZ�GHSHQGHQF\�RU�VHOI�OLTXLGDWLRQ��5HJDUGOHVV�RI�ZKHUH�D�5(,7�LV�RUJDQL]HG�RU�WUDGHG��
LWV�SHUIRUPDQFH�PD\�EH�D൵HFWHG�VLJQL¿FDQWO\�E\�HYHQWV�LQ�WKH�UHJLRQ�ZKHUH�LWV�SURSHUWLHV�DUH�ORFDWHG��7KH�YDOXH�RI�5(,7�FRPPRQ�
VKDUHV�PD\�GHFOLQH�ZKHQ�LQWHUHVW�UDWHV�ULVH��'XULQJ�SHULRGV�RI�KLJK�LQWHUHVW�UDWHV��5(,7V�DQG�RWKHU�UHDO�HVWDWH�FRPSDQLHV�PD\�ORVH�
DSSHDO�IRU�LQYHVWRUV�ZKR�PD\�EH�DEOH�WR�REWDLQ�KLJKHU�\LHOGV�IURP�RWKHU�LQFRPH�SURGXFLQJ�LQYHVWPHQWV��+LJK�LQWHUHVW�UDWHV�PD\�DOVR�
PHDQ�WKDW�¿QDQFLQJ�IRU�SURSHUW\�SXUFKDVHV�DQG�LPSURYHPHQWV�LV�PRUH�FRVWO\�DQG�GL൶FXOW�WR�REWDLQ�

Geographic Focus Risk��7KH�)XQG�PD\�VHHN�WR�EXLOG�D�JHRJUDSKLFDOO\�GLYHUVH�SRUWIROLR��ZLWK�DVVHWV�FXUUHQWO\�IRFXVHG�SULPDULO\�
LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD�DQG�(XURSH��7KH�)XQG�LV�QRW�VXEMHFW�WR�DQ\�JHRJUDSKLF�UHVWULFWLRQV�ZKHQ�LQYHVWLQJ�DQG��WKHUHIRUH��
FRXOG�IRFXV�LWV�LQYHVWPHQWV�LQ�D�SDUWLFXODU�JHRJUDSKLF�UHJLRQ��ZKHWKHU�LQ�WKH�8�6��RU�DEURDG��$�JHRJUDSKLF�IRFXV�LQ�D�SDUWLFXODU�
UHJLRQ�PD\�H[SRVH�WKH�)XQG�WR�DQ�LQFUHDVHG�ULVN�RI�ORVV�GXH�WR�ULVNV�DVVRFLDWHG�ZLWK�WKDW�UHJLRQ��&HUWDLQ�UHJLRQV�IURP�WLPH�WR�WLPH�
ZLOO� H[SHULHQFH�ZHDNHU� HFRQRPLF� FRQGLWLRQV� WKDQ� RWKHUV� DQG�� FRQVHTXHQWO\��ZLOO� OLNHO\� H[SHULHQFH� KLJKHU� UDWHV� RI� GHOLQTXHQF\�
DQG�ORVV�WKDQ�RQ�VLPLODU�LQYHVWPHQWV�DFURVV�WKH�JHRJUDSKLF�UHJLRQV�WR�ZKLFK�WKH�)XQG�LV�H[SRVHG��,Q�WKH�HYHQW�WKDW�D�VLJQL¿FDQW�
SRUWLRQ�RI�WKH�)XQG¶V�LQYHVWPHQWV�UHODWH�WR�ORDQV�RZHG�E\�ERUURZHUV�UHVLGHQW�RU�RSHUDWLQJ�LQ�FHUWDLQ�VSHFL¿F�JHRJUDSKLF�UHJLRQV��
DQ\� ORFDOL]HG� HFRQRPLF� FRQGLWLRQV�� ZHDWKHU� HYHQWV�� QDWXUDO� RU� PDQ�PDGH� GLVDVWHUV� RU� RWKHU� IDFWRUV� D൵HFWLQJ� WKRVH� UHJLRQV� LQ�
SDUWLFXODU�FRXOG�LQFUHDVH�GHOLQTXHQF\�DQG�GHIDXOWV�RQ�WKH�DVVHWV�WR�ZKLFK�WKH�)XQG�LV�H[SRVHG�DQG�FRXOG�QHJDWLYHO\�LPSDFW�)XQG�
SHUIRUPDQFH��)XUWKHU��DQ\�IRFXV�RI�WKH�)XQG¶V�LQYHVWPHQWV�LQ�RQH�RU�PRUH�UHJLRQV�ZRXOG�KDYH�D�GLVSURSRUWLRQDWH�H൵HFW�RQ�WKH�)XQG�
LI�JRYHUQPHQWDO�DXWKRULWLHV�LQ�DQ\�VXFK�UHJLRQ�WRRN�DFWLRQ�DJDLQVW�DQ\�RI�WKH�SDUWLFLSDQWV�LQ�WKH�DOWHUQDWLYH�OHQGLQJ�LQGXVWU\�GRLQJ�
EXVLQHVV�LQ�WKDW�UHJLRQ�

Investment Liquidity Risk.�,QYHVWPHQW�OLTXLGLW\�ULVN�H[LVWV�ZKHQ�SDUWLFXODU�LQYHVWPHQWV�RI�WKH�)XQG�ZRXOG�EH�GL൶FXOW�WR�VHOO��SRVVLEO\�
SUHYHQWLQJ�WKH�)XQG�IURP�VHOOLQJ�VXFK�LOOLTXLG�VHFXULWLHV�DW�DQ�DGYDQWDJHRXV�WLPH�RU�SULFH��RU�SRVVLEO\�UHTXLULQJ�WKH�)XQG�WR�GLVSRVH�
RI�RWKHU�LQYHVWPHQWV�DW�XQIDYRUDEOH�WLPHV�RU�SULFHV��,QYHVWPHQW�YHKLFOHV��VXFK�DV�WKH�)XQG��ZLWK�SULQFLSDO�LQYHVWPHQW�VWUDWHJLHV�WKDW�
LQYROYH�VHFXULWLHV�RI�FRPSDQLHV�ZLWK�VPDOOHU�PDUNHW�FDSLWDOL]DWLRQV��LOOLTXLG�VHFXULWLHV��RU�VHFXULWLHV�ZLWK�VXEVWDQWLDO�PDUNHW�DQG�RU�
FUHGLW�ULVN�WHQG�WR�KDYH�WKH�JUHDWHVW�H[SRVXUH�WR�OLTXLGLW\�ULVN��0RVW�RI�WKH�)XQG¶V�ORDQ�DVVHWV�DUH�QRW�OLTXLG��7KLV�LQFOXGHV��ZLWKRXW�
OLPLWDWLRQ��WKH�)XQG¶V�LQYHVWPHQWV�LQ�V\QGLFDWHG�ORDQV��SULYDWH�SODFHPHQWV��UHVLGHQWLDO�DQG�FRPPHUFLDO�PRUWJDJH�ORDQV��FRQVXPHU�
ORDQV��FRPPHUFLDO�ORDQV��SULYDWH�SODFHPHQWV��PDUNHWSODFH�ORDQV�DQG�FROODWHUDOL]HG�ORDQV��0DQ\�RI�WKH�)XQG¶V�VHFXULWLHV��LQFOXGLQJ�
LWV�LQYHVWPHQWV�LQ�50%6��&0%6��$%6��&/1V��KLJK�\LHOG�ERQGV��SULYDWH�IXQGV��GHULYDWLYHV��IRUHLJQ�LQYHVWPHQWV�DQG�&/2V�PD\�DOVR�
EH�LOOLTXLG��$V�D�UHVXOW��WKH�)XQG�PD\�KDYH�GL൶FXOW\�VHOOLQJ�PDQ\�RI�LWV�LQYHVWPHQWV�LQ�DOO�RI�WKHVH��DQG�RWKHU��VHFWRUV��7KH�ODFN�RI�
D�OLTXLG�PDUNHW�IRU�WKH�)XQG¶V�LOOLTXLG�LQYHVWPHQWV�FRXOG�GHFUHDVH�WKH�)XQG¶V�1$9��7KHUH�PD\�EH�D�PDUNHW�IRU�WKH�)XQG¶V�DVVHWV�RU�
FROODWHUDO�XQGHUO\LQJ�WKRVH�DVVHWV�WKDW�FHDVHV�WR�IXQFWLRQ�RU�LV�QRW�D�UHOLDEOH�VRXUFH�RI�OLTXLGLW\�

Private Markets Risk.�7KH� VHFXULWLHV� DQG�SULYDWH� IXQGV� LQ�ZKLFK� WKH�)XQG�� GLUHFWO\� RU� LQGLUHFWO\��PD\� LQYHVW� LQFOXGH�SULYDWHO\�
LVVXHG�VHFXULWLHV�RI�ERWK�SXEOLF�DQG�SULYDWH�FRPSDQLHV��3ULYDWH�VHFXULWLHV�KDYH�DGGLWLRQDO�ULVN�FRQVLGHUDWLRQV�WKDQ�LQYHVWPHQWV�LQ�
FRPSDUDEOH�SXEOLF�LQYHVWPHQWV��:KHQHYHU�WKH�)XQG�LQYHVWV�LQ�FRPSDQLHV�WKDW�GR�QRW�SXEOLFO\�UHSRUW�¿QDQFLDO�DQG�RWKHU�PDWHULDO�
LQIRUPDWLRQ��LW�DVVXPHV�D�JUHDWHU�GHJUHH�RI�LQYHVWPHQW�ULVN�DQG�UHOLDQFH�XSRQ�WKH�$GYLVHU¶V�DELOLW\�WR�REWDLQ�DQG�HYDOXDWH�DSSOLFDEOH�
LQIRUPDWLRQ�FRQFHUQLQJ�VXFK�FRPSDQLHV¶�FUHGLWZRUWKLQHVV�DQG�RWKHU�LQYHVWPHQW�FRQVLGHUDWLRQV��&HUWDLQ�SULYDWH�VHFXULWLHV�PD\�EH�
LOOLTXLG��%HFDXVH�WKHUH�LV�RIWHQ�QR�UHDGLO\�DYDLODEOH�WUDGLQJ�PDUNHW�IRU�SULYDWH�VHFXULWLHV��WKH�)XQG�PD\�QRW�EH�DEOH�WR�UHDGLO\�GLVSRVH�
RI�VXFK�LQYHVWPHQWV�DW�SULFHV�WKDW�DSSUR[LPDWH�WKRVH�DW�ZKLFK�WKH�)XQG�FRXOG�VHOO�WKHP�LI�WKH\�ZHUH�PRUH�ZLGHO\�WUDGHG��3ULYDWH�
VHFXULWLHV�WKDW�DUH�GHEW�VHFXULWLHV�JHQHUDOO\�DUH�RI�EHORZ�LQYHVWPHQW�JUDGH�TXDOLW\��IUHTXHQWO\�DUH�XQUDWHG�DQG�SUHVHQW�PDQ\�RI�WKH�
VDPH�ULVNV�DV�LQYHVWLQJ�LQ�EHORZ�LQYHVWPHQW�JUDGH�SXEOLF�GHEW�VHFXULWLHV��,QYHVWLQJ�LQ�SULYDWH�GHEW�LQVWUXPHQWV�LV�D�KLJKO\�VSHFLDOL]HG�
LQYHVWPHQW�SUDFWLFH�WKDW�GHSHQGV�PRUH�KHDYLO\�RQ�LQGHSHQGHQW�FUHGLW�DQDO\VLV�WKDQ�LQYHVWPHQWV�LQ�RWKHU�W\SHV�RI�REOLJDWLRQV��7KH�
ODFN�RI�D�OLTXLG�PDUNHW�IRU�SULYDWH�LQYHVWPHQWV�FRXOG�GHFUHDVH�WKH�)XQG¶V�1$9�

Unregulated and Opaque Markets Risk��7KH�)XQG�PD\�LQYHVW�LQ�FHUWDLQ�GHULYDWLYH�LQVWUXPHQWV�WKDW�DUH�QHJRWLDWHG�RQ�DQ�LQGLYLGXDO�
EDVLV�DQG�DUH�QRW�VWDQGDUGL]HG�RU�WUDGHG�RQ�H[FKDQJHV��RU�RWKHU�VHFXULWLHV�WUDGHG�RQ�XQUHJXODWHG�PDUNHWV��7KHVH�XQUHJXODWHG�PDUNHWV�
FDQ�H[SHULHQFH�OHQJWK\�SHULRGV�RI�LOOLTXLGLW\��XQXVXDOO\�KLJK�WUDGLQJ�YROXPH�DQG�RWKHU�QHJDWLYH�LPSDFWV��VXFK�DV�SROLWLFDO�LQWHUYHQWLRQ��
ZKLFK�PD\�UHVXOW�LQ�YRODWLOLW\�RU�GLVUXSWLRQV�LQ�VXFK�PDUNHWV��0DQ\�WLPHV��WKHVH�PDUNHWV�DUH�DOVR�RSDTXH�DQG�ODFN�DQ\�FHQWUDOL]HG�
UHFRUGLQJ�RI�LQIRUPDWLRQ��ZKLFK�FUHDWHV�XQLTXH�FKDOOHQJHV�LQ�SHUIRUPLQJ�GXH�GLOLJHQFH�RQ�LQYHVWPHQW�RSSRUWXQLWLHV�DQG�DVVHVVLQJ�



  
��

WKH�SULFLQJ�RI�VHFXULWLHV��7KHVH�PDUNHWV�DUH�DOVR�LQÀXHQFHG�E\�LQWHUHVW�UDWHV��FKDQJLQJ�VXSSO\�DQG�GHPDQG�UHODWLRQVKLSV��WUDGH��¿VFDO��
PRQHWDU\�DQG�H[FKDQJH�FRQWURO�SURJUDPV�DQG�SROLFLHV�RI�JRYHUQPHQWV��DQG�QDWLRQDO�DQG�LQWHUQDWLRQDO�SROLWLFDO�DQG�HFRQRPLF�HYHQWV�
DQG�SROLFLHV��5HJXODWLRQ�LQ�WKHVH�PDUNHWV��KRZHYHU��FRXOG�OLPLW�RU�SUHYHQW�WKH�)XQG¶V�DELOLW\�WR�XWLOL]H�FHUWDLQ�GHULYDWLYH�LQVWUXPHQWV�
VXFK�DV�VZDS�DJUHHPHQWV��DQG�UHDOL]H�DPRXQWV�UHFHLYHG�XQGHU�WKRVH�DJUHHPHQWV��ZKLFK�FRXOG�QHJDWLYHO\�D൵HFW�WKH�)XQG�

Volatile Markets Risk��0DUNHWV� H[SHULHQFH� SHULRGV� RI� GLVUXSWLRQ� DQG� LQVWDELOLW\� IURP� WLPH� WR� WLPH�� 7KH� SULFHV� RI� WKH� )XQG¶V�
LQYHVWPHQWV��DQG�WKHUHIRUH�WKH�1$9�RI�WKH�)XQG��FDQ�EH�KLJKO\�YRODWLOH��3ULFH�PRYHPHQWV�RI�IRUZDUG�FRQWUDFWV��IXWXUHV�FRQWUDFWV�
DQG�RWKHU�GHULYDWLYH�FRQWUDFWV�LQ�ZKLFK�WKH�)XQG�PD\�LQYHVW�DUH�LQÀXHQFHG�E\��DPRQJ�RWKHU�WKLQJV��LQWHUHVW�UDWHV��FKDQJLQJ�VXSSO\�
DQG�GHPDQG�UHODWLRQVKLSV��WUDGH��¿VFDO��PRQHWDU\�DQG�H[FKDQJH�FRQWURO�SURJUDPV�DQG�SROLFLHV�RI�JRYHUQPHQWV��DQG�QDWLRQDO�DQG�
LQWHUQDWLRQDO�SROLWLFDO�DQG�HFRQRPLF�HYHQWV�DQG�SROLFLHV�� ,Q�DGGLWLRQ��JRYHUQPHQWV�IURP�WLPH�WR� WLPH�LQWHUYHQH��GLUHFWO\�DQG�E\�
UHJXODWLRQ��LQ�FHUWDLQ�PDUNHWV��SDUWLFXODUO\�WKRVH�LQ�FXUUHQFLHV��¿QDQFLDO�LQVWUXPHQWV�DQG�LQWHUHVW�UDWH�UHODWHG�IXWXUHV�DQG�RSWLRQV��
6XFK�LQWHUYHQWLRQ�RIWHQ�LV�LQWHQGHG�GLUHFWO\�WR�LQÀXHQFH�SULFHV�DQG�PD\��WRJHWKHU�ZLWK�RWKHU�IDFWRUV��FDXVH�DOO�RI�VXFK�PDUNHWV�WR�
PRYH�UDSLGO\�LQ�WKH�VDPH�GLUHFWLRQ�EHFDXVH�RI��DPRQJ�RWKHU�WKLQJV��LQWHUHVW�UDWH�ÀXFWXDWLRQV��0RUHRYHU��VLQFH�LQWHUQDWLRQDOO\�WKHUH�
PD\�EH�OHVV�JRYHUQPHQW�VXSHUYLVLRQ�DQG�UHJXODWLRQ�RI�ZRUOGZLGH�VWRFN�H[FKDQJHV�DQG�FOHDULQJKRXVHV�WKDQ�LQ�WKH�8�6���WKH�)XQG�
DOVR�LV�VXEMHFW�WR�WKH�ULVN�RI�WKH�IDLOXUH�RI�WKH�H[FKDQJHV�RQ�ZKLFK�LWV�SRVLWLRQV�WUDGH�RU�RI�LWV�FOHDULQJKRXVHV��DQG�WKHUH�PD\�EH�D�
KLJKHU�ULVN�RI�¿QDQFLDO�LUUHJXODULWLHV�DQG�RU�ODFN�RI�DSSURSULDWH�ULVN�PRQLWRULQJ�DQG�FRQWUROV�

$GGLWLRQDOO\��WKH�PDUNHW�YDOXH�RI�WKH�DOWHUQDWLYH�OHQGLQJ�UHODWHG�VHFXULWLHV�WR�ZKLFK�WKH�)XQG�KDV�H[SRVXUH�PD\�LQFUHDVH�RU�GHFUHDVH��
VRPHWLPHV�UDSLGO\�DQG�XQSUHGLFWDEO\��EDVHG�XSRQ�FKDQJHV�LQ�DQ�LVVXHU¶V�¿QDQFLDO�FRQGLWLRQ�DQG�RU�RYHUDOO�PDUNHW�DQG�HFRQRPLF�
FRQGLWLRQV��%HFDXVH�PDQ\�RI�WKH�)XQG¶V�LQYHVWPHQWV�PD\�EH�LOOLTXLG�DQG�RU�EHORZ�LQYHVWPHQW�JUDGH��RU�XQUDWHG��EXW�RI�D�VLPLODU�
TXDOLW\��GHEW�VHFXULWLHV�WKDW�DUH�EHORZ�LQYHVWPHQW�JUDGH�DUH�FRPPRQO\�FDOOHG�³MXQN�ERQGV´���WKH�)XQG�PD\�EH�VXEMHFW�WR�LQFUHDVHG�
YRODWLOLW\�ULVN��,Q�DGGLWLRQ��WKH�)XQG¶V�XVH�RI�OHYHUDJH�LQFUHDVHV�WKH�YRODWLOLW\�RI�WKH�)XQG¶V�YDOXH�

Political and Economic Crisis Risk.�7KH�)XQG�PD\�EH�PDWHULDOO\�D൵HFWHG�E\�PDUNHW��HFRQRPLF�DQG�SROLWLFDO�FRQGLWLRQV�JOREDOO\�
DQG�LQ�WKH�MXULVGLFWLRQV�DQG�VHFWRUV�LQ�ZKLFK�WKH\�LQYHVW�RU�RSHUDWH��LQFOXGLQJ�IDFWRUV�D൵HFWLQJ�LQWHUHVW�UDWHV��WKH�DYDLODELOLW\�RI�FUHGLW��
FXUUHQF\�H[FKDQJH�UDWHV�DQG�WUDGH�EDUULHUV��7KHVH�IDFWRUV�DUH�RXWVLGH�WKH�)XQG¶V�FRQWURO�DQG�FRXOG�DGYHUVHO\�D൵HFW�WKH�OLTXLGLW\�DQG�
YDOXH�RI�LWV�LQYHVWPHQWV��DQG�PD\�UHGXFH�WKH�DELOLW\�RI�WKH�)XQG�WR�PDNH�DWWUDFWLYH�QHZ�LQYHVWPHQWV�

,Q� SDUWLFXODU�� HFRQRPLF� DQG� ¿QDQFLDO� PDUNHW� FRQGLWLRQV� EHJDQ� WR� VLJQL¿FDQWO\� GHWHULRUDWH� LQ� ������ *OREDO� ¿QDQFLDO� PDUNHWV�
H[SHULHQFHG�FRQVLGHUDEOH�GHFOLQHV�LQ�WKH�YDOXDWLRQV�RI�GHEW�DQG�HTXLW\�VHFXULWLHV��DQ�DFXWH�FRQWUDFWLRQ�LQ�WKH�DYDLODELOLW\�RI�FUHGLW�
DQG�WKH�IDLOXUH�RI�D�QXPEHU�RI�OHDGLQJ�¿QDQFLDO�LQVWLWXWLRQV��$V�D�UHVXOW��FHUWDLQ�JRYHUQPHQW�ERGLHV�DQG�FHQWUDO�EDQNV�ZRUOGZLGH��
LQFOXGLQJ� WKH� 8�6�� 7UHDVXU\� 'HSDUWPHQW� DQG� WKH� 8�6�� )HGHUDO� 5HVHUYH�� XQGHUWRRN� XQSUHFHGHQWHG� LQWHUYHQWLRQ� SURJUDPV�� WKH�
ORQJ�WHUP�H൵HFWV�RI�ZKLFK�UHPDLQ�XQFHUWDLQ��7KH�8�6��HFRQRP\�KDV�H[SHULHQFHG�DQG�FRQWLQXHV�WR�H[SHULHQFH�UHODWLYHO\�KLJK�OHYHOV�
RI�XQHPSOR\PHQW�DQG�FRQVWUDLQHG�OHQGLQJ��7KH�)XQG¶V�LQYHVWPHQW�VWUDWHJ\�DQG�WKH�DYDLODELOLW\�RI�RSSRUWXQLWLHV�UHOLHV�LQ�SDUW�RQ�WKH�
FRQWLQXDWLRQ�RI�FHUWDLQ�WUHQGV�DQG�FRQGLWLRQV�REVHUYHG�LQ�WKH�PDUNHW�IRU�GHEW�VHFXULWLHV�DQG�WKH�ODUJHU�¿QDQFLDO�PDUNHWV�DQG��LQ�VRPH�
FDVHV��RQ�WKH�LPSURYHPHQW�RI�VXFK�FRQGLWLRQV��$OWKRXJK�FHUWDLQ�¿QDQFLDO�PDUNHWV�KDYH�VKRZQ�VRPH�UHFHQW�VLJQV�RI�LPSURYHPHQW��WR�
WKH�H[WHQW�HFRQRPLF�FRQGLWLRQV�H[SHULHQFHG�RYHU�WKH�ODVW�VHYHUDO�\HDUV�FRQWLQXH��WKH\�PD\�DGYHUVHO\�LPSDFW�WKH�LQYHVWPHQWV�RI�WKH�
)XQG��7UHQGV�DQG�KLVWRULFDO�HYHQWV�GR�QRW�LPSO\��IRUHFDVW�RU�SUHGLFW�IXWXUH�HYHQWV�DQG�SDVW�SHUIRUPDQFH�LV�QRW�QHFHVVDULO\�LQGLFDWLYH�
RI�IXWXUH�UHVXOWV��7KHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�WKH�DVVXPSWLRQV�PDGH�RU�WKH�EHOLHIV�DQG�H[SHFWDWLRQV�FXUUHQWO\�KHOG�E\�WKH�)XQG¶V�
LQYHVWPHQW�DGYLVHU�ZLOO�SURYH�FRUUHFW��DQG�DFWXDO�HYHQWV�DQG�FLUFXPVWDQFHV�PD\�YDU\�VLJQL¿FDQWO\�

,VVXHU�DQG�1RQ�'LYHUVL¿FDWLRQ�5LVN��7KH�YDOXH�RI�D�VSHFL¿F�VHFXULW\�FDQ�EH�PRUH�YRODWLOH�WKDQ�WKH�PDUNHW�DV�D�ZKROH�DQG�FDQ�
SHUIRUP�GL൵HUHQWO\� IURP�WKH�YDOXH�RI� WKH�PDUNHW�DV�D�ZKROH��$V�D�QRQ�GLYHUVL¿HG�IXQG�� WKH�)XQG�PD\� LQYHVW�PRUH� WKDQ����RI�
LWV�WRWDO�DVVHWV�LQ�WKH�VHFXULWLHV�RI�RQH�RU�PRUH�LVVXHUV��7KH�)XQG¶V�SHUIRUPDQFH�PD\�EH�PRUH�VHQVLWLYH�WR�DQ\�VLQJOH�HFRQRPLF��
EXVLQHVV��OHJDO��SROLWLFDO�RU�UHJXODWRU\�RFFXUUHQFH�WKDQ�WKH�YDOXH�RI�VKDUHV�RI�D�GLYHUVL¿HG�LQYHVWPHQW�FRPSDQ\��7KH�YDOXH�RI�DQ�
LVVXHU¶V�VHFXULWLHV�WKDW�DUH�KHOG�LQ�WKH�)XQG¶V�SRUWIROLR�PD\�GHFOLQH�IRU�D�QXPEHU�RI�UHDVRQV�ZKLFK�GLUHFWO\�UHODWH�WR�WKH�LVVXHU��VXFK�
DV�PDQDJHPHQW�SHUIRUPDQFH��¿QDQFLDO�OHYHUDJH�DQG�UHGXFHG�GHPDQG�IRU�WKH�LVVXHU¶V�JRRGV�DQG�VHUYLFHV�

Management Risk��7KH�1$9�RI�WKH�)XQG�FKDQJHV�GDLO\�EDVHG�RQ�WKH�SHUIRUPDQFH�RI�LWV�LQYHVWPHQWV�DQG�RWKHU�IDFWRUV��7KH�$GYLVHU¶V�
MXGJPHQWV�DERXW�WKH�DWWUDFWLYHQHVV��YDOXH�DQG�SRWHQWLDO�DSSUHFLDWLRQ�RI�SDUWLFXODU�DVVHW�FODVV�DQG�RU�LQYHVWPHQWV�LQ�ZKLFK�WKH�)XQG�
LQYHVWV�PD\�SURYH�WR�EH�LQFRUUHFW�DQG�PD\�QRW�SURGXFH�WKH�GHVLUHG�UHVXOWV��7KH�$GYLVHU�UHOLHV�RQ�DQDO\WLFDO�PRGHOV��ERWK�SURSULHWDU\�
DQG�WKLUG�SDUW\�PRGHOV��DV�ZHOO�DV�LQIRUPDWLRQ�DQG�GDWD�VXSSOLHG�E\�WKLUG�SDUWLHV��7KHVH�PRGHOV�DQG�GDWD�PD\�EH�XVHG�WR�YDOXH�DVVHWV�
RU�SRWHQWLDO�DVVHW�DFTXLVLWLRQV�DQG�GLVSRVLWLRQV�DQG�DOVR�LQ�FRQQHFWLRQ�ZLWK�WKH�)XQG¶V�DVVHW�PDQDJHPHQW�DFWLYLWLHV��,I�WKH�$GYLVHU¶V�
PRGHOV�DQG�GDWD�SURYH�WR�EH�LQFRUUHFW��PLVOHDGLQJ��RU�LQFRPSOHWH��DQ\�GHFLVLRQV�PDGH�LQ�UHOLDQFH�WKHUHRQ�FRXOG�H[SRVH�WKH�)XQG�
WR�SRWHQWLDO�ULVNV��7KH�$GYLVHU¶V�PRGHOV�DQG�GDWD�PD\�LQGXFH�LW�WR�SXUFKDVH�FHUWDLQ�DVVHWV�DW�SULFHV�WKDW�DUH�WRR�KLJK��WR�VHOO�FHUWDLQ�
RWKHU�DVVHWV�DW�SULFHV�WKDW�DUH�WRR�ORZ��RU�WR�PLVV�IDYRUDEOH�RSSRUWXQLWLHV�DOWRJHWKHU��6LPLODUO\��DQ\�KHGJLQJ�DFWLYLWLHV�WKDW�DUH�EDVHG�
RQ�IDXOW\�PRGHOV�DQG�GDWD�PD\�SURYH�WR�EH�XQVXFFHVVIXO�

6RPH�RI�WKH�ULVNV�RI�UHO\LQJ�RQ�DQDO\WLFDO�PRGHOV�DQG�WKLUG�SDUW\�GDWD�LQFOXGH�WKH�IROORZLQJ�

�� FROODWHUDO�FDVK�ÀRZV�DQG�RU� OLDELOLW\�VWUXFWXUHV�PD\�EH� LQFRUUHFWO\�PRGHOHG� LQ�DOO�RU�RQO\�FHUWDLQ�VFHQDULRV��RU�PD\�EH�
PRGHOHG�EDVHG�RQ�VLPSOLI\LQJ�DVVXPSWLRQV�WKDW�OHDG�WR�HUURUV�



 
��

�� LQIRUPDWLRQ�DERXW�DVVHWV�RU�WKH�XQGHUO\LQJ�FROODWHUDO�PD\�EH�LQFRUUHFW��LQFRPSOHWH��RU�PLVOHDGLQJ�

�� DVVHW��FROODWHUDO�RU�KLVWRULFDO�SHUIRUPDQFH��VXFK�DV�KLVWRULFDO�SUHSD\PHQWV��GHIDXOWV��FDVK�ÀRZV��HWF���PD\�EH�LQFRUUHFWO\�
UHSRUWHG�� RU� VXEMHFW� WR� LQWHUSUHWDWLRQ� �H�J��� GL൵HUHQW�0%6� LVVXHUV�PD\� UHSRUW� GHOLQTXHQF\� VWDWLVWLFV� EDVHG� RQ� GL൵HUHQW�
GH¿QLWLRQV�RI�ZKDW�FRQVWLWXWHV�D�GHOLQTXHQW�ORDQ���DQG

�� DVVHW�� FROODWHUDO� RU� VHFXULWLHV� UHODWHG� LQIRUPDWLRQ� PD\� EH� RXWGDWHG�� LQ� ZKLFK� FDVH� WKH� PRGHOV� PD\� FRQWDLQ� LQFRUUHFW�
DVVXPSWLRQV�DV�WR�ZKDW�KDV�RFFXUUHG�VLQFH�WKH�GDWH�LQIRUPDWLRQ�ZDV�ODVW�XSGDWHG�

6RPH�PRGHOV��VXFK�DV�SUHSD\PHQW�PRGHOV�RU�GHIDXOW�PRGHOV��PD\�EH�SUHGLFWLYH�LQ�QDWXUH��7KH�XVH�RI�SUHGLFWLYH�PRGHOV�KDV�LQKHUHQW�
ULVNV��)RU�H[DPSOH��VXFK�PRGHOV�PD\�LQFRUUHFWO\�IRUHFDVW�IXWXUH�EHKDYLRU��OHDGLQJ�WR�SRWHQWLDO�ORVVHV��,Q�DGGLWLRQ��WKH�SUHGLFWLYH�
PRGHOV�XVHG�E\� WKH�$GYLVHU�PD\�GL൵HU� VXEVWDQWLDOO\� IURP� WKRVH�PRGHOV�XVHG�E\�RWKHU�PDUNHW�SDUWLFLSDQWV��ZLWK� WKH� UHVXOW� WKDW�
YDOXDWLRQV�EDVHG�RQ� WKHVH�SUHGLFWLYH�PRGHOV�PD\�EH� VXEVWDQWLDOO\�KLJKHU� RU� ORZHU� IRU� FHUWDLQ� DVVHWV� WKDQ� DFWXDO�PDUNHW� SULFHV��
)XUWKHUPRUH�� EHFDXVH� SUHGLFWLYH�PRGHOV� DUH� XVXDOO\� FRQVWUXFWHG� EDVHG� RQ� KLVWRULFDO� GDWD� VXSSOLHG� E\� WKLUG� SDUWLHV�� WKH� VXFFHVV�
RI�UHO\LQJ�RQ�VXFK�PRGHOV�PD\�GHSHQG�KHDYLO\�RQ�WKH�DFFXUDF\�DQG�UHOLDELOLW\�RI�WKH�VXSSOLHG�KLVWRULFDO�GDWD��DQG��LQ�WKH�FDVH�RI�
SUHGLFWLQJ�SHUIRUPDQFH�LQ�VFHQDULRV�ZLWK�OLWWOH�RU�QR�KLVWRULFDO�SUHFHGHQW��VXFK�DV�H[WUHPH�EURDG�EDVHG�GHFOLQHV�LQ�KRPH�SULFHV��
RU�GHHS�HFRQRPLF�UHFHVVLRQV�RU�GHSUHVVLRQV���VXFK�PRGHOV�PXVW�HPSOR\�JUHDWHU�GHJUHHV�RI�H[WUDSRODWLRQ�DQG�DUH�WKHUHIRUH�PRUH�
VSHFXODWLYH�DQG�RI�PRUH�OLPLWHG�UHOLDELOLW\�

$OO�YDOXDWLRQ�PRGHOV� UHO\�RQ�FRUUHFW�PDUNHW�GDWD� LQSXWV�� ,I� LQFRUUHFW�PDUNHW�GDWD� LV�HQWHUHG� LQWR�HYHQ�D�ZHOO�IRXQGHG�YDOXDWLRQ�
PRGHO��WKH�UHVXOWLQJ�YDOXDWLRQV�ZLOO�EH�LQFRUUHFW��+RZHYHU��HYHQ�LI�PDUNHW�GDWD�LV�LQSXW�FRUUHFWO\��³PRGHO�SULFHV´�ZLOO�RIWHQ�GL൵HU�
VXEVWDQWLDOO\�IURP�PDUNHW�SULFHV��HVSHFLDOO\�IRU�VHFXULWLHV�ZLWK�FRPSOH[�FKDUDFWHULVWLFV�RU�ZKRVH�YDOXHV�DUH�SDUWLFXODUO\�VHQVLWLYH�WR�
YDULRXV�IDFWRUV��,I�WKH�$GYLVHU¶V�GDWD�LQSXWV�DUH�LQFRUUHFW�RU�PRGHO�SULFHV�GL൵HU�VXEVWDQWLDOO\�IURP�PDUNHW�SULFHV��WKH�)XQG�FRXOG�EH�
PDWHULDOO\�DGYHUVHO\�D൵HFWHG��6HH�DOVR�³Valuation Risk�´

Active Trading Risks.�7KH�)XQG�LV�DFWLYHO\�PDQDJHG�DQG�PD\�SXUFKDVH�DQG�VHOO�LQYHVWPHQWV�ZLWKRXW�UHJDUG�WR�WKH�OHQJWK�RI�WLPH�
KHOG��$FWLYH� WUDGLQJ�PD\�KDYH�D�QHJDWLYH� LPSDFW�RQ�SHUIRUPDQFH�E\� LQFUHDVLQJ�EURNHUDJH�DQG�RWKHU� WUDQVDFWLRQ�FRVWV�DQG�PD\�
JHQHUDWH�JUHDWHU�DPRXQWV�RI�QHW�VKRUW�WHUP�FDSLWDO�JDLQV��ZKLFK��IRU�WD[DEOH�DFFRXQWV��ZRXOG�EH�VXEMHFW�WR�WD[�DW�RUGLQDU\�LQFRPH�
WD[�UDWHV��7KH�)XQG�ZLOO� LQYHVW�DQG�WUDGH�LQ�D�YDULHW\�RI�GL൵HUHQW�VHFXULWLHV��DQG�XWLOL]H�D�YDULHW\�RI� LQYHVWPHQW�LQVWUXPHQWV�DQG�
WHFKQLTXHV��(DFK�VHFXULW\�DQG�HDFK�LQVWUXPHQW�DQG�WHFKQLTXH�LQYROYHV�WKH�ULVN�RI�ORVV�RI�FDSLWDO��:KLOH�WKH�$GYLVHU�ZLOO�DWWHPSW�WR�
PRGHUDWH�WKHVH�ULVNV��WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�WKH�)XQG¶V�LQYHVWPHQW�DFWLYLWLHV�ZLOO�EH�VXFFHVVIXO�RU�WKDW�WKH�6KDUHKROGHUV�ZLOO�
QRW�VX൵HU�ORVVHV�

Leveraging Risk��7KH�XVH�RI�OHYHUDJH��VXFK�DV�ERUURZLQJ�PRQH\�RU�LVVXLQJ�VKDUHV�RI�SUHIHUUHG�VWRFN�WR�SXUFKDVH�VHFXULWLHV��E\�
WKH�)XQG�ZLOO�PDJQLI\�WKH�)XQG¶V�JDLQV�RU�ORVVHV��*HQHUDOO\��WKH�XVH�RI�OHYHUDJH�DOVR�ZLOO�FDXVH�WKH�)XQG�WR�KDYH�KLJKHU�H[SHQVHV�
�HVSHFLDOO\�LQWHUHVW�H[SHQVHV��WKDQ�WKRVH�RI�IXQGV�WKDW�GR�QRW�XVH�VXFK�WHFKQLTXHV��,Q�DGGLWLRQ��D�OHQGHU�WR�WKH�)XQG�PD\�WHUPLQDWH�
RU� UHIXVH� WR� UHQHZ�DQ\�FUHGLW� IDFLOLW\�� ,I� WKH�)XQG� LV�XQDEOH� WR�DFFHVV�DGGLWLRQDO� FUHGLW�� LW�PD\�EH� IRUFHG� WR� VHOO� LQYHVWPHQWV�DW�
LQRSSRUWXQH�WLPHV��ZKLFK�PD\�GHSUHVV�WKH�UHWXUQV�RI�WKH�)XQG�

8QGHU�WKH�SURYLVLRQV�RI�WKH������$FW��ZH�ZLOO�EH�SHUPLWWHG��DV�D�UHJLVWHUHG�FORVHG�HQG�PDQDJHPHQW�LQYHVWPHQW�FRPSDQ\��WR�LVVXH�
VHQLRU�VHFXULWLHV�UHSUHVHQWLQJ�LQGHEWHGQHVV�VR� ORQJ�DV�RXU�DVVHW�FRYHUDJH�UDWLR�ZLWK�UHVSHFW� WKHUHWR��GH¿QHG�XQGHU� WKH������$FW�
DV�WKH�UDWLR�RI�RXU�JURVV�DVVHWV��OHVV�DOO�OLDELOLWLHV�DQG�LQGHEWHGQHVV�QRW�UHSUHVHQWHG�E\�VHQLRU�VHFXULWLHV��WR�RXU�RXWVWDQGLQJ�VHQLRU�
VHFXULWLHV�UHSUHVHQWLQJ�LQGHEWHGQHVV��LV�DW�OHDVW������DIWHU�HDFK�LVVXDQFH�RI�VXFK�VHQLRU�VHFXULWLHV��,Q�DGGLWLRQ��ZH�ZLOO�EH�SHUPLWWHG�
WR�LVVXH�DGGLWLRQDO�VKDUHV�RI�SUHIHUUHG�VWRFN�VR�ORQJ�DV�RXU�DVVHW�FRYHUDJH�UDWLR�ZLWK�UHVSHFW�WKHUHWR��GH¿QHG�XQGHU�WKH������$FW�
DV�WKH�UDWLR�RI�RXU�JURVV�DVVHWV��OHVV�DOO�OLDELOLWLHV�DQG�LQGHEWHGQHVV�QRW�UHSUHVHQWHG�E\�VHQLRU�VHFXULWLHV��WR�RXU�RXWVWDQGLQJ�VHQLRU�
VHFXULWLHV�UHSUHVHQWLQJ�LQGHEWHGQHVV��SOXV�WKH�DJJUHJDWH�LQYROXQWDU\�OLTXLGDWLRQ�SUHIHUHQFH�RI�RXU�RXWVWDQGLQJ�SUHIHUUHG�VWRFN��LV�DW�
OHDVW������DIWHU�HDFK�LVVXDQFH�RI�VXFK�SUHIHUUHG�VWRFN��,I�WKH�YDOXH�RI�RXU�DVVHWV�GHFOLQHV��ZH�PD\�EH�XQDEOH�WR�VDWLVI\�WKHVH�WHVWV��,I�
WKDW�KDSSHQV��ZH�PD\�EH�UHTXLUHG�WR�VHOO�D�SRUWLRQ�RI�RXU�LQYHVWPHQWV�DQG��GHSHQGLQJ�RQ�WKH�QDWXUH�RI�RXU�OHYHUDJH��UHSD\�D�SRUWLRQ�
RI�RXU�LQGHEWHGQHVV�RU�UHGHHP�RXWVWDQGLQJ�VKDUHV�RI�SUHIHUUHG�VWRFN��LQ�HDFK�FDVH�DW�D�WLPH�ZKHQ�GRLQJ�VR�PD\�EH�GLVDGYDQWDJHRXV��
$OVR��DQ\�DPRXQWV�WKDW�ZH�XVH�WR�VHUYLFH�RXU�LQGHEWHGQHVV�RU�SUHIHUUHG�GLYLGHQGV�ZRXOG�QRW�EH�DYDLODEOH�IRU�GLVWULEXWLRQV�WR�RXU�
FRPPRQ�VWRFNKROGHUV��)XUWKHUPRUH��DV�D�UHVXOW�RI�LVVXLQJ�VHQLRU�VHFXULWLHV��ZH�ZRXOG�DOVR�EH�H[SRVHG�WR�W\SLFDO�ULVNV�DVVRFLDWHG�
ZLWK�OHYHUDJH��LQFOXGLQJ�DQ�LQFUHDVHG�ULVN�RI�ORVV��,I�ZH�LVVXH�SUHIHUUHG�VWRFN��WKH�SUHIHUUHG�VWRFN�ZRXOG�UDQN�³VHQLRU´�WR�FRPPRQ�
VWRFN�LQ�RXU�FDSLWDO�VWUXFWXUH��SUHIHUUHG�VWRFNKROGHUV�ZRXOG�KDYH�VHSDUDWH�YRWLQJ�ULJKWV�RQ�FHUWDLQ�PDWWHUV�DQG�PLJKW�KDYH�RWKHU�
ULJKWV��SUHIHUHQFHV��RU�SULYLOHJHV�PRUH�IDYRUDEOH�WKDQ�WKRVH�RI�RXU�FRPPRQ�VWRFNKROGHUV��DQG�WKH�LVVXDQFH�RI�VKDUHV�RI�SUHIHUUHG�
VWRFN�FRXOG�KDYH�WKH�H൵HFW�RI�GHOD\LQJ��GHIHUULQJ�RU�SUHYHQWLQJ�D�WUDQVDFWLRQ�RU�D�FKDQJH�RI�FRQWURO�WKDW�PLJKW�LQYROYH�D�SUHPLXP�
SULFH�IRU�KROGHUV�RI�RXU�FRPPRQ�VWRFN�RU�RWKHUZLVH�EH�LQ�\RXU�EHVW�LQWHUHVW�

+ROGHUV�RI�DQ\�SUHIHUUHG�VWRFN�ZH�PLJKW� LVVXH�ZRXOG�KDYH� WKH� ULJKW� WR�HOHFW�PHPEHUV�RI�RXU�%RDUG�DQG�FODVV�YRWLQJ� ULJKWV�RQ�
FHUWDLQ�PDWWHUV��+ROGHUV�RI�DQ\�SUHIHUUHG�VWRFN�ZH�PLJKW�LVVXH��YRWLQJ�VHSDUDWHO\�DV�D�VLQJOH�FODVV��ZRXOG�KDYH�WKH�ULJKW�WR�HOHFW�
WZR�PHPEHUV�RI�RXU�%RDUG�DW�DOO�WLPHV�DQG��LQ�WKH�HYHQW�GLYLGHQGV�EHFRPH�WZR�IXOO�\HDUV�LQ�DUUHDUV��ZRXOG�KDYH�WKH�ULJKW�WR�HOHFW�
D�PDMRULW\�RI�WKH�%RDUG�XQWLO�VXFK�DUUHDUDJH�LV�FRPSOHWHO\�HOLPLQDWHG��,Q�DGGLWLRQ��SUHIHUUHG�VWRFNKROGHUV�KDYH�FODVV�YRWLQJ�ULJKWV�
RQ�FHUWDLQ�PDWWHUV��LQFOXGLQJ�FKDQJHV�LQ�IXQGDPHQWDO�LQYHVWPHQW�UHVWULFWLRQV�DQG�FRQYHUVLRQ�WR�RSHQ�HQG�VWDWXV��DQG�DFFRUGLQJO\�



  
��

FDQ�YHWR�DQ\�VXFK�FKDQJHV��5HVWULFWLRQV�LPSRVHG�RQ�WKH�GHFODUDWLRQV�DQG�SD\PHQW�RI�GLYLGHQGV�RU�RWKHU�GLVWULEXWLRQV�WR�WKH�KROGHUV�
RI�RXU�FRPPRQ�VKDUHV�DQG�SUHIHUUHG�VWRFN��ERWK�E\�WKH������$FW�DQG�E\�UHTXLUHPHQWV�LPSRVHG�E\�UDWLQJ�DJHQFLHV�RU�WKH�WHUPV�
RI�RXU�FUHGLW�IDFLOLWLHV��PLJKW�LPSDLU�RXU�DELOLW\�WR�PDLQWDLQ�RXU�TXDOL¿FDWLRQ�DV�D�5,&�IRU�IHGHUDO�LQFRPH�WD[�SXUSRVHV��:KLOH�ZH�
ZRXOG�LQWHQG�WR�UHGHHP�RXU�SUHIHUUHG�VWRFN�WR�WKH�H[WHQW�QHFHVVDU\�WR�HQDEOH�XV�WR�GLVWULEXWH�RXU�LQFRPH�DV�UHTXLUHG�WR�PDLQWDLQ�RXU�
TXDOL¿FDWLRQ�DV�D�5,&��WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�VXFK�DFWLRQV�FRXOG�EH�H൵HFWHG�LQ�WLPH�WR�PHHW�WKH�WD[�UHTXLUHPHQWV�

Valuation Risk��8QOLNH�SXEOLFO\�WUDGHG�FRPPRQ�VWRFN�ZKLFK�WUDGHV�RQ�QDWLRQDO�H[FKDQJHV��WKHUH�LV�QR�FHQWUDO�SODFH�RU�H[FKDQJH�IRU�
ORDQV�RU�RWKHU�QRQ�H[FKDQJH�WUDGHG�LQVWUXPHQWV��'XH�WR�WKH�ODFN�RI�FHQWUDOL]HG�LQIRUPDWLRQ�DQG�WUDGLQJ��WKH�YDOXDWLRQ�RI�ORDQV�DQG�
RWKHU�QRQ�H[FKDQJH�WUDGHG�LQVWUXPHQWV�FDUULHV�PRUH�ULVN�WKDQ�WKDW�RI�SXEOLFO\�WUDGHG�FRPPRQ�VWRFN��8QFHUWDLQWLHV�LQ�WKH�FRQGLWLRQV�
RI�WKH�¿QDQFLDO�PDUNHW��XQUHOLDEOH�UHIHUHQFH�GDWD��ODFN�RI�WUDQVSDUHQF\�DQG�LQFRQVLVWHQF\�RI�YDOXDWLRQ�PRGHOV�DQG�SURFHVVHV�PD\�
OHDG�WR�LQDFFXUDWH�DVVHW�SULFLQJ��,Q�DGGLWLRQ��RWKHU�PDUNHW�SDUWLFLSDQWV�PD\�YDOXH�LQVWUXPHQWV�GL൵HUHQWO\�WKDQ�WKH�)XQG��$V�D�UHVXOW��
WKH�)XQG�PD\�EH�VXEMHFW�WR�WKH�ULVN�WKDW�ZKHQ�D�QRQ�H[FKDQJH�WUDGHG�LQVWUXPHQW�LV�VROG�LQ�WKH�PDUNHW��WKH�DPRXQW�UHFHLYHG�E\�WKH�
)XQG�LV�OHVV�WKDQ�WKH�YDOXH�WKDW�VXFK�VHFXULW\�LV�FDUULHG�DW�RQ�WKH�)XQG¶V�ERRNV�

7KH�YDOXHV�RI�VRPH�RI�WKH�DVVHWV�LQ�WKH�)XQG¶V�SRUWIROLR�DUH�QRW�UHDGLO\�GHWHUPLQDEOH��7KH�$GYLVHU�YDOXHV�WKHVH�DVVHWV�DW�IDLU�YDOXH��
DV�GHWHUPLQHG�LQ�JRRG�IDLWK�E\�WKH�$GYLVHU��VXEMHFW�WR�WKH�RYHUVLJKW�RI�WKH�%RDUG��%HFDXVH�VXFK�YDOXDWLRQV�DUH�LQKHUHQWO\�XQFHUWDLQ��
PD\�ÀXFWXDWH�RYHU�VKRUW�SHULRGV�RI�WLPH�DQG�PD\�EH�EDVHG�RQ�HVWLPDWHV��WKH�$GYLVHU¶V�GHWHUPLQDWLRQV�RI�IDLU�YDOXH�PD\�GL൵HU�IURP�
WKH�YDOXHV�WKDW�ZRXOG�KDYH�EHHQ�XVHG�LI�D�UHDG\�PDUNHW�IRU�WKHVH�DVVHWV�H[LVWHG�RU�IURP�WKH�SULFHV�DW�ZKLFK�WUDGHV�RFFXU��)XUWKHUPRUH��
WKH�$GYLVHU�PD\�QRW�REWDLQ�WKLUG�SDUW\�YDOXDWLRQV�IRU�DOO�RI�WKH�)XQG¶V�DVVHWV��&KDQJHV�LQ�WKH�IDLU�YDOXH�RI�WKH�)XQG¶V�DVVHWV�GLUHFWO\�
LPSDFW�WKH�)XQG¶V�QHW�LQFRPH�DQG�WKH�)XQG¶V�1$9�WKURXJK�UHFRUGLQJ�XQUHDOL]HG�DSSUHFLDWLRQ�RU�GHSUHFLDWLRQ�RI�LWV�LQYHVWPHQWV�
DQG�GHULYDWLYH�LQVWUXPHQWV��DQG�VR�WKH�$GYLVHU¶V�GHWHUPLQDWLRQ�RI�IDLU�YDOXH�KDV�D�PDWHULDO�LPSDFW�RQ�WKH�)XQG¶V�QHW�LQFRPH�DQG�WKH�
)XQG¶V�1$9�

:KLOH�LQ�PDQ\�FDVHV�WKH�$GYLVHU�µV�GHWHUPLQDWLRQ�RI�WKH�IDLU�YDOXH�RI�WKH�)XQG¶V�DVVHWV�LV�EDVHG�RQ�YDOXDWLRQV�SURYLGHG�E\�WKLUG�SDUW\�
GHDOHUV�DQG�SULFLQJ�VHUYLFHV��WKH�$GYLVHU�FDQ�DQG�GRHV�YDOXH�DVVHWV�EDVHG�XSRQ�LWV�MXGJPHQW�DQG�VXFK�YDOXDWLRQV�PD\�GL൵HU�IURP�
WKRVH�SURYLGHG�E\�WKLUG�SDUW\�GHDOHUV�DQG�SULFLQJ�VHUYLFHV��9DOXDWLRQV�RI�FHUWDLQ�DVVHWV�DUH�RIWHQ�GL൶FXOW�WR�REWDLQ�RU�DUH�XQUHOLDEOH��
,Q�JHQHUDO��GHDOHUV�DQG�SULFLQJ�VHUYLFHV�KHDYLO\�GLVFODLP�WKHLU�YDOXDWLRQV��$GGLWLRQDOO\��GHDOHUV�PD\�FODLP�WR�IXUQLVK�YDOXDWLRQV�RQO\�
DV�DQ�DFFRPPRGDWLRQ�DQG�ZLWKRXW�VSHFLDO�FRPSHQVDWLRQ��DQG�VR�WKH\�PD\�GLVFODLP�DQ\�DQG�DOO�OLDELOLW\�IRU�DQ\�GLUHFW��LQFLGHQWDO��RU�
FRQVHTXHQWLDO�GDPDJHV�DULVLQJ�RXW�RI�DQ\�LQDFFXUDF\�RU�LQFRPSOHWHQHVV�LQ�YDOXDWLRQV��LQFOXGLQJ�DQ\�DFW�RI�QHJOLJHQFH�RU�EUHDFK�RI�
DQ\�ZDUUDQW\��'HSHQGLQJ�RQ�WKH�FRPSOH[LW\�DQG�LOOLTXLGLW\�RI�DQ�DVVHW��YDOXDWLRQV�RI�WKH�VDPH�DVVHW�FDQ�YDU\�VXEVWDQWLDOO\�IURP�RQH�
GHDOHU�RU�SULFLQJ�VHUYLFH�WR�DQRWKHU��+LJKHU�YDOXDWLRQV�RI�WKH�)XQG¶V�DVVHWV�KDYH�WKH�H൵HFW�RI�LQFUHDVLQJ�WKH�DPRXQW�RI�PDQDJHPHQW�
IHHV�WKH�)XQG�SD\V�WR�WKH�$GYLVHU��7KHUHIRUH��FRQÀLFWV�RI�LQWHUHVW�H[LVW�EHFDXVH�WKH�$GYLVHU�LV�LQYROYHG�LQ�WKH�GHWHUPLQDWLRQ�RI�WKH�
IDLU�YDOXH�RI�WKH�)XQG¶V�DVVHWV�

Service Provider Risk. 7KH�)XQG�ZLOO�UHO\�RQ�VHUYLFH�SURYLGHUV�VHOHFWHG�E\�WKH�$GYLVHU��WKLUG�SDUW\�RULJLQDWRUV�RU�E\�ERUURZHUV�
WR�VWRUH�� WUDQVIHU��EX\��VHOO�� OLTXLGDWH��UHFRUG�RU�RWKHUZLVH�VHUYLFH�DVVHWV��7R�WKH�H[WHQW� WKDW�D�VHUYLFH�SURYLGHU�RU� WKH� WHFKQRORJ\�
GHSOR\HG�E\�D�VHUYLFH�SURYLGHU�IDLOV�WR�SHUIRUP�WKHVH�WDVNV��WKH�)XQG¶V�LQYHVWPHQWV�PD\�EH�DGYHUVHO\�D൵HFWHG��7KHVH�ULVNV�FRXOG�
D൵HFW�WKH�YDOXH�RI�D�SDUWLFXODU�LQYHVWPHQW��LQFOXGLQJ�WKH�SRVVLEOH�ORVV�RI�WKH�HQWLUH�LQYHVWHG�DPRXQW��$Q�LQYHVWPHQW�PD\�UHSUHVHQW�
DQ�LQGLUHFW�RZQHUVKLS��RU�OLHQ�RQ�FROODWHUDO�ZKLFK�PD\�KDYH�QR�YDOXH��$V�D�UHVXOW��DQ\�LQYHVWPHQW�SURGXFW�ZLWK�FROODWHUDO�PD\�EH�
XQVHFXUHG��7KH�YDOXH�RI�WKH�FROODWHUDO�PD\�DW�DQ\�SRLQW�EH�ZRUWK�OHVV�WKDQ�WKH�YDOXH�RI�WKH�RULJLQDO�LQYHVWPHQW�

Limited History of Operations Risk��7KH�)XQG� LV�D� UHFHQWO\�RUJDQL]HG�FORVHG�HQG� LQYHVWPHQW�FRPSDQ\�ZLWK� OLPLWHG�KLVWRU\�RI�
RSHUDWLRQV��,W�LV�GHVLJQHG�IRU�ORQJ�WHUP�LQYHVWRUV�DQG�QRW�DV�D�WUDGLQJ�YHKLFOH��,I�WKH�)XQG�RSHUDWHV�XQGHU�LQRSSRUWXQH�PDUNHW�RU�
HFRQRPLF�FRQGLWLRQV��LW�PD\�QRW�EH�DEOH�WR�DFKLHYH�LWV�LQYHVWPHQW�REMHFWLYH��,I�WKH�)XQG�IDLOV�WR�DFKLHYH�LWV�GHVLUHG�VL]H�DQG�WKH�
([SHQVH�/LPLWDWLRQ�$JUHHPHQW�LV�QRW�UHQHZHG��H[SHQVHV�ZLOO�EH�KLJKHU�WKDQ�H[SHFWHG��,Q�DGGLWLRQ��LW�PD\�EH�GL൶FXOW�WR�LPSOHPHQW�
WKH�)XQG¶V�VWUDWHJ\�XQOHVV�WKH�)XQG�UDLVHV�D�PHDQLQJIXO�DPRXQW�RI�DVVHWV�

New Adviser Risk��7KH�$GYLVHU�LV�QHZO\�UHJLVWHUHG�DQG�KDV�QRW�SUHYLRXVO\�PDQDJHG�DQ�LQWHUYDO�IXQG��$FFRUGLQJO\��LQYHVWRUV�LQ�WKH�
)XQG�EHDU�WKH�ULVN�WKDW�WKH�$GYLVHU¶V�LQH[SHULHQFH�PD\�OLPLW�LWV�H൵HFWLYHQHVV�

Portfolio Turnover Risk.�7KH�)XQG�PD\�VHOO�VHFXULWLHV�ZLWKRXW�UHJDUG�WR�WKH�OHQJWK�RI�WLPH�WKH\�KDYH�EHHQ�KHOG�WR�WDNH�DGYDQWDJH�
RI�QHZ�LQYHVWPHQW�RSSRUWXQLWLHV��ZKHQ�WKH�$GYLVHU�IHHOV�HLWKHU�WKH�VHFXULWLHV�QR�ORQJHU�PHHW�LWV�LQYHVWPHQW�FULWHULD�RU�WKH�SRWHQWLDO�
IRU�FDSLWDO�DSSUHFLDWLRQ�KDV�OHVVHQHG��RU�IRU�RWKHU�UHDVRQV��7KH�)XQG¶V�SRUWIROLR�WXUQRYHU�UDWH�PD\�YDU\�IURP�\HDU�WR�\HDU��$�KLJK�
SRUWIROLR�WXUQRYHU�UDWH�������RU�PRUH��LQFUHDVHV�WKH�)XQG¶V�WUDQVDFWLRQ�FRVWV��LQFOXGLQJ�EURNHUDJH�FRPPLVVLRQV�DQG�GHDOHU�FRVWV���
ZKLFK�ZRXOG�DGYHUVHO\�LPSDFW�WKH�)XQG¶V�SHUIRUPDQFH��+LJKHU�SRUWIROLR�WXUQRYHU�PD\�UHVXOW�LQ�WKH�UHDOL]DWLRQ�RI�PRUH�VKRUW�WHUP�
FDSLWDO�JDLQV�WKDQ�LI�WKH�)XQG�KDG�ORZHU�SRUWIROLR�WXUQRYHU��7KH�WXUQRYHU�UDWH�ZLOO�QRW�EH�D�OLPLWLQJ�IDFWRU��KRZHYHU��LI�WKH�$GYLVHU�
FRQVLGHUV�SRUWIROLR�FKDQJHV�DSSURSULDWH�

Limited Liquidity of Fund Shares Risk.�7KH�)XQG�LV�D�FORVHG�HQG�LQYHVWPHQW�FRPSDQ\�VWUXFWXUHG�DV�DQ�LQWHUYDO�IXQG�DQG�GHVLJQHG�
IRU�ORQJ�WHUP�LQYHVWRUV��8QOLNH�PDQ\�FORVHG�HQG�LQYHVWPHQW�FRPSDQLHV��WKH�)XQG¶V�VKDUHV�DUH�QRW�OLVWHG�RQ�DQ\�VHFXULWLHV�H[FKDQJH�
DQG�DUH�QRW�SXEOLFO\�WUDGHG��7KHUH�LV�FXUUHQWO\�QR�VHFRQGDU\�PDUNHW�IRU�WKH�VKDUHV�DQG�WKH�)XQG�H[SHFWV�WKDW�QR�VHFRQGDU\�PDUNHW�



 
��

ZLOO�GHYHORS��/LTXLGLW\�LV�SURYLGHG�WR�VKDUHKROGHUV�RQO\�WKURXJK�WKH�)XQG¶V�TXDUWHUO\�UHSXUFKDVH�R൵HUV�IRU�QR�OHVV�WKDQ����RI�WKH�
VKDUHV�RXWVWDQGLQJ�DW�1$9��7KHUH�LV�QR�JXDUDQWHH�WKDW�VKDUHKROGHUV�ZLOO�EH�DEOH�WR�VHOO�DOO�RI�WKH�VKDUHV�WKH\�GHVLUH�LQ�D�TXDUWHUO\�
UHSXUFKDVH�R൵HU�

Distribution Policy Risk. $OO�RU�D�SRUWLRQ�RI�D�GLVWULEXWLRQ�IURP�WKH�)XQG�PD\�FRQVLVW�RI�D�UHWXUQ�RI�FDSLWDO��DV�RSSRVHG�WR�UHSUHVHQWLQJ�
D�GLVWULEXWLRQ�RI�LQFRPH�JHQHUDWHG�E\�WKH�)XQG��$�UHWXUQ�RI�FDSLWDO�JHQHUDOO\�LV�D�UHWXUQ�RI�D�VKDUHKROGHU¶V�LQYHVWPHQW�UDWKHU�WKDQ�
D�UHWXUQ�RI�HDUQLQJV�RU�JDLQV�GHULYHG�IURP�WKH�)XQG¶V�LQYHVWPHQW�DFWLYLWLHV��6KDUHKROGHUV�VKRXOG�QRW�DVVXPH�WKDW�WKH�VRXUFH�RI�D�
GLVWULEXWLRQ�IURP�WKH�)XQG�LV�QHW�SUR¿W��6KDUHKROGHUV�VKRXOG�QRWH�WKDW�UHWXUQ�RI�FDSLWDO�ZLOO�UHGXFH�WKH�WD[�EDVLV�RI�WKHLU�VKDUHV�

4XDOL¿HG�'LYLGHQG�,QFRPH�5LVN��*LYHQ�WKH�)XQG¶V�LQYHVWPHQW�VWUDWHJLHV��LW�LV�QRW�DQWLFLSDWHG�WKDW�D�VLJQL¿FDQW�SRUWLRQ��LI�DQ\��RI�
WKH�)XQG¶V�LQFRPH�ZLOO�EH�HOLJLEOH�WR�EH�GHVLJQDWHG�DV�TXDOL¿HG�GLYLGHQG�LQFRPH�XQGHU�WKH�,QWHUQDO�5HYHQXH�&RGH��$V�D�UHVXOW��WKHUH�
FDQ�EH�QR�DVVXUDQFH�DV�WR�ZKDW�SRUWLRQ�RI�WKH�)XQG¶V�GLVWULEXWLRQV�ZLOO�EH�GHVLJQDWHG�DV�TXDOL¿HG�GLYLGHQG�LQFRPH�

Repurchase Policy Risk.�4XDUWHUO\�UHSXUFKDVHV�E\�WKH�)XQG�RI�LWV�VKDUHV�W\SLFDOO\�ZLOO�EH�IXQGHG�IURP�DYDLODEOH�FDVK�RU�VDOHV�RI�
SRUWIROLR�LQYHVWPHQWV��+RZHYHU��SD\PHQW�IRU�UHSXUFKDVHG�VKDUHV�PD\�UHTXLUH�WKH�)XQG�WR�OLTXLGDWH�SRUWIROLR�KROGLQJV�HDUOLHU�WKDQ�
WKH�$GYLVHU�RWKHUZLVH�ZRXOG�OLTXLGDWH�VXFK�KROGLQJV��SRWHQWLDOO\�UHVXOWLQJ�LQ�ORVVHV��DQG�PD\�LQFUHDVH�WKH�)XQG¶V�SRUWIROLR�WXUQRYHU��
7KH�$GYLVHU�PD\� WDNH�PHDVXUHV� WR�DWWHPSW� WR�DYRLG�RU�PLQLPL]H�VXFK�SRWHQWLDO� ORVVHV�DQG� WXUQRYHU�� DQG� LQVWHDG�RI� OLTXLGDWLQJ�
SRUWIROLR�KROGLQJV��PD\�ERUURZ�PRQH\�RU�XVH�SURFHHGV�IURP�WKH�LVVXDQFH�RI�VKDUHV�RI�SUHIHUUHG�VWRFN�WR�¿QDQFH�UHSXUFKDVHV�RI�
VKDUHV��,I�WKH�)XQG�ERUURZV�WR�¿QDQFH�UHSXUFKDVHV��LQWHUHVW�RQ�DQ\�VXFK�ERUURZLQJ�ZLOO�QHJDWLYHO\�D൵HFW�VKDUHKROGHUV�ZKR�GR�QRW�
WHQGHU�WKHLU�VKDUHV�LQ�D�UHSXUFKDVH�R൵HU�E\�LQFUHDVLQJ�WKH�)XQG¶V�H[SHQVHV�DQG�UHGXFLQJ�DQ\�QHW�LQYHVWPHQW�LQFRPH��7R�WKH�H[WHQW�
WKH�)XQG�¿QDQFHV�UHSXUFKDVH�SURFHHGV�E\�VHOOLQJ�LQYHVWPHQWV��WKH�)XQG�PD\�KROG�D�ODUJHU�SURSRUWLRQ�RI�LWV�QHW�DVVHWV�LQ�OHVV�OLTXLG�
VHFXULWLHV��$OVR��WKH�VDOH�RI�LQYHVWPHQWV�WR�IXQG�UHSXUFKDVHV�FRXOG�UHGXFH�WKH�PDUNHW�SULFH�RI�WKRVH�VHFXULWLHV��ZKLFK�LQ�WXUQ�ZRXOG�
UHGXFH�WKH�)XQG¶V�1$9�

5HSXUFKDVH�RI�VKDUHV�ZLOO�WHQG�WR�UHGXFH�WKH�DPRXQW�RI�RXWVWDQGLQJ�VKDUHV�DQG��GHSHQGLQJ�XSRQ�WKH�)XQG¶V�LQYHVWPHQW�SHUIRUPDQFH��
LWV�QHW�DVVHWV��$�UHGXFWLRQ�LQ�WKH�)XQG¶V�QHW�DVVHWV�PD\�LQFUHDVH�WKH�)XQG¶V�H[SHQVH�UDWLR��WR�WKH�H[WHQW�WKDW�DGGLWLRQDO�VKDUHV�DUH�QRW�
VROG��,Q�DGGLWLRQ��WKH�UHSXUFKDVH�E\�WKH�)XQG�RI�D�VKDUHKROGHU¶V�VKDUHV�PD\�EH�D�WD[DEOH�HYHQW�WR�VXFK�VKDUHKROGHU�

Cybersecurity Risk��7KH�)XQG�DQG�LWV�VHUYLFH�SURYLGHUV�PD\�EH�SURQH�WR�RSHUDWLRQDO�DQG�LQIRUPDWLRQ�VHFXULW\�ULVNV�UHVXOWLQJ�IURP�
EUHDFKHV�LQ�F\EHU�VHFXULW\��$�EUHDFK�LQ�F\EHU�VHFXULW\�UHIHUV�WR�ERWK�LQWHQWLRQDO�DQG�XQLQWHQWLRQDO�HYHQWV�WKDW�PD\�FDXVH�WKH�)XQG�WR�
ORVH�SURSULHWDU\�LQIRUPDWLRQ��VX൵HU�GDWD�FRUUXSWLRQ��RU�ORVH�RSHUDWLRQDO�FDSDFLW\��%UHDFKHV�LQ�F\EHU�VHFXULW\�LQFOXGH��DPRQJ�RWKHU�
EHKDYLRUV��VWHDOLQJ�RU�FRUUXSWLQJ�GDWD�PDLQWDLQHG�RQOLQH�RU�GLJLWDOO\��GHQLDO�RI�VHUYLFH�DWWDFNV�RQ�ZHEVLWHV��WKH�XQDXWKRUL]HG�UHOHDVH�
RI�FRQ¿GHQWLDO�LQIRUPDWLRQ�RU�YDULRXV�RWKHU�IRUPV�RI�F\EHU�DWWDFNV��&\EHU�VHFXULW\�EUHDFKHV�D൵HFWLQJ�WKH�)XQG��WKH�$GYLVHU��WKH�
&XVWRGLDQ��WKH�7UDQVIHU�$JHQW��LQWHUPHGLDULHV�DQG�RWKHU�WKLUG�SDUW\�VHUYLFH�SURYLGHUV�PD\�DGYHUVHO\�LPSDFW�WKH�)XQG��)RU�LQVWDQFH��
F\EHU�VHFXULW\�EUHDFKHV�PD\�LQWHUIHUH�ZLWK� WKH�SURFHVVLQJ�RI�VKDUHKROGHU� WUDQVDFWLRQV�� LPSDFW� WKH�)XQG¶V�DELOLW\� WR�FDOFXODWH� LWV�
1$9V��FDXVH�WKH�UHOHDVH�RI�SULYDWH�VKDUHKROGHU�LQIRUPDWLRQ�RU�FRQ¿GHQWLDO�EXVLQHVV�LQIRUPDWLRQ��LPSHGH�WUDGLQJ��VXEMHFW�WKH�)XQG�
WR�UHJXODWRU\�¿QHV�RU�¿QDQFLDO�ORVVHV�DQG�RU�FDXVH�UHSXWDWLRQDO�GDPDJH��7KH�)XQG�PD\�DOVR�LQFXU�DGGLWLRQDO�FRVWV�IRU�F\EHUVHFXULW\�
ULVN�PDQDJHPHQW�SXUSRVHV��6LPLODU�W\SHV�RI�F\EHU�VHFXULW\�ULVNV�DUH�DOVR�SUHVHQW�IRU�LVVXHUV�RI�VHFXULWLHV�LQ�ZKLFK�WKH�)XQG�PD\�
LQYHVW��ZKLFK�FRXOG�UHVXOW�LQ�PDWHULDO�DGYHUVH�FRQVHTXHQFHV�IRU�VXFK�LVVXHUV�DQG�PD\�FDXVH�WKH�)XQG¶V�LQYHVWPHQW�LQ�VXFK�FRPSDQLHV�
WR�ORVH�YDOXH�

Unsecured Credit Investments Risk��7KH�)XQG�PD\� LQYHVW� LQ�&UHGLW� ,QYHVWPHQWV� WKDW� DUH� XQVHFXUHG��8QVHFXUHG� ORDQV�RU� GHEW�
JHQHUDOO\�DUH�VXEMHFW�WR�VLPLODU�ULVNV�DV�WKRVH�DVVRFLDWHG�ZLWK�LQYHVWPHQWV�LQ�VHQLRU�ORDQV��,Q�DGGLWLRQ��EHFDXVH�XQVHFXUHG�ORDQV�RU�
GHEW�PD\�EH�VXERUGLQDWHG�LQ�SD\PHQW�DQG�RU�ORZHU�LQ�OLHQ�SULRULW\�WR�VHQLRU�ORDQV��WKH\�DUH�VXEMHFW�WR�DGGLWLRQDO�ULVN�WKDW�WKH�FDVK�
ÀRZ�RI�WKH�ERUURZHU�PD\�EH�LQVX൶FLHQW�WR�PHHW�VFKHGXOHG�SD\PHQWV��8QVHFXUHG�VXERUGLQDWHG�ORDQV�RU�GHEW�PD\�KDYH�JUHDWHU�SULFH�
YRODWLOLW\�WKDQ�VHQLRU�ORDQV�DQG�PD\�EH�OHVV�OLTXLG��7KHUH�LV�DOVR�D�SRVVLELOLW\�WKDW�RULJLQDWRUV�ZLOO�QRW�EH�DEOH�WR�VHOO�SDUWLFLSDWLRQV�LQ�
VXERUGLQDWHG�XQVHFXUHG�ORDQV�RU�GHEW�ZKLFK�ZRXOG�FUHDWH�JUHDWHU�FUHGLW�ULVN�H[SRVXUH��8QVHFXUHG�ORDQV�RU�GHEW�RI�EHORZ�LQYHVWPHQW�
JUDGH�TXDOLW\�VKDUH�ULVNV�VLPLODU�WR�WKRVH�DVVRFLDWHG�ZLWK�LQYHVWPHQWV�LQ�RWKHU�EHORZ�LQYHVWPHQW�JUDGH�VHFXULWLHV�DQG�REOLJDWLRQV�

“Covenant-Lite” Obligations Risk. 7KH�)XQG�PD\�LQYHVW�LQ��RU�REWDLQ�H[SRVXUH�WR��GHEW�VHFXULWLHV�WKDW�PD\�EH�³FRYHQDQW�OLWH�´�
ZKLFK�PHDQV�VXFK�REOLJDWLRQV�ODFN��RU�SRVVHVV�IHZHU��¿QDQFLDO�FRYHQDQWV�WKDW�SURWHFW� OHQGHUV��&RYHQDQW�OLWH�DJUHHPHQWV�IHDWXUH�
LQFXUUHQFH�FRYHQDQWV�� DV�RSSRVHG� WR� WKH�PRUH� UHVWULFWLYH�PDLQWHQDQFH�FRYHQDQWV��8QGHU�D�PDLQWHQDQFH�FRYHQDQW�� WKH�ERUURZHU�
ZRXOG�QHHG� WR�PHHW� UHJXODU�� VSHFL¿F�¿QDQFLDO� WHVWV��ZKLOH�XQGHU�DQ� LQFXUUHQFH�FRYHQDQW�� WKH�ERUURZHU�RQO\�ZRXOG�EH� UHTXLUHG�
WR�FRPSO\�ZLWK�WKH�¿QDQFLDO�WHVWV�DW�WKH�WLPH�LW�WDNHV�FHUWDLQ�DFWLRQV��H�J���LVVXLQJ�DGGLWLRQDO�GHEW��SD\LQJ�D�GLYLGHQG��PDNLQJ�DQ�
DFTXLVLWLRQ���$�FRYHQDQW�OLWH�REOLJDWLRQ�FRQWDLQV�IHZHU�PDLQWHQDQFH�FRYHQDQWV�WKDQ�RWKHU�REOLJDWLRQV��RU�QR�PDLQWHQDQFH�FRYHQDQWV��
DQG�PD\�QRW�LQFOXGH�WHUPV�WKDW�DOORZ�WKH�OHQGHU�WR�PRQLWRU�WKH�SHUIRUPDQFH�RI�WKH�ERUURZHU�DQG�GHFODUH�D�GHIDXOW�LI�FHUWDLQ�FULWHULD�
DUH�EUHDFKHG�

Accounts Receivable Risk.�7KH�)XQG�PD\� LQYHVW� LQ�&UHGLW� ,QYHVWPHQWV�VHFXUHG�E\� UHFHLYDEOHV�� VXFK�DV�FUHGLW�FDUG� UHFHLYDEOHV�
DQG�DXWRPRELOH� UHFHLYDEOHV��&UHGLW�FDUG� UHFHLYDEOHV�DUH�JHQHUDOO\�XQVHFXUHG��DQG� WKH�GHEWRUV�DUH�HQWLWOHG� WR� WKH�SURWHFWLRQ�RI�D�
QXPEHU�RI�VWDWH�DQG�IHGHUDO�FRQVXPHU�FUHGLW�ODZV��PDQ\�RI�ZKLFK�JLYH�GHEWRUV�WKH�ULJKW�WR�VHW�R൵�FHUWDLQ�DPRXQWV�RZHG�RQ�WKH�
FUHGLW�FDUGV��WKHUHE\�UHGXFLQJ�WKH�EDODQFH�GXH��,I�WKH�HFRQRP\�RI�WKH�8QLWHG�6WDWHV�GHWHULRUDWHV��GHIDXOWV�RQ�VHFXULWLHV�EDFNHG�E\�



  
��

FUHGLW�FDUG��DXWRPRELOH�DQG�RWKHU�UHFHLYDEOHV�PD\�LQFUHDVH��,Q�DGGLWLRQ��WKHVH�VHFXULWLHV�PD\�SURYLGH�WKH�)XQG�ZLWK�D�OHVV�H൵HFWLYH�
VHFXULW\�LQWHUHVW�LQ�WKH�UHODWHG�FROODWHUDO�WKDQ�GR�PRUWJDJH�UHODWHG�VHFXULWLHV��7KHUHIRUH��WKHUH�LV�WKH�SRVVLELOLW\�WKDW�UHFRYHULHV�RQ�WKH�
XQGHUO\LQJ�FROODWHUDO�PD\�QRW��LQ�VRPH�FDVHV��EH�DYDLODEOH�WR�VXSSRUW�SD\PHQWV�RQ�WKHVH�VHFXULWLHV�

0RVW�LVVXHUV�RI�DXWRPRELOH�UHFHLYDEOHV�SHUPLW�WKH�VHUYLFHUV�WR�UHWDLQ�SRVVHVVLRQ�RI�WKH�XQGHUO\LQJ�REOLJDWLRQV��,I�WKH�VHUYLFHU�ZHUH�
WR�VHOO�WKHVH�REOLJDWLRQV�WR�DQRWKHU�SDUW\��WKHUH�LV�D�ULVN�WKDW�WKH�SXUFKDVHU�ZRXOG�DFTXLUH�DQ�LQWHUHVW�VXSHULRU�WR�WKDW�RI�WKH�KROGHUV�RI�
WKH�UHODWHG�DXWRPRELOH�UHFHLYDEOHV��,Q�DGGLWLRQ��EHFDXVH�RI�WKH�ODUJH�QXPEHU�RI�YHKLFOHV�LQYROYHG�LQ�D�W\SLFDO�LVVXDQFH�DQG�WHFKQLFDO�
UHTXLUHPHQWV�XQGHU�VWDWH�ODZV��WKH�WUXVWHH�IRU�WKH�KROGHUV�RI�WKH�DXWRPRELOH�UHFHLYDEOHV�PD\�QRW�KDYH�DQ�H൵HFWLYH�VHFXULW\�LQWHUHVW�
LQ�DOO�RI�WKH�REOLJDWLRQV�EDFNLQJ�VXFK�UHFHLYDEOHV��,Q�UHFHQW�\HDUV��FHUWDLQ�DXWRPRELOH�PDQXIDFWXUHUV�KDYH�EHHQ�JUDQWHG�DFFHVV�WR�
HPHUJHQF\�ORDQV�IURP�WKH�8�6��*RYHUQPHQW�DQG�KDYH�H[SHULHQFHG�EDQNUXSWF\��$V�D�UHVXOW�RI�WKHVH�HYHQWV��WKH�YDOXH�RI�VHFXULWLHV�
EDFNHG�E\�UHFHLYDEOHV�IURP�WKH�VDOH�RU�OHDVH�RI�DXWRPRELOHV�PD\�EH�DGYHUVHO\�D൵HFWHG�

Investments in Middle Market Companies Risk��,QYHVWPHQWV�LQ�SULYDWH�PLGGOH�PDUNHW�FRPSDQLHV�LQYROYHV�D�QXPEHU�RI�VLJQL¿FDQW�
ULVNV��:KLOH�PLGGOH�PDUNHW�FRPSDQLHV�PD\�KDYH�SRWHQWLDO�IRU�JURZWK��WKH\�RIWHQ�LQYROYH�KLJKHU�ULVNV�WKDQ�ODUJHU�RU�SXEOLF�FRPSDQLHV��
0LGGOH�PDUNHW�FRPSDQLHV�KDYH�PRUH�OLPLWHG�¿QDQFLDO�UHVRXUFHV�WKDQ�ODUJHU�RU�SXEOLF�FRPSDQLHV�DQG�PD\�EH�XQDEOH�WR�PHHW�WKHLU�
REOLJDWLRQV�XQGHU� WKHLU�GHEW�REOLJDWLRQV� WKDW� WKH�)XQG�KROGV��ZKLFK�PD\�EH�DFFRPSDQLHG�E\�D�GHWHULRUDWLRQ�LQ� WKH�YDOXH�RI�DQ\�
FROODWHUDO�DQG�D�UHGXFWLRQ�LQ�WKH�OLNHOLKRRG�RI�WKH�)XQG�UHDOL]LQJ�DQ\�JXDUDQWHHV�LW�PD\�KDYH�REWDLQHG��0LGGOH�PDUNHW�FRPSDQLHV�
DOVR�W\SLFDOO\�KDYH�VKRUWHU�RSHUDWLQJ�KLVWRULHV��QDUURZHU�SURGXFW�OLQHV�DQG�VPDOOHU�PDUNHW�VKDUHV�WKDQ�ODUJHU�EXVLQHVVHV��ZKLFK�WHQG�
WR�UHQGHU�WKHP�PRUH�YXOQHUDEOH�WR�FRPSHWLWRUV¶�DFWLRQV�DQG�PDUNHW�FRQGLWLRQV��DV�ZHOO�DV�JHQHUDO�HFRQRPLF�GRZQWXUQV��*HQHUDOO\��
OLWWOH�SXEOLF�LQIRUPDWLRQ�H[LVWV�DERXW�WKHVH�FRPSDQLHV��DQG�WKH�)XQG�ZLOO�UHO\�RQ�WKH�DELOLW\�RI�WKH�$GYLVHU¶V�LQYHVWPHQW�SURIHVVLRQDOV�
WR�REWDLQ�DGHTXDWH�LQIRUPDWLRQ�WR�HYDOXDWH�WKH�SRWHQWLDO�UHWXUQV�DQG�ULVNV�IURP�LQYHVWLQJ�LQ�WKHVH�FRPSDQLHV��,I�WKH�$GYLVHU�LV�XQDEOH�
WR�XQFRYHU�DOO�PDWHULDO�LQIRUPDWLRQ�DERXW�WKHVH�FRPSDQLHV��WKH�$GYLVHU�PD\�QRW�PDNH�D�IXOO\�LQIRUPHG�LQYHVWPHQW�GHFLVLRQ��DQG�WKH�
)XQG�PD\�ORVH�PRQH\��$GGLWLRQDOO\��PLGGOH�PDUNHW�FRPSDQLHV�DUH�PRUH�OLNHO\�WR�GHSHQG�RQ�WKH�PDQDJHPHQW�WDOHQWV�DQG�H൵RUWV�RI�
D�VPDOO�JURXS�RI�SHUVRQV��7KHUHIRUH��WKH�GHDWK��GLVDELOLW\��UHVLJQDWLRQ�RU�WHUPLQDWLRQ�RI�RQH�RU�PRUH�RI�WKHVH�SHUVRQV�FRXOG�KDYH�D�
PDWHULDO�DGYHUVH�LPSDFW�RQ�RQH�RU�PRUH�RI�WKH�SRUWIROLR�FRPSDQLHV�WKDW�WKH�)XQG�LQYHVWV�LQ�DQG��LQ�WXUQ��RQ�WKH�)XQG��0LGGOH�PDUNHW�
FRPSDQLHV�DOVR�PD\�EH�SDUWLHV�WR�OLWLJDWLRQ�DQG�PD\�EH�HQJDJHG�LQ�UDSLGO\�FKDQJLQJ�EXVLQHVVHV�ZLWK�SURGXFWV�VXEMHFW�WR�D�VXEVWDQWLDO�
ULVN�RI�REVROHVFHQFH�

Asset-Backed and Mortgage-Backed Security Risk. 3UHSD\PHQW� ULVN� LV� DVVRFLDWHG� ZLWK� PRUWJDJH�EDFNHG� DQG� DVVHW�EDFNHG�
VHFXULWLHV��,I�LQWHUHVW�UDWHV�IDOO��WKH�XQGHUO\LQJ�GHEW�PD\�EH�UHSDLG�DKHDG�RI�VFKHGXOH��UHGXFLQJ�WKH�YDOXH�RI�WKH�)XQG¶V�LQYHVWPHQWV��
,I�LQWHUHVW�UDWHV�ULVH��WKHUH�PD\�EH�IHZHU�SUHSD\PHQWV��ZKLFK�ZRXOG�FDXVH�WKH�DYHUDJH�ERQG�PDWXULW\�WR�ULVH��LQFUHDVLQJ�WKH�SRWHQWLDO�
IRU�WKH�)XQG�WR�ORVH�PRQH\��7KH�YDOXH�RI�WKHVH�VHFXULWLHV�PD\�EH�VLJQL¿FDQWO\�D൵HFWHG�E\�FKDQJHV�LQ�LQWHUHVW�UDWHV��WKH�PDUNHW¶V�
SHUFHSWLRQ�RI�LVVXHUV��DQG�WKH�FUHGLWZRUWKLQHVV�RI�WKH�SDUWLHV�LQYROYHG��7KH�DELOLW\�RI�WKH�)XQG�WR�VXFFHVVIXOO\�XWLOL]H�WKHVH�LQVWUXPHQWV�
PD\�GHSHQG�RQ�WKH�DELOLW\�RI�WKH�)XQG¶V�$GYLVHU�WR�IRUHFDVW�LQWHUHVW�UDWHV�DQG�RWKHU�HFRQRPLF�IDFWRUV�FRUUHFWO\��7KHVH�VHFXULWLHV�
PD\�KDYH�D�VWUXFWXUH� WKDW�PDNHV� WKHLU� UHDFWLRQ� WR� LQWHUHVW� UDWH�FKDQJHV�DQG�RWKHU�IDFWRUV�GL൶FXOW� WR�SUHGLFW��PDNLQJ� WKHLU�YDOXH�
KLJKO\�YRODWLOH��&HUWDLQ�PRUWJDJH�EDFNHG�VHFXULWLHV�PD\�EH�VHFXUHG�E\�SRROV�RI�PRUWJDJHV�RQ�VLQJOH�IDPLO\�SURSHUWLHV��PXOWL�IDPLO\�
SURSHUWLHV��DQG�RU�FRPPHUFLDO�SURSHUWLHV��6LPLODUO\��DVVHW�EDFNHG�VHFXULWLHV�PD\�EH�VHFXUHG�E\�SRROV�RI�ORDQV��VXFK�DV�VWXGHQW�ORDQV��
DXWRPRELOH�ORDQV�DQG�FUHGLW�FDUG�UHFHLYDEOHV��7KH�FUHGLW�ULVN�RQ�VXFK�VHFXULWLHV�LV�D൵HFWHG�E\�KRPHRZQHUV�RU�ERUURZHUV�GHIDXOWLQJ�
RQ�WKHLU�ORDQV��7KH�YDOXHV�RI�DVVHWV�XQGHUO\LQJ�PRUWJDJH�EDFNHG�DQG�DVVHW�EDFNHG�VHFXULWLHV�PD\�GHFOLQH�DQG��WKHUHIRUH��PD\�QRW�
EH�DGHTXDWH�WR�FRYHU�XQGHUO\LQJ�LQYHVWRUV��0RUWJDJH�EDFNHG�VHFXULWLHV�DQG�RWKHU�VHFXULWLHV�LVVXHG�E\�SDUWLFLSDQWV�LQ�KRXVLQJ�DQG�
FRPPHUFLDO�UHDO�HVWDWH�¿QDQFH��DV�ZHOO�DV�RWKHU�UHDO�HVWDWH�UHODWHG�PDUNHWV�H[SHULHQFHG�H[WUDRUGLQDU\�ZHDNQHVV�DQG�YRODWLOLW\�LQ�WKH�
DIWHUPDWK�RI�WKH�����������¿QDQFLDO�FULVLV��3RVVLEOH�OHJLVODWLRQ�LQ�WKH�DUHD�RI�UHVLGHQWLDO�PRUWJDJHV��FUHGLW�FDUGV�DQG�RWKHU�ORDQV�WKDW�
PD\�FROODWHUDOL]H�WKH�VHFXULWLHV�LQ�ZKLFK�WKH�)XQG�PD\�LQYHVW�FRXOG�QHJDWLYHO\�LPSDFW�WKH�YDOXH�RI�WKH�)XQG¶V�LQYHVWPHQWV��7R�WKH�
H[WHQW�WKH�)XQG�IRFXVHV�LWV�LQYHVWPHQWV�LQ�SDUWLFXODU�W\SHV�RI�PRUWJDJH�EDFNHG�RU�DVVHW�EDFNHG�VHFXULWLHV��WKH�)XQG�PD\�EH�PRUH�
VXVFHSWLEOH�WR�ULVN�IDFWRUV�D൵HFWLQJ�VXFK�W\SHV�RI�VHFXULWLHV��&HUWDLQ�$%6�DQG�0%6�WKDW�WKH�)XQG�DFTXLUHV�DUH�VXERUGLQDWHG�LQ�FDVK�
ÀRZ�SULRULW\�WR�RWKHU�PRUH�³VHQLRU´�VHFXULWLHV�RI�WKH�VDPH�VHFXULWL]DWLRQ��7KH�H[SRVXUH�WR�GHIDXOWV�RQ�WKH�XQGHUO\LQJ�PRUWJDJHV�LV�
VHYHUHO\�PDJQL¿HG�LQ�VXERUGLQDWHG�VHFXULWLHV��&HUWDLQ�VXERUGLQDWHG�VHFXULWLHV��³¿UVW�ORVV�VHFXULWLHV´��DEVRUE�DOO�ORVVHV�IURP�GHIDXOW�
EHIRUH�DQ\�RWKHU�FODVV�RI�VHFXULWLHV�LV�DW�ULVN��6XFK�VHFXULWLHV�WKHUHIRUH�DUH�FRQVLGHUHG�WR�EH�KLJKO\�VSHFXODWLYH�LQYHVWPHQWV�

Derivatives Risk��7KH�XVH�RI�GHULYDWLYH�LQVWUXPHQWV�PD\�H[SRVH�WKH�)XQG�WR�DGGLWLRQDO�ULVNV�WKDW�LW�ZRXOG�QRW�EH�VXEMHFW�WR�LI�LW�
LQYHVWHG�GLUHFWO\�LQ�WKH�VHFXULWLHV�RU�RWKHU�LQVWUXPHQWV�XQGHUO\LQJ�WKRVH�GHULYDWLYHV��LQFOXGLQJ�WKH�KLJK�GHJUHH�RI�OHYHUDJH�RIWHQ�
HPEHGGHG�LQ�VXFK�LQVWUXPHQWV��DQG�SRWHQWLDO�PDWHULDO�DQG�SURORQJHG�GHYLDWLRQV�EHWZHHQ�WKH�WKHRUHWLFDO�YDOXH�DQG�UHDOL]DEOH�YDOXH�
RI�D�GHULYDWLYH��:KHQ�XVHG�DV�KHGJLQJ�LQVWUXPHQWV��GHULYDWLYHV�VXEMHFW�WKH�)XQG�WR�WKH�ULVN�WKDW�WKHUH�ZLOO�EH�DQ�LPSHUIHFW�FRUUHODWLRQ�
EHWZHHQ� WKH� YDOXH� RI� WKH� GHULYDWLYH� DQG� WKH� SRVLWLRQV� RI� WKH� )XQG� EHLQJ� KHGJHG� E\� WKH� GHULYDWLYH�� 6RPH� GHULYDWLYHV� KDYH� WKH�
SRWHQWLDO�IRU�XQOLPLWHG�ORVV��UHJDUGOHVV�RI�WKH�VL]H�RI�WKH�)XQG¶V�LQLWLDO�LQYHVWPHQW��'HULYDWLYHV�PD\�EH�LOOLTXLG�DQG�PD\�EH�PRUH�
YRODWLOH�WKDQ�RWKHU�W\SHV�RI�LQYHVWPHQWV��7KH�)XQG�PD\�EX\�RU�VHOO�GHULYDWLYHV�QRW�WUDGHG�RQ�DQ�H[FKDQJH�DQG�ZKLFK�PD\�EH�VXEMHFW�
WR�KHLJKWHQHG�OLTXLGLW\�DQG�YDOXDWLRQ�ULVN��7KHUH�PD\�QRW�EH�D�OLTXLG�VHFRQGDU\�PDUNHW�IRU�WKH�GHULYDWLYH�LQVWUXPHQWV�WUDGHG�E\�WKH�
)XQG��'HULYDWLYH�LQYHVWPHQWV�FDQ�LQFUHDVH�SRUWIROLR�WXUQRYHU�DQG�WUDQVDFWLRQ�FRVWV��'HULYDWLYHV�DOVR�DUH�VXEMHFW�WR�FRXQWHUSDUW\�ULVN��



 
��

$V�D�UHVXOW��WKH�)XQG�PD\�REWDLQ�QR�UHFRYHU\�RI�LWV�LQYHVWPHQW�RU�PD\�RQO\�REWDLQ�D�OLPLWHG�UHFRYHU\��DQG�DQ\�UHFRYHU\�PD\�EH�
GHOD\HG��1RW�DOO�GHULYDWLYH�WUDQVDFWLRQV�UHTXLUH�D�FRXQWHUSDUW\�WR�SRVW�FROODWHUDO��ZKLFK�PD\�H[SRVH�WKH�)XQG�WR�JUHDWHU�ORVVHV�LQ�WKH�
HYHQW�RI�D�GHIDXOW�E\�D�FRXQWHUSDUW\��7KH�)XQG¶V�XVH�RI�GHULYDWLYHV�LV�DOVR�VXEMHFW�WR�WKH�IROORZLQJ�DGGLWLRQDO�ULVNV�

• Counterparty Risk��7KH�)XQG¶V�LQYHVWPHQWV�PD\�EH�H[SRVHG�WR�WKH�FUHGLW�ULVN�RI�WKH�FRXQWHUSDUWLHV�ZLWK�ZKLFK��RU�WKH�
GHDOHUV��FXVWRGLDQV��VHUYLFHUV��VSHFLDO�SXUSRVH�YHKLFOHV��³639V´���EURNHUV�DQG�H[FKDQJHV�WKURXJK�ZKLFK��WKH�)XQG�GHDOV��
ZKHWKHU�LQ�H[FKDQJH�WUDGHG�RU�27&�WUDQVDFWLRQV��7KH�)XQG�PD\�EH�VXEMHFW�WR�WKH�ULVN�RI�ORVV�RI�)XQG�DVVHWV�RQ�GHSRVLW�
RU�EHLQJ�VHWWOHG�RU�FOHDUHG�ZLWK�D�EURNHU�LQ�WKH�HYHQW�RI�WKH�EURNHU¶V�EDQNUXSWF\��WKH�EDQNUXSWF\�RI�DQ\�FOHDULQJ�EURNHU�
WKURXJK�ZKLFK�WKH�EURNHU�H[HFXWHV�DQG�FOHDUV�WUDQVDFWLRQV�RQ�EHKDOI�RI�WKH�)XQG��WKH�EDQNUXSWF\�RI�DQ�H[FKDQJH�FOHDULQJ�
KRXVH�RU�WKH�EDQNUXSWF\�RI�DQ\�RWKHU�FRXQWHUSDUW\��7R�WKH�H[WHQW�WKDW�WKH�)XQG�KDV�SRVWHG�PDUJLQ�RU�KDV�RWKHU�DPRXQWV�KHOG�
E\�D�FRXQWHUSDUW\�WKDW�EHFRPHV�LQVROYHQW��WKH�)XQG�PD\�EH�GHHPHG�WR�EH�DQ�XQVHFXUHG�FUHGLWRU�RI�WKH�FRXQWHUSDUW\�DQG�
ZRXOG�QHHG�WR�SXUVXH�LWV�FODLP�LQ�EDQNUXSWF\�RU�OLTXLGDWLRQ�SURFHHGLQJV��$PRXQWV�IRU�DQ\�VXFK�FODLPV�PD\�EH�OHVV�WKDQ�WKH�
DPRXQWV�RZHG�WR�WKH�)XQG��6XFK�HYHQWV�ZRXOG�KDYH�DQ�DGYHUVH�H൵HFW�RQ�WKH�)XQG¶V�1$9�

• Swap Agreements��$�VZDS�LV�DQ�DJUHHPHQW�EHWZHHQ�WZR�SDUWLHV�WR�H[FKDQJH�D�VHTXHQFH�RI�FDVK�ÀRZV��RU�RWKHU�DVVHWV��IRU�D�
VHW�SHULRG�RI�WLPH��6ZDSV�FDQ�LQYROYH�JUHDWHU�ULVNV�WKDQ�D�GLUHFW�LQYHVWPHQW�LQ�DQ�XQGHUO\LQJ�DVVHW�EHFDXVH�VZDSV�W\SLFDOO\�
LQFOXGH�D�FHUWDLQ�DPRXQW�RI�HPEHGGHG�OHYHUDJH�DQG��DV�VXFK��DUH�VXEMHFW�WR�OHYHUDJLQJ�ULVN��,I�VZDSV�DUH�XVHG�DV�D�KHGJLQJ�
VWUDWHJ\��WKH�)XQG�LV�VXEMHFW�WR�WKH�ULVN�WKDW�WKH�KHGJLQJ�VWUDWHJ\�PD\�QRW�HOLPLQDWH�WKH�ULVN�WKDW�LW�LV�LQWHQGHG�WR�R൵VHW��
GXH� WR�� DPRQJ�RWKHU� UHDVRQV�� WKH�RFFXUUHQFH�RI�XQH[SHFWHG�SULFH�PRYHPHQWV�RU� WKH�QRQ�RFFXUUHQFH�RI� H[SHFWHG�SULFH�
PRYHPHQWV��6ZDSV�DOVR�PD\�EH�GL൶FXOW�WR�YDOXH��7RWDO�UHWXUQ�VZDSV�DQG�FUHGLW�GHIDXOW�VZDSV�DUH�VXEMHFW�WR�FRXQWHUSDUW\�
ULVN��FUHGLW�ULVN�DQG�OLTXLGLW\�ULVN��,Q�DGGLWLRQ��WRWDO�UHWXUQ�VZDSV�DUH�VXEMHFW�WR�PDUNHW�ULVN�DQG�FUHGLW�GHIDXOW�VZDSV�DUH�
VXEMHFW� WR� WKH�ULVNV�DVVRFLDWHG�ZLWK�WKH�SXUFKDVH�DQG�VDOH�RI�FUHGLW�SURWHFWLRQ��:LWK�UHVSHFW� WR�D�FUHGLW�GHIDXOW�VZDS�� LI�
WKH�)XQG�LV�VHOOLQJ�FUHGLW�SURWHFWLRQ��WKHUH�LV�D�ULVN�WKDW�D�FUHGLW�HYHQW�ZLOO�RFFXU�DQG�WKDW�WKH�)XQG�ZLOO�KDYH�WR�SD\�WKH�
FRXQWHUSDUW\��,Q�DGGLWLRQ�WR�WKH�FUHGLW�ULVN�RI�WKH�LVVXHU��SD\PHQWV�RQ�WKH�FUHGLW�OLQNHG�QRWHV�PD\�EH�VXEMHFW�WR�WKH�FUHGLW�
ULVN�RI�WKH�UHIHUHQFHG�HQWLW\��&UHGLW�HYHQWV�PD\�RFFXU�HYHQ�LI�WKH�LVVXHU�GRHV�QRW�VX൵HU�DQ\�ORVV��)XUWKHUPRUH��FUHGLW�HYHQWV�
PD\�OHDG�WR�WKH�GHWHUPLQDWLRQ�RI�D�VXFFHVVRU�DOWHULQJ�WKH�ULVN�H[SRVXUH��7KH�UHIHUHQFH�HQWLW\�PD\�FKDQJH�DV�D�UHVXOW�RI�WKH�
GHWHUPLQDWLRQ�RI�D�VXFFHVVRU�UHIHUHQFH�RU�VRYHUHLJQ�VXFFHVVLRQ�HYHQWV��,QYHVWRUV�ZLOO�QRW�KDYH�D�FODLP�DJDLQVW�WKH�UHIHUHQFH�
HQWLW\�RU�LQ�UHVSHFW�RI�DQ\�UHIHUHQFH�REOLJDWLRQV��$GGLWLRQDOO\��WKH�)XQG�LV�H[SRVHG�WR�PDQ\�RI�WKH�VDPH�ULVNV�RI�OHYHUDJH�
GHVFULEHG�KHUHLQ�VLQFH�LI�DQ�HYHQW�RI�GHIDXOW�RFFXUV��WKH�VHOOHU�PXVW�SD\�WKH�EX\HU�WKH�IXOO�QRWLRQDO�YDOXH�RI�WKH�UHIHUHQFH�
REOLJDWLRQ��6HH�³5LVN�&RQVLGHUDWLRQV²/HYHUDJH�5LVN�´�7KHUH�LV�DOVR�WKH�ULVN�WKDW�WKH�WUDQVDFWLRQ�PD\�EH�FORVHG�RXW�DW�D�
WLPH�ZKHQ�WKH�FUHGLW�TXDOLW\�RI�WKH�XQGHUO\LQJ�LQYHVWPHQW�KDV�GHWHULRUDWHG��LQ�ZKLFK�FDVH�WKH�)XQG�PD\�QHHG�WR�PDNH�DQ�
HDUO\�WHUPLQDWLRQ�SD\PHQW��7KH�SURWHFWLRQ�EX\HU�LQ�D�FUHGLW�GHIDXOW�VZDS�PD\�EH�REOLJDWHG�WR�SD\�WKH�SURWHFWLRQ�VHOOHU�DQ�
XSIURQW�SD\PHQW�RU�D�SHULRGLF�VWUHDP�RI�SD\PHQWV�RYHU�WKH�WHUP�RI�WKH�FRQWUDFW�SURYLGHG�JHQHUDOO\�WKDW�QR�FUHGLW�HYHQW�RQ�
D�UHIHUHQFH�REOLJDWLRQ�KDV�RFFXUUHG��,I�WKH�)XQG�LV�EX\LQJ�FUHGLW�SURWHFWLRQ��WKHUH�LV�WKH�ULVN�WKDW�QR�FUHGLW�HYHQW�ZLOO�RFFXU�
DQG�WKH�)XQG�ZLOO�UHFHLYH�QR�EHQH¿W��RWKHU�WKDQ�DQ\�KHGJLQJ�EHQH¿W��IRU�WKH�SUHPLXP�SDLG��7KHUH�LV�DOVR�WKH�ULVN�WKDW�WKH�
WUDQVDFWLRQ�PD\�EH�FORVHG�RXW�DW�D�WLPH�ZKHQ�WKH�FUHGLW�TXDOLW\�RI�WKH�XQGHUO\LQJ�LQYHVWPHQW�KDV�LPSURYHG��LQ�ZKLFK�FDVH�
WKH�)XQG�PD\�QHHG�WR�PDNH�DQ�HDUO\�WHUPLQDWLRQ�SD\PHQW��,I�D�FUHGLW�HYHQW�ZHUH�WR�RFFXU��WKH�YDOXH�RI�DQ\�GHOLYHUDEOH�
REOLJDWLRQ� UHFHLYHG�E\� WKH� VHOOHU� �LI� DQ\��� FRXSOHG�ZLWK� WKH�XSIURQW�RU�SHULRGLF�SD\PHQWV�SUHYLRXVO\� UHFHLYHG��PD\�EH�
OHVV�WKDQ�WKH�IXOO�QRWLRQDO�YDOXH�LW�SD\V�WR�WKH�EX\HU��UHVXOWLQJ�LQ�D�ORVV�RI�YDOXH�WR�WKH�VHOOHU��7KHUH�LV�D�ULVN�WKDW�EDVHG�RQ�
PRYHPHQWV�RI�LQWHUHVW�UDWHV��WKH�SD\PHQWV�PDGH�XQGHU�D�VZDS�DJUHHPHQW�ZLOO�EH�JUHDWHU�WKDQ�WKH�SD\PHQWV�UHFHLYHG�

• Regulation as a Commodity Pool. 7KH� )XQG� KDV� ¿OHG� D� QRWLFH� RI� HOLJLELOLW\� IRU� H[FOXVLRQ� IURP� WKH� GH¿QLWLRQ� RI� WKH�
WHUP�³FRPPRGLW\�SRRO�RSHUDWRU´��³&32´��ZLWK�WKH�8�6��&RPPRGLW\�)XWXUHV�7UDGLQJ�&RPPLVVLRQ��WKH�³&)7&´��DQG�WKH�
1DWLRQDO�)XWXUHV�$VVRFLDWLRQ��³1)$´���ZKLFK�UHJXODWH�WUDGLQJ�LQ�WKH�IXWXUHV�PDUNHWV��3XUVXDQW�WR�&)7&�5HJXODWLRQ������
WKH�)XQG�LV�QRW�VXEMHFW�WR�UHJXODWLRQ�DV�D�FRPPRGLW\�SRRO�XQGHU�WKH�&RPPRGLW\�([FKDQJH�$FW��WKH�³&($´���$V�D�UHVXOW��WKH�
$GYLVHU�LV�QRW�D�&32�ZLWK�UHVSHFW�WR�WKH�)XQG��7KH�)XQG�UHVHUYHV�WKH�ULJKW�WR�HOHFW�WR�UHO\�RQ�RWKHU�DSSOLFDEOH�H[HPSWLRQV�
XQGHU�&($�UXOHV��ZKLFK�PD\�LQFUHDVH�WKH�)XQG¶V�UHJXODWRU\�FRPSOLDQFH�REOLJDWLRQV�DQG�H[SHQVHV��,Q�WKH�HYHQW�WKH�)XQG�
RU� WKH�$GYLVHU�IDLOV� WR�TXDOLI\�IRU� WKH�H[FOXVLRQ�DQG�LV�UHTXLUHG�WR�UHJLVWHU�DV�D�&32��WKH�)XQG�PD\�EHFRPH�VXEMHFW� WR�
DGGLWLRQDO�GLVFORVXUH��UHFRUGNHHSLQJ�DQG�UHSRUWLQJ�UHTXLUHPHQWV��ZKLFK�PD\�LQFUHDVH�WKH�)XQG¶V�UHJXODWRU\�FRPSOLDQFH�
REOLJDWLRQV�DQG�H[SHQVHV��

Equity Risk.�&RUSRUDWH�HTXLW\�VHFXULWLHV�DUH�VXVFHSWLEOH�WR�JHQHUDO�VWRFN�PDUNHW�ÀXFWXDWLRQV�DQG�WR�YRODWLOH�LQFUHDVHV�DQG�GHFUHDVHV�
LQ�YDOXH��7KH�HTXLW\�VHFXULWLHV�KHOG�E\�WKH�)XQG�PD\�H[SHULHQFH�VXGGHQ��XQSUHGLFWDEOH�GURSV�LQ�YDOXH�RU�ORQJ�SHULRGV�RI�GHFOLQH�
LQ�YDOXH��7KLV�PD\�RFFXU�EHFDXVH�RI�IDFWRUV�D൵HFWLQJ�VHFXULWLHV�PDUNHWV�JHQHUDOO\��WKH�HTXLW\�VHFXULWLHV�RI�D�SDUWLFXODU�VHFWRU��RU�D�
SDUWLFXODU�FRPSDQ\��,QYHVWPHQWV�KHOG�E\�WKH�)XQG�LQ�FRPSDQLHV�ZLWK�VPDOO�PDUNHW�FDSLWDOL]DWLRQV�DUH�VXEMHFW�WR�XQLTXH�ULVNV��7KH�
HDUQLQJV�DQG�SURVSHFWV�RI�VPDOO�VL]HG�FRPSDQLHV�DUH�PRUH�YRODWLOH�WKDQ�ODUJHU�FRPSDQLHV�DQG�PD\�H[SHULHQFH�KLJKHU�IDLOXUH�UDWHV�
WKDQ�ODUJHU�FRPSDQLHV��6PDOO�VL]HG�FRPSDQLHV�QRUPDOO\�KDYH�D�ORZHU�WUDGLQJ�YROXPH�WKDQ�ODUJHU�FRPSDQLHV��ZKLFK�PD\�WHQG�WR�
PDNH�WKHLU�PDUNHW�SULFH�IDOO�PRUH�GLVSURSRUWLRQDWHO\�WKDQ�ODUJHU�FRPSDQLHV�LQ�UHVSRQVH�WR�VHOOLQJ�SUHVVXUHV�DQG�PD\�KDYH�OLPLWHG�
PDUNHWV��SURGXFW�OLQHV��RU�¿QDQFLDO�UHVRXUFHV�DQG�ODFN�PDQDJHPHQW�H[SHULHQFH�



  
��

Subordinated and Lower-Rated Investments Risk.�$� VXEVWDQWLDO� SRUWLRQ� RI� WKH� GHEW� VHFXULWLHV� WKDW� WKH� )XQG� DFTXLUHV�PD\� EH�
GHHPHG�E\� UDWLQJ� DJHQFLHV� WR�KDYH� VXEVWDQWLDO� YXOQHUDELOLW\� WR�GHIDXOW� LQ�SD\PHQW�RI� LQWHUHVW� DQG�RU�SULQFLSDO��2WKHU� VHFXULWLHV�
RU�RWKHU�LQYHVWPHQWV�WKH�)XQG�DFTXLUHV�KDYH�WKH�ORZHVW�TXDOLW\�UDWLQJV�RU�DUH�XQUDWHG��0DQ\�VHFXULWLHV�WKDW�WKH�)XQG�DFTXLUHV�DUH�
VXERUGLQDWHG� LQ�FDVK�ÀRZ�SULRULW\� WR�RWKHU�PRUH�³VHQLRU´�VHFXULWLHV�RI� WKH�VDPH�VHFXULWL]DWLRQ��7KH�H[SRVXUH� WR�GHIDXOWV�RQ� WKH�
XQGHUO\LQJ�FROODWHUDO�LV�VHYHUHO\�PDJQL¿HG�LQ�VXERUGLQDWHG�VHFXULWLHV�RU�RWKHU�LQYHVWPHQWV��&HUWDLQ�VXERUGLQDWHG�VHFXULWLHV�RU�RWKHU�
LQYHVWPHQWV��³¿UVW�ORVV�LQYHVWPHQWV´��DEVRUE�DOO�ORVVHV�IURP�GHIDXOW�EHIRUH�DQ\�RWKHU�FODVV�RI�VHFXULWLHV�RU�RWKHU�LQYHVWPHQWV�LV�DW�
ULVN��6XFK�VHFXULWLHV�RU�RWKHU�LQYHVWPHQWV�WKHUHIRUH�DUH�FRQVLGHUHG�WR�EH�KLJKO\�VSHFXODWLYH�LQYHVWPHQWV��$OVR��WKH�ULVN�RI�GHFOLQLQJ�
FROODWHUDO�YDOXHV��LQ�SDUWLFXODU��LV�DPSOL¿HG�LQ�VXERUGLQDWHG�WUDQFKHV��DV�DUH�WKH�ULVNV�DVVRFLDWHG�ZLWK�SRVVLEOH�FKDQJHV�LQ�WKH�PDUNHW¶V�
SHUFHSWLRQ�RI�WKH�HQWLW\�LVVXLQJ�RU�JXDUDQWHHLQJ�WKHP��RU�E\�FKDQJHV�LQ�JRYHUQPHQW�UHJXODWLRQV�DQG�WD[�SROLFLHV��$FFRUGLQJO\��WKH�
VXERUGLQDWHG�DQG�ORZHU�UDWHG��RU�XQUDWHG��VHFXULWLHV�RU�RWKHU�LQYHVWPHQWV�LQ�ZKLFK�WKH�)XQG�LQYHVWV�PD\�H[SHULHQFH�VLJQL¿FDQW�SULFH�
DQG�SHUIRUPDQFH�YRODWLOLW\�UHODWLYH�WR�PRUH�VHQLRU�RU�KLJKHU�UDWHG�VHFXULWLHV�RU�RWKHU�LQYHVWPHQWV��DQG�WKH\�DUH�VXEMHFW�WR�JUHDWHU�
ULVN�RI�ORVV�WKDQ�PRUH�VHQLRU�RU�KLJKHU�UDWHG�VHFXULWLHV�RU�RWKHU�LQYHVWPHQWV�ZKLFK��LI�UHDOL]HG��FRXOG�PDWHULDOO\�DGYHUVHO\�D൵HFW�WKH�
)XQG¶V�¿QDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�

Digital Records-Related Risks. 7KH�ORDQV�LQ�ZKLFK�WKH�)XQG�PD\�LQYHVW��HLWKHU�GLUHFWO\�RU�LQGLUHFWO\�WKURXJK�D�SULYDWH�IXQG��PD\�
FRQVLVW�RI�ORDQV�WKDW�DUH�VHFXUHG�E\�DVVHWV�ZKRVH�RZQHUVKLS�LV�UHFRUGHG�GLJLWDOO\�RQ�D�GLVWULEXWHG�OHGJHU��7KH�XVH�RI�WHFKQRORJ\�WR�
GLJLWDOO\�UHFRUG�ORDQ�FROODWHUDO��VXFK�DV�D�GLVWULEXWHG�OHGJHU��SUHVHQWV�FHUWDLQ�ULVNV��ZKLFK�DUH�VXPPDUL]HG�EHORZ��7KH�WHFKQRORJ\�
XWLOL]HG�PD\�EH�QHZ�DQG�GHYHORSLQJ��,W�PD\�EH�VXEMHFW�WR�ULVNV�DVVRFLDWHG�ZLWK�FRQÀLFWLQJ�LQWHOOHFWXDO�SURSHUW\�FODLPV��&RPSHWLQJ�
SODWIRUPV�� QHWZRUNV� DQG� WHFKQRORJLHV�PD\EH� EH� GHYHORSHG� VXFK� WKDW� FRQVXPHUV� DQG�RU� LQYHVWRUV� XVH� DQ� DOWHUQDWLYH� V\VWHP� RU�
SURWRFRO��8VHUV�PD\�EH�VXEMHFW�WR�SRVVLEOH�F\EHUVHFXULW\�ULVN�DQG�ULVN�UHODWHG�WR�DGKHUHQFH�WR�FU\SWRJUDSK\�UHTXLUHPHQWV��VXFK�DV�
WKHIW��ORVV�RU�GHVWUXFWLRQ�RI�SDVVZRUGV�RU�SULYDWH�NH\V��7HFKQRORJ\�UHJXODWLRQV�DUH�FRQWLQXLQJ�WR�EH�GHYHORSHG�DQG�WKHUHIRUH�PD\�
EH�LQFRQVLVWHQW��DEVHQW�RU�GH¿FLHQW��VXFK�DV�WKRVH�SHUWDLQLQJ�WR�GLVWULEXWHG�OHGJHU�WHFKQRORJ\��$V�VXFK�WKH�)XQG�PD\�EH�VXEMHFW�WR�
YDULRXV�H[WHQVLYH�DQG�FRPSOH[�UHJXODWRU\�UHJLPHV��5HJXODWRU\�FKDQJHV�RU�DFWLRQV�PD\�UHVWULFW�WKH�XVH�RI�D�SDUWLFXODU�WHFKQRORJ\�RU�
SODWIRUP��7KH�WHFKQRORJ\�V\VWHPV�RQ�ZKLFK�WKHVH�DVVHWV�DUH�UHFRUGHG��VWRUHG��WUDQVIHUUHG��RU�WUDGHG�PD\�EH�GHSHQGHQW�RQ�LQWHUQHW�
LQIUDVWUXFWXUH�DQG�VXVFHSWLEOH�WR�V\VWHP�IDLOXUHV��VHFXULW\�ULVNV�DQG�UDSLG�WHFKQRORJLFDO�FKDQJH��&KDQJHV�LQ�WKH�QHWZRUN�SURWRFRO��
LQFOXGLQJ�VRIWZDUH�XSJUDGHV��RU�IRUNV�FRXOG�UHVXOW�LQ�WRWDO�ORVV�RI�DVVHW�YDOXH�RU�UHFRUG�RI�WLWOH�RZQHUVKLS��³)RUNV´�JHQHUDOO\�UHIHU�
WR�FKDQJHV�WR�WKH�ZD\�LQ�ZKLFK�D�GLVWULEXWHG�OHGJHU�LV�FRQVWUXFWHG��7KH�ODFN�RI�D�OLTXLG�PDUNHW�IRU�GLJLWDOO\�UHFRUGHG�DVVHWV�FRXOG�
GHFUHDVH�WKH�)XQG¶V�1$9�LQ�WKH�HYHQW�WKDW�LW�QHHGV�WR�OLTXLGDWH�FROODWHUDO�

CLO Risk. &/2V�DUH�VHFXULWLHV�EDFNHG�E\�DQ�XQGHUO\LQJ�SRUWIROLR�RI�ORDQ�REOLJDWLRQV��&/2V�LVVXH�FODVVHV�RU�³WUDQFKHV´�WKDW�YDU\�LQ�
ULVN�DQG�\LHOG�DQG�PD\�H[SHULHQFH�VXEVWDQWLDO�ORVVHV�GXH�WR�DFWXDO�GHIDXOWV��GHFUHDVH�RI�PDUNHW�YDOXH�GXH�WR�FROODWHUDO�GHIDXOWV�DQG�
UHPRYDO�RI�VXERUGLQDWH�WUDQFKHV��PDUNHW�DQWLFLSDWLRQ�RI�GHIDXOWV�DQG�LQYHVWRU�DYHUVLRQ�WR�&/2�VHFXULWLHV�DV�D�FODVV��,QYHVWPHQWV�LQ�
&/2�VHFXULWLHV�PD\�EH�ULVNLHU�DQG�OHVV�WUDQVSDUHQW�WKDQ�GLUHFW�LQYHVWPHQWV�LQ�WKH�XQGHUO\LQJ�ORDQV�DQG�GHEW�REOLJDWLRQV��7KH�ULVNV�
RI�LQYHVWLQJ�LQ�&/2V�GHSHQG�ODUJHO\�RQ�WKH�WUDQFKH�LQYHVWHG�LQ�DQG�WKH�W\SH�RI�WKH�XQGHUO\LQJ�ORDQV�LQ�WKH�WUDQFKH�RI�WKH�&/2�
LQ�ZKLFK�WKH�)XQG�LQYHVWV��7KH�WUDQFKHV�LQ�D�&/2�YDU\�VXEVWDQWLDOO\�LQ�WKHLU�ULVN�SUR¿OH��DQG�GHEW�WUDQFKHV�DUH�PRUH�VHQLRU�WKDQ�
HTXLW\�WUDQFKHV��7KH�VHQLRU�WUDQFKHV�DUH�UHODWLYHO\�VDIHU�EHFDXVH�WKH\�KDYH�¿UVW�SULRULW\�RQ�WKH�FROODWHUDO�LQ�WKH�HYHQW�RI�GHIDXOW��$V�
D�UHVXOW��WKH�VHQLRU�WUDQFKHV�RI�D�&/2�JHQHUDOO\�KDYH�D�KLJKHU�FUHGLW�UDWLQJ�DQG�R൵HU�ORZHU�FRXSRQ�UDWHV�WKDQ�WKH�MXQLRU�WUDQFKHV��
ZKLFK�R൵HU�KLJKHU�FRXSRQ�UDWHV�WR�FRPSHQVDWH�IRU�WKHLU�KLJKHU�GHIDXOW�ULVN��7KH�&/2V�LQ�ZKLFK�WKH�)XQG�PD\�LQYHVW�PD\�LQFXU��RU�
PD\�KDYH�DOUHDG\�LQFXUUHG��GHEW�WKDW�LV�VHQLRU�WR�WKH�)XQG¶V�LQYHVWPHQW��&/2V�DOVR�FDUU\�ULVNV�LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��LQWHUHVW�
UDWH�ULVN�DQG�FUHGLW�ULVN��,QYHVWPHQWV�LQ�&/2V�PD\�EH�VXEMHFW�WR�FHUWDLQ�WD[�SURYLVLRQV�WKDW�FRXOG�UHVXOW�LQ�WKH�)XQG�LQFXUULQJ�WD[�
RU�UHFRJQL]LQJ�LQFRPH�SULRU�WR�UHFHLYLQJ�FDVK�GLVWULEXWLRQV�UHODWHG�WR�VXFK�LQFRPH��&/2V�WKDW�IDLO�WR�FRPSO\�ZLWK�FHUWDLQ�8�6��WD[�
GLVFORVXUH�UHTXLUHPHQWV�PD\�EH�VXEMHFW�WR�ZLWKKROGLQJ�UHTXLUHPHQWV�WKDW�FRXOG�DGYHUVHO\�D൵HFW�FDVK�ÀRZV�DQG�LQYHVWPHQW�UHVXOWV��
$Q\�XQUHDOL]HG�ORVVHV�WKH�)XQG�H[SHULHQFHV�ZLWK�UHVSHFW�WR�LWV�&/2�LQYHVWPHQWV�PD\�EH�DQ�LQGLFDWLRQ�RI�IXWXUH�UHDOL]HG�ORVVHV��
(TXLW\�WUDQFKHV�DUH�XQUDWHG�DQG�HTXLW\�LQYHVWRUV�UHFHLYH�QR�SULQFLSDO�SD\PHQWV��LI�DQ\��XQWLO�DOO�GHEW�REOLJDWLRQV�DUH�SDLG�

CLN Risk.�$�&/1�LV�D�IRUP�RI�FROODWHUDOL]HG�FUHGLW�GHULYDWLYH��7KH�DVVHW�FODVV�LV�DOVR�UHIHUUHG�WR�DV�5HJXODWRU\�&DSLWDO�5HOLHI�DQG�
6LJQL¿FDQW�5LVN�7UDQVIHU��,W�LV�VWUXFWXUHG�DV�D�QRWH�LVVXHG�E\�D�EDQNUXSWF\�UHPRWH�LVVXHU��ZLWK�DQ�HPEHGGHG�FUHGLW�GHIDXOW�VZDS�
DOORZLQJ�WKH� LVVXHU� WR� WUDQVIHU�D�VSHFL¿F�FUHGLW�ULVN��VXFK�DV�GHIDXOW�RU�IDLOXUH� WR�SD\�� WR� LQYHVWRUV�� ,Q� WKH�FDVH�RI�D�GHIDXOW�RQ�D�
UHIHUHQFH�REOLJDWLRQ�ZLWKLQ�WKH�SRUWIROLR��WKH�LQYHVWRUV�UHFHLYH�D�UHFRYHU\�UDWH��7KH�QRWH�PD\�KDYH�D�VWDWHG�PDWXULW\�DQG�FRXSRQ��
ZKLFK�PD\�EH�¿[HG�RU�ÀRDWLQJ�DQG�PDNH�SD\PHQWV�RQ�D�PRQWKO\��TXDUWHUO\�RU�VHPLDQQXDO�EDVLV��$�&/1�LV�QRQ�SULQFLSDO�SURWHFWHG��
,QYHVWRUV¶�FDSLWDO�LV������DW�ULVN�DQG�LQYHVWRUV�PD\�ORVH�DOO�RI�WKHLU�LQLWLDO�LQYHVWPHQW��7KH�LVVXHU�LV�QRW�REOLJDWHG�WR�UHSD\�WKH�GHEW�LI�
D�VSHFL¿HG�HYHQW�RFFXUV��7KH�UHIHUHQFH�SRUWIROLRV�PD\�EH�VXEMHFW�WR�UHSOHQLVKPHQWV��ZKLFK�PD\�PDWHULDOO\�FKDQJH�WKH�FKDUDFWHULVWLFV�
RI�WKH�SRUWIROLR�VXEMHFW�WR�FRQFHQWUDWLRQ�OLPLWDWLRQV��,Q�DGGLWLRQ�WR�WKH�FUHGLW�ULVN�RI�WKH�UHIHUHQFH�SRUWIROLR��SD\PHQWV�RQ�WKH�FUHGLW�
OLQNHG�QRWHV�DUH�VXEMHFW�WR�WKH�FUHGLW�ULVN�RI�WKH�UHIHUHQFHG�HQWLW\��,Q�WKH�FDVH�RI�D�GHIDXOW��WKH�VSHFLDO�SXUSRVH�HQWLW\�RU�WUXVW�PD\�SD\�
SDU�PLQXV�WKH�UHFRYHU\�UDWH�

RMBS Risk.�50%6�DUH�PDWHULDOO\�D൵HFWHG�E\�FRQGLWLRQV�LQ�WKH�UHVLGHQWLDO�PRUWJDJH�PDUNHW��WKH�UHVLGHQWLDO�UHDO�HVWDWH�PDUNHW��WKH�
¿QDQFLDO�PDUNHWV�DQG�WKH�HFRQRP\�JHQHUDOO\��&RQFHUQV�DERXW�WKH�UHVLGHQWLDO�PRUWJDJH�PDUNHW�DQG�D�GHFOLQLQJ�UHDO�HVWDWH�PDUNHW��DV�
ZHOO�DV�LQÀDWLRQ��HQHUJ\�FRVWV��JHRSROLWLFDO�LVVXHV�DQG�WKH�DYDLODELOLW\�DQG�FRVW�RI�FUHGLW��KDYH�LQ�WKH�SDVW�FRQWULEXWHG��DQG�FRXOG�LQ�
WKH�IXWXUH�FRQWULEXWH��WR�LQFUHDVHG�YRODWLOLW\�DQG�GLPLQLVKHG�H[SHFWDWLRQV�IRU�WKH�HFRQRP\�DQG�¿QDQFLDO�PDUNHWV��,Q�SDUWLFXODU��WKH�
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UHVLGHQWLDO�PRUWJDJH�PDUNHWV�KDYH�H[SHULHQFHG�D�YDULHW\�RI�GL൶FXOWLHV�DQG�FKDOOHQJLQJ�HFRQRPLF�FRQGLWLRQV�LQ�WKH�SDVW��LQFOXGLQJ�
GHIDXOWV�� FUHGLW� ORVVHV�� DQG� OLTXLGLW\� FRQFHUQV��&HUWDLQ�FRPPHUFLDO�EDQNV�� LQYHVWPHQW�EDQNV�� DQG� LQVXUDQFH�FRPSDQLHV� LQFXUUHG�
H[WHQVLYH�ORVVHV�IURP�H[SRVXUH�WR�WKH�UHVLGHQWLDO�PRUWJDJH�PDUNHW�DV�D�UHVXOW�RI�WKHVH�GL൶FXOWLHV�DQG�FRQGLWLRQV��7KHVH�IDFWRUV�KDYH�
LPSDFWHG�LQYHVWRU�SHUFHSWLRQ�RI�WKH�ULVNV�DVVRFLDWHG�ZLWK�50%6��RWKHU�UHDO�HVWDWH�UHODWHG�VHFXULWLHV�DQG�YDULRXV�RWKHU�DVVHW�FODVVHV�
LQ�ZKLFK�WKH�)XQG�PD\�LQYHVW��$V�D�UHVXOW��YDOXHV�IRU�50%6��RWKHU�UHDO�HVWDWH�UHODWHG�VHFXULWLHV�DQG�YDULRXV�RWKHU�DVVHW�FODVVHV�
LQ�ZKLFK�WKH�)XQG�PD\�LQYHVW�KDYH�H[SHULHQFHG��DQG�PD\�LQ�WKH�IXWXUH�H[SHULHQFH��VLJQL¿FDQW�YRODWLOLW\��&HUWDLQ�50%6�WKDW�WKH�
)XQG�DFTXLUHV�DUH�VXERUGLQDWHG�LQ�FDVK�ÀRZ�SULRULW\�WR�RWKHU�PRUH�³VHQLRU´�VHFXULWLHV�RI�WKH�VDPH�VHFXULWL]DWLRQ��7KH�H[SRVXUH�WR�
GHIDXOWV�RQ�WKH�XQGHUO\LQJ�PRUWJDJHV�LV�VHYHUHO\�PDJQL¿HG�LQ�VXERUGLQDWHG�VHFXULWLHV��&HUWDLQ�VXERUGLQDWHG�VHFXULWLHV��³¿UVW�ORVV�
VHFXULWLHV´��DEVRUE�DOO�ORVVHV�IURP�GHIDXOW�EHIRUH�DQ\�RWKHU�FODVV�RI�VHFXULWLHV�LV�DW�ULVN��6XFK�VHFXULWLHV�WKHUHIRUH�DUH�FRQVLGHUHG�WR�
EH�KLJKO\�VSHFXODWLYH�LQYHVWPHQWV��$OVR��WKH�ULVN�RI�GHFOLQLQJ�UHDO�HVWDWH�YDOXHV��LQ�SDUWLFXODU��LV�DPSOL¿HG�LQ�VXERUGLQDWHG�50%6��DV�
DUH�WKH�ULVNV�DVVRFLDWHG�ZLWK�SRVVLEOH�FKDQJHV�LQ�WKH�PDUNHW¶V�SHUFHSWLRQ�RI�WKH�HQWLW\�LVVXLQJ�RU�JXDUDQWHHLQJ�WKHP��RU�E\�FKDQJHV�
LQ�JRYHUQPHQW�UHJXODWLRQV�DQG�WD[�SROLFLHV�

7KH�SULQFLSDO�DQG� LQWHUHVW�RQ�FHUWDLQ�50%6��XQOLNH� WKRVH�RQ�DJHQF\�50%6��PD\�QRW�EH�JXDUDQWHHG�E\�JRYHUQPHQW�VSRQVRUHG�
HQWLWLHV�VXFK�DV�)DQQLH�0DH�DQG�)UHGGLH�0DF�RU��LQ�WKH�FDVH�RI�*LQQLH�0DH��WKH�8�6��JRYHUQPHQW��7KHVH�W\SHV�RI�50%6�DUH�VXEMHFW�
WR�PDQ\�RI�WKH�ULVNV�RI�WKH�UHVSHFWLYH�XQGHUO\LQJ�PRUWJDJH�ORDQV��5HVLGHQWLDO�PRUWJDJH�ORDQV�DUH�W\SLFDOO\�VHFXUHG�E\�VLQJOH�IDPLO\�
UHVLGHQWLDO�SURSHUW\�DQG�DUH�VXEMHFW�WR�ULVNV�RI�GHOLQTXHQF\�DQG�IRUHFORVXUH�DQG�ULVNV�RI�ORVV��7KH�DELOLW\�RI�D�ERUURZHU�WR�UHSD\�D�
ORDQ�VHFXUHG�E\�D�UHVLGHQWLDO�SURSHUW\�LV�GHSHQGHQW�XSRQ�WKH�LQFRPH�RU�DVVHWV�RI�WKH�ERUURZHU��$�QXPEHU�RI�IDFWRUV��LQFOXGLQJ�D�
JHQHUDO�HFRQRPLF�GRZQWXUQ��DFWV�RI�*RG��WHUURULVP��VRFLDO�XQUHVW�DQG�FLYLO�GLVWXUEDQFHV��PD\�LPSDLU�ERUURZHUV¶�DELOLWLHV�WR�UHSD\�
WKHLU�PRUWJDJH�ORDQV�

Residential Mortgage Loan Risk.�5HVLGHQWLDO�PRUWJDJH�ORDQV��LQFOXGLQJ�UHVLGHQWLDO�13/V��DUH�VXEMHFW�WR�LQFUHDVHG�ULVNV�RI�ORVV��
8QOLNH� DJHQF\� 50%6�� UHVLGHQWLDO� PRUWJDJH� ORDQV� JHQHUDOO\� DUH� QRW� JXDUDQWHHG� E\� WKH� 8�6�� JRYHUQPHQW� RU� DQ\� JRYHUQPHQW�
VSRQVRUHG� HQWLW\�� WKRXJK� LQ� VRPH� FDVHV� WKH\�PD\� EHQH¿W� IURP�SULYDWH�PRUWJDJH� LQVXUDQFH��$GGLWLRQDOO\�� E\� GLUHFWO\� DFTXLULQJ�
UHVLGHQWLDO�PRUWJDJH�ORDQV��WKH�)XQG�GRHV�QRW�UHFHLYH�WKH�VWUXFWXUDO�FUHGLW�HQKDQFHPHQWV�WKDW�EHQH¿W�VHQLRU�WUDQFKHV�RI�50%6��$�
UHVLGHQWLDO�PRUWJDJH�ORDQ�LV�GLUHFWO\�H[SRVHG�WR�ORVVHV�UHVXOWLQJ�IURP�GHIDXOW��7KHUHIRUH��WKH�YDOXH�RI�WKH�XQGHUO\LQJ�SURSHUW\��WKH�
FUHGLWZRUWKLQHVV�DQG�¿QDQFLDO�SRVLWLRQ�RI�WKH�ERUURZHU�DQG�WKH�SULRULW\�DQG�HQIRUFHDELOLW\�RI�WKH�OLHQ�ZLOO�VLJQL¿FDQWO\�LPSDFW�WKH�
YDOXH�RI�VXFK�PRUWJDJH��,Q�WKH�HYHQW�RI�D�IRUHFORVXUH��WKH�)XQG�PD\�DVVXPH�GLUHFW�RZQHUVKLS�RI�WKH�XQGHUO\LQJ�UHDO�HVWDWH��7KH�
OLTXLGDWLRQ�SURFHHGV�XSRQ�VDOH�RI�VXFK�UHDO�HVWDWH�PD\�QRW�EH�VX൶FLHQW�WR�UHFRYHU�WKH�)XQG¶V�FRVW�EDVLV�LQ�WKH�ORDQ��DQG�DQ\�FRVWV�RU�
GHOD\V�LQYROYHG�LQ�WKH�IRUHFORVXUH�RU�OLTXLGDWLRQ�SURFHVV�PD\�LQFUHDVH�ORVVHV��5HVLGHQWLDO�PRUWJDJH�ORDQV�DUH�DOVR�VXEMHFW�WR�SURSHUW\�
GDPDJH�FDXVHG�E\�KD]DUGV��VXFK�DV�HDUWKTXDNHV�RU�HQYLURQPHQWDO�KD]DUGV��QRW�FRYHUHG�E\�VWDQGDUG�SURSHUW\�LQVXUDQFH�SROLFLHV��RU�
³VSHFLDO�KD]DUG�ULVN�´�DQG�WR�UHGXFWLRQ�LQ�D�ERUURZHU¶V�PRUWJDJH�GHEW�E\�D�EDQNUXSWF\�FRXUW��RU�³EDQNUXSWF\�ULVN�´

Consumer and Auto Loan Risk.�7KH�)XQG�PD\� LQYHVW� LQ�FRQVXPHU� ORDQV� �RU�$%6�EDFNHG�E\�FRQVXPHU� ORDQV��� LQFOXGLQJ�GHEW�
FRQVROLGDWLRQ� ORDQV�� KRPH� LPSURYHPHQW� ORDQV�� SHUVRQDO� ORDQV�� UHVLGHQWLDO� UHDO� HVWDWH� LQYHVWPHQWV�� FUHGLW� FDUGV�� DQG� DXWRPRELOH�
ORDQV��7KH�SHUIRUPDQFH�RI�VXFK�LQYHVWPHQWV�ZLOO�EH�D൵HFWHG�E\�JHQHUDO�HFRQRPLF�FRQGLWLRQV��&KDQJHV�LQ�HFRQRPLF�FRQGLWLRQV�KDYH�
DGYHUVHO\�D൵HFWHG�WKH�SHUIRUPDQFH�DQG�PDUNHW�YDOXH�RI�VXFK�LQYHVWPHQWV��&RQVXPHU�ORDQV�DUH�VXVFHSWLEOH�WR�SUHSD\PHQW�ULVNV��
3UHSD\PHQWV�RQ�WKH�ORDQV�ZLOO�EH�LQÀXHQFHG�E\�WKH�SUHSD\PHQW�SURYLVLRQV�RI�WKH�ORDQV�DQG�PD\�DOVR�EH�D൵HFWHG�E\�D�YDULHW\�RI�
HFRQRPLF��JHRJUDSKLF�DQG�RWKHU�IDFWRUV��LQFOXGLQJ�FKDQJHV�LQ�LQWHUHVW�UDWHV�DQG�WKH�DYDLODELOLW\�RI�DOWHUQDWLYH�¿QDQFLQJV��&HUWDLQ�
FRQVXPHU�ORDQV��VXFK�DV�DXWR�ORDQV�DQG�VWXGHQW�ORDQV��JHQHUDOO\�ZLOO�QRW�FRQWDLQ�SUHSD\PHQW�SHQDOWLHV��$�UHGXFWLRQ�LQ�LQWHUHVW�UDWHV�
PD\�LQFUHDVH�SUHSD\PHQWV�RQ�FRQVXPHU�ORDQV��ZKLFK�ZRXOG�UHVXOW�LQ�D�UHGXFWLRQ�LQ�\LHOG�WR�PDWXULW\�IRU�KROGHUV�RI�VXFK�ORDQV�LI�
SXUFKDVHG�DW�D�SUHPLXP��$Q�LQFUHDVH�LQ�LQWHUHVW�UDWHV�RU�RWKHU�IDFWRUV�PD\�VORZ�SUHSD\PHQWV�ZKLFK�ZRXOG�UHVXOW�LQ�D�UHGXFWLRQ�LQ�
\LHOG�WR�PDWXULW\�IRU�KROGHUV�RI�VXFK�FRQVXPHU�ORDQV�LI�SXUFKDVHG�DW�D�GLVFRXQW��&RQVXPHU�ORDQV�DUH�VXVFHSWLEOH�WR�GHIDXOW�ULVNV��
8QVHFXUHG�FRQVXPHU�ORDQV�DUH�QRW�VHFXUHG�E\�DQ\�FROODWHUDO�RI�WKH�ERUURZHUV�

7KH�UHSD\PHQW�RI�XQVHFXUHG�FRQVXPHU�ORDQV�LV�GHSHQGHQW�XSRQ�WKH�DELOLW\�DQG�ZLOOLQJQHVV�RI�WKH�ERUURZHUV�WR�UHSD\��LI�WKH�ERUURZHU�
GHIDXOWV� RQ� DQ� XQVHFXUHG� FRQVXPHU� ORDQ�� RQO\� QHW� DPRXQWV�� LI� DQ\�� UHFRYHUHG� WKURXJK� FROOHFWLRQ� H൵RUWV�ZLOO� EH� DYDLODEOH�ZLWK�
UHVSHFW�WR�WKDW�ORDQ��2WKHU�FRQVXPHU�ORDQV��OLNH�DXWRPRELOH�ORDQV��PD\�EH�VHFXUHG�E\�FROODWHUDO��EXW�WKH�YDOXH�RI�WKDW�FROODWHUDO�LV�QRW�
JXDUDQWHHG�DQG�WKH�UHFRYHU\�RI�VXFK�FROODWHUDO�ZLOO�QRW�QHFHVVDULO\�FRYHU�WKH�RXWVWDQGLQJ�DPRXQW�RI�WKH�GHIDXOWHG�ORDQ�

Securitization Risks. 7KH�)XQG�PD\�VHFXULWL]H�DVVHWV�WR�JHQHUDWH�FDVK�IRU�IXQGLQJ�QHZ�LQYHVWPHQWV��$�³VHFXULWL]DWLRQ´�LV�D�IRUP�RI�
OHYHUDJH�XQGHU�ZKLFK�DQ�³RULJLQDWRU´�RU�³VSRQVRU´�WUDQVIHUV�LQFRPH�SURGXFLQJ�DVVHWV�WR�DQ�639��ZKLFK�LV�HVWDEOLVKHG�VROHO\�IRU�WKH�
SXUSRVH�RI�KROGLQJ�VXFK�DVVHWV�DQG�HQWHULQJ�LQWR�D�VWUXFWXUHG�¿QDQFH�WUDQVDFWLRQ��7KH�639�WKHQ�LVVXHV�QRWHV�VHFXUHG�E\�VXFK�DVVHWV��
7KH�639�PD\�LVVXH�WKH�QRWHV�LQ�WKH�FDSLWDO�PDUNHWV�HLWKHU�SXEOLFO\�RU�SULYDWHO\�WR�D�YDULHW\�RI�LQYHVWRUV��LQFOXGLQJ�EDQNV��QRQ�EDQN�
¿QDQFLDO�LQVWLWXWLRQV�DQG�RWKHU�LQYHVWRUV��7KHUH�PD\�EH�D�VLQJOH�FODVV�RI�QRWHV�RU�PXOWLSOH�FODVVHV�RI�QRWHV��WKH�PRVW�VHQLRU�RI�ZKLFK�
FDUULHV�OHVV�FUHGLW�ULVN�DQG�WKH�PRVW�MXQLRU�RI�ZKLFK�PD\�FDUU\�VXEVWDQWLDOO\�WKH�VDPH�FUHGLW�ULVN�DV�WKH�HTXLW\�RI�WKH�639�

$Q�LPSRUWDQW�DVSHFW�RI�PRVW�GHEW�VHFXULWL]DWLRQ�WUDQVDFWLRQV�LV�WKDW�WKH�VDOH�RU�FRQWULEXWLRQ�RI�DVVHWV�LQWR�WKH�639�EH�FRQVLGHUHG�D�
WUXH�VDOH�RU�FRQWULEXWLRQ�IRU�DFFRXQWLQJ�SXUSRVHV�DQG�WKDW�D�UHYLHZLQJ�FRXUW�ZRXOG�QRW�FRQVROLGDWH�WKH�639�ZLWK�WKH�RSHUDWLRQV�RI�WKH�
RULJLQDWRU�LQ�WKH�HYHQW�RI�WKH�RULJLQDWRU¶V�EDQNUXSWF\�EDVHG�RQ�HTXLWDEOH�SULQFLSOHV��9LHZHG�DV�D�ZKROH��D�GHEW�VHFXULWL]DWLRQ�VHHNV�



  
��

WR�ORZHU�ULVN�WR�WKH�QRWH�SXUFKDVHUV�E\�LVRODWLQJ�WKH�DVVHWV�FROODWHUDOL]LQJ�WKH�VHFXULWL]DWLRQ�LQ�DQ�639�WKDW�LV�QRW�VXEMHFW�WR�WKH�FUHGLW�
DQG�EDQNUXSWF\�ULVNV�RI�WKH�RULJLQDWRU��$V�D�UHVXOW�RI�WKLV�SHUFHLYHG�UHGXFWLRQ�RI�ULVN��GHEW�VHFXULWL]DWLRQ�WUDQVDFWLRQV�IUHTXHQWO\�
DFKLHYH�ORZHU�RYHUDOO�OHYHUDJH�FRVWV�IRU�RULJLQDWRUV�DV�FRPSDUHG�WR�WUDGLWLRQDO�VHFXUHG�OHQGLQJ�WUDQVDFWLRQV�

,Q�DFFRUGDQFH�ZLWK�WKH�DERYH�GHVFULSWLRQ�� WR�VHFXULWL]H� ORDQV�� WKH�)XQG�PD\�FUHDWH�D�ZKROO\�RZQHG�VXEVLGLDU\�DQG�FRQWULEXWH�D�
SRRO�RI�RXU�DVVHWV�WR�VXFK�VXEVLGLDU\��7KH�639�PD\�EH�IXQGHG�ZLWK��DPRQJ�RWKHU�WKLQJV��ZKROH�ORDQV��RWKHU�UHFHLYDEOHV�RU�DVVHWV�RU�
LQWHUHVWV�IURP�RWKHU�SRROV�DQG�VXFK�ORDQV�RU�RWKHU�UHFHLYDEOHV�RU�DVVHWV�PD\�RU�PD\�QRW�EH�UDWHG��7KH�639�ZRXOG�WKHQ�VHOO�LWV�QRWHV�
WR�SXUFKDVHUV�ZKR�ZH�ZRXOG�H[SHFW�WR�EH�ZLOOLQJ�WR�DFFHSW�D�ORZHU�LQWHUHVW�UDWH�DQG�WKH�DEVHQFH�RI�DQ\�UHFRXUVH�DJDLQVW�XV�WR�LQYHVW�
LQ�D�SRRO�RI�LQFRPH�SURGXFLQJ�DVVHWV�WR�ZKLFK�QRQH�RI�RXU�FUHGLWRUV�ZRXOG�KDYH�DFFHVV��7KH�)XQG�ZRXOG�UHWDLQ�DOO�RU�D�SRUWLRQ�RI�WKH�
HTXLW\�LQ�WKH�639��$Q�LQDELOLW\�WR�VXFFHVVIXOO\�VHFXULWL]H�SRUWLRQV�RI�RXU�SRUWIROLR�RU�RWKHUZLVH�OHYHUDJH�RXU�SRUWIROLR�WKURXJK�VHFXUHG�
DQG�XQVHFXUHG�ERUURZLQJV�FRXOG�OLPLW�WKH�)XQG¶V�UHWXUQV��+RZHYHU��WKH�VXFFHVVIXO�VHFXULWL]DWLRQ�RI�SRUWLRQV�RI�WKH�)XQG¶V�SRUWIROLR�
H[SRVHV�LW�WR�D�ULVN�RI�ORVV�IRU�WKH�HTXLW\�WKDW�LW�UHWDLQV�LQ�WKH�639�DQG�PLJKW�H[SRVH�WKH�)XQG�WR�JUHDWHU�ULVN�RQ�LWV�UHPDLQLQJ�SRUWIROLR�
EHFDXVH�WKH�DVVHWV�LW�UHWDLQV�PD\�WHQG�WR�EH�WKRVH�WKDW�DUH�ULVNLHU�DQG�PRUH�OLNHO\�WR�JHQHUDWH�ORVVHV��$�VXFFHVVIXO�VHFXULWL]DWLRQ�PD\�
DOVR�LPSRVH�¿QDQFLDO�DQG�RSHUDWLQJ�FRYHQDQWV�WKDW�UHVWULFW� WKH�)XQG¶V�EXVLQHVV�DFWLYLWLHV�DQG�PD\�LQFOXGH�OLPLWDWLRQV�WKDW�FRXOG�
KLQGHU�WKH�)XQG¶V�DELOLW\�WR�¿QDQFH�DGGLWLRQDO�ORDQV�DQG�LQYHVWPHQWV�RU�WR�PDNH�WKH�GLVWULEXWLRQV�UHTXLUHG�WR�PDLQWDLQ�RXU�VWDWXV�DV�
D�5,&�XQGHU�6XEFKDSWHU�0�RI�WKH�&RGH��7KH������$FW�PD\�DOVR�LPSRVH�UHVWULFWLRQV�RQ�WKH�VWUXFWXUH�RI�DQ\�VHFXULWL]DWLRQV�

,QWHUHVWV�WKH�)XQG�KROGV�LQ�WKH�639��LI�DQ\��ZLOO�EH�VXERUGLQDWHG�WR�WKH�RWKHU�LQWHUHVWV�LVVXHG�E\�WKH�639��$V�VXFK��WKH�)XQG�ZLOO�RQO\�
UHFHLYH�FDVK�GLVWULEXWLRQV�RQ�VXFK�LQWHUHVWV�LI�WKH�639�KDV�PDGH�DOO�LQWHUHVW�DQG�RWKHU�UHTXLUHG�SD\PHQWV�RQ�DOO�RWKHU�LQWHUHVWV�LW�KDV�
LVVXHG��,Q�DGGLWLRQ��WKH�)XQG¶V�VXERUGLQDWHG�LQWHUHVWV�ZLOO�OLNHO\�EH�XQVHFXUHG�DQG�UDQN�EHKLQG�DOO�RI�WKH�VHFXUHG�FUHGLWRUV��NQRZQ�
RU�XQNQRZQ��RI�WKH�639��LQFOXGLQJ�WKH�KROGHUV�RI�WKH�VHQLRU�LQWHUHVWV�LW�KDV�LVVXHG��&RQVHTXHQWO\��WR�WKH�H[WHQW�WKDW�WKH�YDOXH�RI�WKH�
639¶V�SRUWIROLR�RI�DVVHWV�KDV�EHHQ�UHGXFHG�DV�D�UHVXOW�RI�FRQGLWLRQV�LQ�WKH�FUHGLW�PDUNHWV��RU�DV�D�UHVXOW�RI�GHIDXOWV��WKH�YDOXH�RI�WKH�
VXERUGLQDWHG�LQWHUHVWV�WKH�)XQG�UHWDLQV�ZRXOG�EH�UHGXFHG��6HFXULWL]DWLRQ�LPSRVHV�RQ�WKH�)XQG�WKH�VDPH�ULVNV�DV�ERUURZLQJ�H[FHSW�
WKDW�WKH�ULVN�LQ�D�VHFXULWL]DWLRQ�LV�OLPLWHG�WR�WKH�DPRXQW�RI�VXERUGLQDWHG�LQWHUHVWV�WKH�)XQG�UHWDLQV��ZKHUHDV�LQ�D�ERUURZLQJ�RU�GHEW�
LVVXDQFH�E\�WKH�)XQG�GLUHFWO\�LW�ZRXOG�EH�DW�ULVN�IRU�WKH�HQWLUH�DPRXQW�RI�WKH�ERUURZLQJ�RU�GHEW�LVVXDQFH�

CMBS and Other Commercial Real Estate Debt Risk.�,QYHVWLQJ�LQ�FRPPHUFLDO�UHDO�HVWDWH�GHEW�HQWDLOV�YDULRXV�ULVNV��FUHGLW�ULVNV��
OLTXLGLW\�ULVNV��LQWHUHVW�UDWH�ULVNV��PDUNHW�ULVNV��RSHUDWLRQV�ULVNV��VWUXFWXUDO�ULVNV��JHRJUDSKLFDO�FRQFHQWUDWLRQ�ULVNV�DQG�OHJDO�ULVNV��
&UHGLW� ULVN�RQ� WKHVH�DVVHWV�DULVHV�SULPDULO\� IURP� WKH�SRWHQWLDO� IRU� ORVVHV�GXH� WR�GHOLQTXHQFLHV�DQG�GHIDXOWV�E\� WKH�ERUURZHUV� LQ�
SD\PHQWV�RQ�WKH�XQGHUO\LQJ�REOLJDWLRQV�DQG�WKH�ULVN�WKDW�WKH�VHUYLFHU�IDLOV�WR�SHUIRUP��7KH�)XQG�ZLOO�UHO\�RQ�ORDQ�VHUYLFHUV�WR�FROOHFW�
SULQFLSDO�DQG�LQWHUHVW�SD\PHQWV�DQG�HQJDJH�LQ�ORVV�PLWLJDWLRQ�H൵RUWV��7R�WKH�H[WHQW�D�ORDQ�VHUYLFHU�IDLOV�WR�SHUIRUP�WKHVH�WDVNV��WKH�
)XQG¶V�LQYHVWPHQWV�PD\�EH�DGYHUVHO\�D൵HFWHG��&0%6�DUH�VXEMHFW�WR�ULVNV�DVVRFLDWHG�ZLWK�WKHLU�VWUXFWXUH�DQG�H[HFXWLRQ��LQFOXGLQJ�
WKH�SURFHVV�E\�ZKLFK�SULQFLSDO�DQG�LQWHUHVW�SD\PHQWV�DUH�DOORFDWHG�DQG�GLVWULEXWHG�WR�LQYHVWRUV��KRZ�FUHGLW�ORVVHV�D൵HFW�WKH�LVVXLQJ�
YHKLFOH�DQG�WKH�UHWXUQ�WR�LQYHVWRUV�LQ�VXFK�&0%6��ZKHWKHU�WKH�FROODWHUDO�UHSUHVHQWV�D�¿[HG�VHW�RI�VSHFL¿F�DVVHWV�RU�DFFRXQWV��ZKHWKHU�
WKH�XQGHUO\LQJ�FROODWHUDO�DVVHWV�DUH�UHYROYLQJ�RU�FORVHG�HQG��XQGHU�ZKDW�WHUPV��LQFOXGLQJ�PDWXULW\�RI�WKH�&0%6��DQ\�UHPDLQLQJ�
EDODQFH�LQ�WKH�DFFRXQWV�PD\�UHYHUW�WR�WKH�LVVXLQJ�HQWLW\��DQG�WKH�H[WHQW�WR�ZKLFK�WKH�HQWLW\�WKDW�LV�WKH�DFWXDO�VRXUFH�RI�WKH�FROODWHUDO�
DVVHWV�LV�REOLJDWHG�WR�SURYLGH�VXSSRUW�WR�WKH�LVVXLQJ�YHKLFOH�RU�WR�WKH�LQYHVWRUV�LQ�VXFK�&0%6��,Q�DGGLWLRQ��FRQFHQWUDWLRQV�RI�&0%6�
RI�D�SDUWLFXODU�W\SH��DV�ZHOO�DV�FRQFHQWUDWLRQV�RI�&0%6�LVVXHG�RU�JXDUDQWHHG�E\�D൶OLDWHG�REOLJRUV��VHUYLFHG�E\�WKH�VDPH�VHUYLFHU�RU�
EDFNHG�E\�XQGHUO\LQJ�FROODWHUDO�ORFDWHG�LQ�D�VSHFL¿F�JHRJUDSKLF�UHJLRQ��PD\�VXEMHFW�WKH�&0%6�WR�DGGLWLRQDO�ULVN�

&RPPHUFLDO�PRUWJDJH� ORDQV� DUH� VHFXUHG� E\� FRPPHUFLDO� SURSHUW\� DQG� DUH� VXEMHFW� WR� ULVNV� RI� GHOLQTXHQF\� DQG� IRUHFORVXUH�� DQG�
ULVNV�RI�ORVV��7KH�DELOLW\�RI�D�ERUURZHU�WR�UHSD\�D�ORDQ�VHFXUHG�E\�DQ�LQFRPH�SURGXFLQJ�SURSHUW\�W\SLFDOO\�LV�GHSHQGHQW�SULPDULO\�
XSRQ�WKH�VXFFHVVIXO�RSHUDWLRQ�RI�VXFK�SURSHUW\�UDWKHU�WKDQ�XSRQ�WKH�H[LVWHQFH�RI�LQGHSHQGHQW�LQFRPH�RU�DVVHWV�RI�WKH�ERUURZHU��
,I� WKH�QHW�RSHUDWLQJ�LQFRPH�RI�WKH�SURSHUW\�LV�UHGXFHG��WKH�ERUURZHU¶V�DELOLW\�WR�UHSD\�WKH�ORDQ�PD\�EH�LPSDLUHG��1HW�RSHUDWLQJ�
LQFRPH�RI�DQ�LQFRPH�SURGXFLQJ�SURSHUW\�FDQ�EH�D൵HFWHG�E\��DPRQJ�RWKHU�WKLQJV��WHQDQW�PL[��VXFFHVV�RI�WHQDQW�EXVLQHVVHV��SURSHUW\�
PDQDJHPHQW�GHFLVLRQV��SURSHUW\�ORFDWLRQ�DQG�FRQGLWLRQ��FRPSHWLWLRQ�IURP�FRPSDUDEOH� W\SHV�RI�SURSHUWLHV��FKDQJHV�LQ� ODZV�WKDW�
LQFUHDVH�RSHUDWLQJ�H[SHQVH�RU�OLPLW�UHQWV�WKDW�PD\�EH�FKDUJHG��DQ\�QHHG�WR�DGGUHVV�HQYLURQPHQWDO�FRQWDPLQDWLRQ�DW�WKH�SURSHUW\��
WKH�RFFXUUHQFH�RI�DQ\�XQLQVXUHG�FDVXDOW\�DW�WKH�SURSHUW\��FKDQJHV�LQ�QDWLRQDO��UHJLRQDO�RU�ORFDO�HFRQRPLF�FRQGLWLRQV�DQG�RU�VSHFL¿F�
LQGXVWU\�VHJPHQWV��GHFOLQHV�LQ�UHJLRQDO�RU�ORFDO�UHDO�HVWDWH�YDOXHV��GHFOLQHV�LQ�UHJLRQDO�RU�ORFDO�UHQWDO�RU�RFFXSDQF\�UDWHV��LQFUHDVHV�
LQ�LQWHUHVW�UDWHV��UHDO�HVWDWH�WD[�UDWHV�DQG�RWKHU�RSHUDWLQJ�H[SHQVHV��FKDQJHV�LQ�JRYHUQPHQWDO�UXOHV��UHJXODWLRQV�DQG�¿VFDO�SROLFLHV��
LQFOXGLQJ�HQYLURQPHQWDO�OHJLVODWLRQ��DFWV�RI�*RG��WHUURULVP��VRFLDO�XQUHVW�DQG�FLYLO�GLVWXUEDQFHV�

,Q�WKH�HYHQW�RI�DQ\�GHIDXOW�XQGHU�D�PRUWJDJH��WKH�)XQG�ZLOO�EHDU�D�ULVN�RI�ORVV�RI�SULQFLSDO�WR�WKH�H[WHQW�RI�DQ\�GH¿FLHQF\�EHWZHHQ�
WKH�YDOXH�RI�WKH�FROODWHUDO�DQG�WKH�SULQFLSDO�DQG�DFFUXHG�LQWHUHVW�RI�WKH�FRPPHUFLDO�PRUWJDJH�ORDQ��)RUHFORVXUH�RI�D�FRPPHUFLDO�
PRUWJDJH�ORDQ�FDQ�EH�DQ�H[SHQVLYH�DQG�OHQJWK\�SURFHVV�ZKLFK�FRXOG�KDYH�D�VXEVWDQWLDO�QHJDWLYH�H൵HFW�RQ�WKH�)XQG¶V�DQWLFLSDWHG�
UHWXUQ�RQ�WKH�IRUHFORVHG�PRUWJDJH�ORDQ�
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Prepayment Risk and Extension Risk��)L[HG�,QFRPH�VHFXULWLHV�DQG�ORDQV�ZLWK�XQFHUWDLQ�SULQFLSDO�UHSD\PHQW�VFKHGXOHV�FDQ�EH�VXEMHFW�
WR�SUHSD\PHQW�ULVN�DQG�RU�H[WHQVLRQ�ULVN��,I�WKH�)XQG�KROGV�D�GHEW�LQYHVWPHQW�ZLWK�D�KLJKHU�LQWHUHVW�UDWH�WKDQ�WKH�WKHQ�SUHYDLOLQJ�
PDUNHW�LQWHUHVW�UDWH�IRU�VLPLODU�LQVWUXPHQWV��DQG�VXFK�LQYHVWPHQW�SUHSD\V��RU�LV�DQWLFLSDWHG�WR�SUHSD\���WKH�)XQG�FRXOG�VX൵HU�ORVVHV��
6LPLODUO\��LI�WKH�)XQG�KROGV�D�GHEW�LQYHVWPHQW�ZLWK�D�ORZHU�LQWHUHVW�UDWH�WKDQ�WKH�WKHQ�SUHYDLOLQJ�PDUNHW�LQWHUHVW�UDWH�IRU�VLPLODU�
LQVWUXPHQWV��DQG�WKH�H[SHFWHG�OLIH�RI�VXFK�LQYHVWPHQW�H[WHQGV��RU�LV�DQWLFLSDWHG�WR�H[WHQG���WKH�)XQG�FRXOG�VX൵HU�ORVVHV�

Syndicated Loan Risk. 7KH�PDUNHW�IRU�V\QGLFDWHG�ORDQV�PD\�QRW�EH�KLJKO\�OLTXLG�DQG�WKH�)XQG�PD\�KDYH�GL൶FXOW\�VHOOLQJ�WKHP��
7KHVH�LQYHVWPHQWV�SULPDULO\�H[SRVH�WKH�)XQG�WR�WKH�FUHGLW�ULVN�RI�WKH�XQGHUO\LQJ�ERUURZHU��EXW�WKH\�DOVR�H[SRVH�WKH�)XQG�WR�FHUWDLQ�
ULVNV�DVVRFLDWHG�ZLWK�WKH�ORDQ�DJHQW��6\QGLFDWHG�ORDQV�VHWWOH�RQ�D�GHOD\HG�EDVLV��SRWHQWLDOO\�OHDGLQJ�WR�WKH�VDOH�SURFHHGV�RI�VXFK�ORDQV�
QRW�EHLQJ�DYDLODEOH�WR�PHHW�UHGHPSWLRQV�IRU�D�VXEVWDQWLDO�SHULRG�RI�WLPH�DIWHU�WKH�VDOH�RI�WKH�EDQN�ORDQV��&HUWDLQ�V\QGLFDWHG�ORDQV�
PD\�QRW�EH�FRQVLGHUHG�³VHFXULWLHV�´�DQG�SXUFKDVHUV��VXFK�DV�WKH�)XQG��WKHUHIRUH�PD\�QRW�EH�HQWLWOHG�WR�UHO\�RQ�WKH�SURWHFWLRQV�RI�
IHGHUDO�VHFXULWLHV�ODZV��LQFOXGLQJ�DQWL�IUDXG�SURYLVLRQV�

High Yield Risk��/RZHU�TXDOLW\�ERQGV��NQRZQ�DV�³KLJK�\LHOG´�RU�³MXQN´�ERQGV��SUHVHQW�D�VLJQL¿FDQW�ULVN�IRU�ORVV�RI�SULQFLSDO�DQG�
LQWHUHVW��7KHVH�ERQGV�R൵HU�WKH�SRWHQWLDO�IRU�KLJKHU�UHWXUQ��EXW�DOVR�LQYROYH�JUHDWHU�ULVN�WKDQ�ERQGV�RI�KLJKHU�TXDOLW\��LQFOXGLQJ�DQ�
LQFUHDVHG�SRVVLELOLW\�WKDW�WKH�ERQG¶V�LVVXHU��REOLJRU�RU�JXDUDQWRU�PD\�QRW�EH�DEOH�WR�PDNH�LWV�SD\PHQWV�RI�LQWHUHVW�DQG�SULQFLSDO��
,I�WKDW�KDSSHQV��WKH�YDOXH�RI�WKH�ERQG�PD\�GHFUHDVH��WKH�)XQG¶V�1$9�PD\�GHFUHDVH�DQG�LWV�LQFRPH�PD\�EH�UHGXFHG��$Q�HFRQRPLF�
GRZQWXUQ�RU�SHULRG�RI�ULVLQJ�LQWHUHVW�UDWHV�FRXOG�DGYHUVHO\�D൵HFW�WKH�PDUNHW�IRU�WKHVH�ERQGV�DQG�UHGXFH�WKH�)XQG¶V�DELOLW\�WR�VHOO�LWV�
ERQGV��6XFK�VHFXULWLHV�DOVR�PD\�LQFOXGH�³5XOH����$´�VHFXULWLHV��ZKLFK�DUH�VXEMHFW�WR�UHVDOH�UHVWULFWLRQV��7KH�ODFN�RI�D�OLTXLG�PDUNHW�
IRU�WKHVH�ERQGV�FRXOG�GHFUHDVH�WKH�)XQG¶V�1$9��7KH�$GYLVHU¶V�DVVHVVPHQW�RI�DQ�LVVXHU¶V�FUHGLW�TXDOLW\�PD\�SURYH�LQFRUUHFW�DQG�WKH�
)XQG�FRXOG�VX൵HU�ORVVHV�

Reverse Mortgage Risks. 7KH�)XQG�PD\�LQYHVW�LQ�VHFXULWLHV�WKDW�UHÀHFW�DQ�LQWHUHVW�LQ�UHYHUVH�PRUWJDJHV��,Q�D�UHYHUVH�PRUWJDJH��D�
OHQGHU�PDNHV�D�ORDQ�WR�D�KRPHRZQHU�EDVHG�RQ�WKH�KRPHRZQHU¶V�HTXLW\�LQ�KLV�RU�KHU�KRPH��:KLOH�D�KRPHRZQHU�PXVW�EH�DJH����RU�
ROGHU�WR�TXDOLI\�IRU�D�UHYHUVH�PRUWJDJH��UHYHUVH�PRUWJDJHV�PD\�KDYH�QR�LQFRPH�UHVWULFWLRQV��5HSD\PHQW�RI�WKH�LQWHUHVW�RU�SULQFLSDO�
IRU�WKH�ORDQ�LV�JHQHUDOO\�QRW�UHTXLUHG�XQWLO�WKH�KRPHRZQHU�GLHV��VHOOV�WKH�KRPH��RU�FHDVHV�WR�XVH�WKH�KRPH�DV�KLV�RU�KHU�SULPDU\�
UHVLGHQFH�

5HYHUVH�PRUWJDJH�UHODWHG�VHFXULWLHV�PD\�EH�VXEMHFW� WR� ULVNV�GL൵HUHQW� WKDQ�RWKHU� W\SHV�RI�PRUWJDJH�UHODWHG�VHFXULWLHV�GXH� WR� WKH�
XQLTXH� QDWXUH� RI� WKH� XQGHUO\LQJ� ORDQV��7KH� GDWH� RI� UHSD\PHQW� IRU� VXFK� ORDQV� LV� XQFHUWDLQ� DQG�PD\� RFFXU� VRRQHU� RU� ODWHU� WKDQ�
DQWLFLSDWHG��7KH�WLPLQJ�RI�SD\PHQWV�IRU�WKH�FRUUHVSRQGLQJ�PRUWJDJH�UHODWHG�VHFXULW\�PD\�EH�XQFHUWDLQ��%HFDXVH�UHYHUVH�PRUWJDJHV�
DUH�R൵HUHG�RQO\�WR�SHUVRQV����DQG�ROGHU�DQG�WKHUH�PD\�EH�QR�LQFRPH�UHVWULFWLRQV��WKH�ORDQV�PD\�UHDFW�GL൵HUHQWO\�WKDQ�WUDGLWLRQDO�
KRPH�ORDQV�WR�PDUNHW�HYHQWV��$GGLWLRQDOO\��WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�VHUYLFH�SURYLGHUV�WR�UHYHUVH�PRUWJDJH�WUXVWV��³507V´��
ZLOO�GLOLJHQWO\�DQG�DSSURSULDWHO\�H[HFXWH�WKHLU�GXWLHV�ZLWK�UHVSHFW�WR�VHUYLFLQJ�VXFK�WUXVWV��$V�D�UHVXOW��LQYHVWRUV��ZKLFK�PD\�LQFOXGH�
WKH�)XQG��LQ�QRWHV�LVVXHG�E\�507V�PD\�EH�GHSULYHG�RI�SD\PHQWV�WR�ZKLFK�WKH\�DUH�HQWLWOHG��7KLV�FRXOG�UHVXOW�LQ�ORVVHV�WR�WKH�)XQG��
,QYHVWRUV��LQFOXGLQJ�WKH�)XQG��PD\�GHWHUPLQH�WR�SXUVXH�QHJRWLDWLRQV�RU�OHJDO�FODLPV�RU�RWKHUZLVH�VHHN�FRPSHQVDWLRQ�IURP�507�
VHUYLFH�SURYLGHUV�LQ�FHUWDLQ�LQVWDQFHV��7KLV�PD\�LQYROYH�WKH�)XQG�LQFXUULQJ�FRVWV�DQG�H[SHQVHV�DVVRFLDWHG�ZLWK�VXFK�DFWLRQV�

Distressed and Defaulted Instruments or Special Situations Investments Risks��7KH�)XQG�PD\�LQYHVW�GLUHFWO\�RU�LQGLUHFWO\�LQ�&UHGLW�
,QYHVWPHQWV�RI�¿QDQFLDOO\�GLVWUHVVHG�LVVXHUV�RU�FUHGLW�LQYHVWPHQWV�WKDW�DUH�LQ�GHIDXOW��ZKLFK�LQYROYH�VXEVWDQWLDO�ULVNV��'LVWUHVVHG�
GHEW�PD\�SUHVHQW�D�VXEVWDQWLDO�ULVN�RI�GHIDXOW�RU�PD\�EH�LQ�GHIDXOW�DW�WKH�WLPH�WKH�)XQG�LQYHVWV��7KH�)XQG�PD\�LQFXU�DGGLWLRQDO�
H[SHQVHV� WR� WKH�H[WHQW� LW� LV� UHTXLUHG� WR�VHHN�UHFRYHU\�XSRQ�D�GHIDXOW� LQ� WKH�SD\PHQW�RI�SULQFLSDO�RU� LQWHUHVW�RQ� LWV� LQYHVWPHQWV��
7KH�)XQG�PD\�LQYHVW�LQ�RU�DFTXLUH�&UHGLW�,QYHVWPHQWV�RI�FRPSDQLHV�LQYROYHG�LQ�RU�XQGHUJRLQJ�ZRUN�RXWV��OLTXLGDWLRQV��VSLQR൵V��
UHRUJDQL]DWLRQV��EDQNUXSWFLHV�RU�RWKHU�FDWDO\WLF�FKDQJHV�RU�VLPLODU�WUDQVDFWLRQV��6XFK�LQYHVWPHQWV�PD\�LQFOXGH�GHEWRU�LQ�SRVVHVVLRQ�
¿QDQFLQJ��,Q�DQ\�UHRUJDQL]DWLRQ�RU�OLTXLGDWLRQ�SURFHHGLQJ�UHODWLQJ�WR�DQ�LQYHVWPHQW�LQ�D�¿QDQFLDOO\�GLVWUHVVHG�LVVXHU��WKH�)XQG�PD\�
ORVH�LWV�HQWLUH�LQYHVWPHQW�RU�PD\�EH�UHTXLUHG�WR�DFFHSW�FDVK�RU�VHFXULWLHV�ZLWK�D�YDOXH�VXEVWDQWLDOO\�OHVV�WKDQ�LWV�RULJLQDO�LQYHVWPHQW��
$PRQJ�WKH�ULVNV�LQKHUHQW�LQ�LQYHVWPHQWV�LQ�D�WURXEOHG�LVVXHU�LV�WKDW�LW�LV�RIWHQ�GL൶FXOW�WR�REWDLQ�LQIRUPDWLRQ�DV�WR�WKH�WUXH�¿QDQFLDO�
FRQGLWLRQ�RI�WKH�LVVXHU��)XUWKHU��GLVWUHVVHG�LQYHVWLQJ�JLYHV�ULVH�WR�WKH�ULVNV�WKDW�WKH�FRQWHPSODWHG�WUDQVDFWLRQ�ZLOO�EH�XQVXFFHVVIXO��
ZLOO�EH�FRQVLGHUDEO\�GUDZQ�RXW�RYHU�WLPH�RU�ZLOO�UHVXOW�LQ�D�GLVWULEXWLRQ�RI�FDVK�RU�D�QHZ�VHFXULW\�ZLWK�D�YDOXH�OHVV�WKDQ�WKH�SXUFKDVH�
SULFH�RI� WKH� VHFXULW\�RU�RWKHU�¿QDQFLDO� LQVWUXPHQW� LQ� UHVSHFW�RI�ZKLFK� VXFK�GLVWULEXWLRQ� LV� UHFHLYHG��6LPLODUO\�� LI� DQ�DQWLFLSDWHG�
WUDQVDFWLRQ�GRHV�QRW�LQ�IDFW�RFFXU��WKH�)XQG�PD\�EH�UHTXLUHG�WR�VHOO�LWV�LQYHVWPHQW�DW�D�ORVV�RU��LI�WKHUH�LV�QR�VHFRQGDU\�PDUNHW�IRU�
VXFK�LQYHVWPHQW��PD\�EH�UHTXLUHG�WR�KROG�DQ�LQYHVWPHQW�ZLWK�OLWWOH�RU�QR�YDOXH��:KHQ�GHDOLQJ�ZLWK�LQYHVWPHQWV�LQ�GLVWUHVVHG�LVVXHUV��
WKH�)XQG�PD\�DOVR�H[SHULHQFH�RWKHU�ULVNV��LQFOXGLQJ�OHJDO�GL൶FXOWLHV�DQG�QHJRWLDWLRQV�ZLWK�FUHGLWRUV�DQG�RWKHU�FODLPDQWV��%HFDXVH�
WKHUH�LV�VXEVWDQWLDO�XQFHUWDLQW\�FRQFHUQLQJ�WKH�RXWFRPH�RI�WUDQVDFWLRQV�LQYROYLQJ�WKH�¿QDQFLDOO\�WURXEOHG�LVVXHUV�LQ�ZKLFK�WKH�)XQG�
PD\�LQYHVW��WKHUH�LV�D�SRWHQWLDO�ULVN�RI�ORVV�E\�WKH�)XQG�RI�LWV�HQWLUH�LQYHVWPHQW�LQ�VXFK�LVVXHUV�

Underlying Funds Risk.�<RXU�FRVW�RI�LQYHVWLQJ�LQ�WKH�)XQG��GXH�WR�LWV�LQYHVWPHQWV�LQ�8QGHUO\LQJ�)XQGV��PD\�EH�KLJKHU�WKDQ�WKH�FRVW�
RI�LQYHVWLQJ�LQ�D�)XQG�WKDW�RQO\�LQYHVWV�GLUHFWO\�LQ�LQGLYLGXDO�VHFXULWLHV��,I�WKH�)XQG�LQYHVWV�LWV�DVVHWV�LQ�XQGHUO\LQJ�FORVHG�HQG�IXQGV��
PXWXDO�IXQGV��H[FKDQJH�WUDGHG�IXQGV��SULYDWH�IXQGV�RU�RWKHU�SRROHG�YHKLFOHV��WKH�)XQG¶V�DELOLW\�WR�DFKLHYH�LWV�LQYHVWPHQW�REMHFWLYH�
GHSHQGV�ODUJHO\�RQ�WKH�SHUIRUPDQFH�RI�WKH�8QGHUO\LQJ�)XQGV�VHOHFWHG��(DFK�RI�WKH�8QGHUO\LQJ�)XQGV�KDV�LWV�RZQ�LQYHVWPHQW�ULVNV��
DQG�WKRVH�ULVNV�FDQ�D൵HFW�WKH�YDOXH�RI�WKH�8QGHUO\LQJ�)XQGV¶�VKDUHV�DQG�WKHUHIRUH�WKH�YDOXH�RI�WKH�)XQG¶V�LQYHVWPHQWV��7KHUH�FDQ�



  
��

EH�QR� DVVXUDQFH� WKDW� WKH� LQYHVWPHQW� REMHFWLYH�RI� DQ\�8QGHUO\LQJ�)XQG�ZLOO� EH� DFKLHYHG��$Q�8QGHUO\LQJ�)XQG�PD\� FKDQJH� LWV�
LQYHVWPHQW�REMHFWLYH�RU�SROLFLHV�ZLWKRXW�WKH�)XQG¶V�DSSURYDO��ZKLFK�FRXOG�IRUFH�WKH�)XQG�WR�ZLWKGUDZ�LWV�LQYHVWPHQW�IURP�VXFK�
8QGHUO\LQJ�)XQG�DW�D� WLPH�WKDW� LV�XQIDYRUDEOH� WR� WKH�)XQG��,Q�DGGLWLRQ��RQH�8QGHUO\LQJ�)XQG�PD\�EX\�WKH�VDPH�VHFXULWLHV� WKDW�
DQRWKHU�8QGHUO\LQJ�)XQG� VHOOV��7KHUHIRUH�� WKH�)XQG�ZRXOG� LQGLUHFWO\�EHDU� WKH�FRVWV�RI� WKHVH� WUDGHV�ZLWKRXW� DFFRPSOLVKLQJ�DQ\�
LQYHVWPHQW�SXUSRVH�

Reinvestment Risk.�,QFRPH�IURP�WKH�)XQG¶V�SRUWIROLR�ZLOO�GHFOLQH�LI�DQG�ZKHQ�WKH�)XQG�LQYHVWV�WKH�SURFHHGV�IURP�PDWXUHG��WUDGHG�
RU�FDOOHG�GHEW�REOLJDWLRQV�DW�PDUNHW�LQWHUHVW�UDWHV�WKDW�DUH�EHORZ�WKH�SRUWIROLR¶V�FXUUHQW�HDUQLQJV�UDWH��)RU�LQVWDQFH��GXULQJ�SHULRGV�RI�
GHFOLQLQJ�LQWHUHVW�UDWHV��DQ�LVVXHU�RI�GHEW�REOLJDWLRQV�PD\�H[HUFLVH�DQ�RSWLRQ�WR�UHGHHP�VHFXULWLHV�SULRU�WR�PDWXULW\��IRUFLQJ�WKH�)XQG�
WR�UHLQYHVW�WKH�SURFHHGV�LQ�ORZHU�\LHOGLQJ�VHFXULWLHV��$�GHFOLQH�LQ�LQFRPH�UHFHLYHG�E\�WKH�)XQG�IURP�LWV�LQYHVWPHQWV�LV�OLNHO\�WR�KDYH�
D�QHJDWLYH�H൵HFW�RQ�WKH�PDUNHW�SULFH��QHW�DVVHW�YDOXH�DQG�RU�RYHUDOO�UHWXUQ�RI�WKH�)XQG�

Spread Risk��:LGHU�FUHGLW�VSUHDGV�DQG�GHFUHDVLQJ�PDUNHW�YDOXHV� W\SLFDOO\�UHSUHVHQW�D�GHWHULRUDWLRQ�RI� WKH�GHEW�VHFXULW\¶V�FUHGLW�
VRXQGQHVV�DQG�D�SHUFHLYHG�JUHDWHU�OLNHOLKRRG�RU�ULVN�RI�GHIDXOW�E\�WKH�LVVXHU�

0$1$*(0(17�2)�7+(�)81'

7UXVWHHV�DQG�2൶FHUV
7KH�%RDUG�RI�7UXVWHHV�LV�UHVSRQVLEOH�IRU�WKH�RYHUDOO�PDQDJHPHQW�RI�WKH�)XQG��LQFOXGLQJ�VXSHUYLVLRQ�RI�WKH�GXWLHV�SHUIRUPHG�E\�
WKH�$GYLVHU��7KH�%RDUG�FRQVLVWV�RI�IRXU�LQGLYLGXDOV��WKUHH�RI�ZKRP�DUH�QRW�³LQWHUHVWHG�SHUVRQV´��DV�GH¿QHG�XQGHU�WKH������$FW��
RI�WKH�)XQG��WKH�$GYLVHU��RU�WKH�)XQG¶V�'LVWULEXWRU��³,QGHSHQGHQW�7UXVWHHV´���7KH�7UXVWHHV�DUH�UHVSRQVLEOH�IRU�WKH�)XQG¶V�RYHUDOO�
PDQDJHPHQW��LQFOXGLQJ�DGRSWLQJ�WKH�LQYHVWPHQW�DQG�RWKHU�SROLFLHV�RI�WKH�)XQG��HOHFWLQJ�DQG�UHSODFLQJ�R൶FHUV�DQG�VHOHFWLQJ�DQG�
VXSHUYLVLQJ�WKH�$GYLVHU��7KH�QDPH�DQG�EXVLQHVV�DGGUHVV�RI�WKH�7UXVWHHV�DQG�R൶FHUV�RI�WKH�)XQG�DQG�WKHLU�SULQFLSDO�RFFXSDWLRQV�DQG�
RWKHU�D൶OLDWHV�GXULQJ�WKH�SDVW�¿YH�\HDUV��DV�ZHOO�DV�D�GHVFULSWLRQ�RI�WKH�%RDUG¶V�FRPPLWWHH�DQG�OHDGHUVKLS�VWUXFWXUH��DUH�VHW�IRUWK�
under “Management´�LQ�WKH�6$,�

,QYHVWPHQW�$GYLVHU
$��)LQDQFLDO�,QYHVWPHQWV��//&��ORFDWHG�DW����0DGLVRQ�6WUHHW��6XLWH������'HQYHU�&RORUDGR��������LV�UHJLVWHUHG�DV�DQ�LQYHVWPHQW�
DGYLVHU�XQGHU�WKH�$GYLVHUV�$FW��7KH�$GYLVHU�LV�HQWLWOHG�WR�UHFHLYH�D�PRQWKO\�IHH�DW�WKH�DQQXDO�UDWH�RI�������RI�WKH�)XQG¶V�DYHUDJH�
GDLO\�QHW�DVVHWV��WKH�³$GYLVRU\�)HH´��

7KH�$GYLVHU�VHUYHV�DV�LQYHVWPHQW�$GYLVHU�WR�WKH�)XQG�SXUVXDQW�WR�D�PDQDJHPHQW�DJUHHPHQW�EHWZHHQ�WKH�)XQG�DQG�WKH�$GYLVHU��WKH�
³0DQDJHPHQW�$JUHHPHQW´���7KH�0DQDJHPHQW�$JUHHPHQW�KDV�DQ�LQLWLDO�WZR�\HDU�WHUP�DQG�LV�VXEMHFW�WR�DQQXDO�UHQHZDO�WKHUHDIWHU�E\�
WKH�%RDUG��6XEMHFW�WR�WKH�DXWKRULW\�RI�WKH�%RDUG��WKH�$GYLVHU�LV�UHVSRQVLEOH�IRU�PDQDJHPHQW�RI�WKH�)XQG¶V�LQYHVWPHQW�SRUWIROLR��7KH�
$GYLVHU�LV�UHVSRQVLEOH�IRU�VHOHFWLQJ�DSSURSULDWH�LQYHVWPHQW�VWUDWHJLHV��PDQDJLQJ�DQ\�VXE�DGYLVHUV��DQG�DVVXULQJ�WKDW�LQYHVWPHQWV�DUH�
PDGH�DFFRUGLQJ�WR�WKH�)XQG¶V�LQYHVWPHQW�REMHFWLYH��SROLFLHV�DQG�UHVWULFWLRQV��$�GLVFXVVLRQ�RI�WKH�EDVLV�IRU�WKH�%RDUG¶V�DSSURYDO�RI�
WKH�0DQDJHPHQW�$JUHHPHQW�ZLOO�EH�VHW�IRUWK�LQ�WKH�)XQG¶V�¿UVW�DQQXDO�RU�VHPL�DQQXDO�UHSRUW�WR�VKDUHKROGHUV�

7KH�R൶FHV�RI�WKH�$GYLVHU�DUH�ORFDWHG�DW����0DGLVRQ�6WUHHW��6XLWH������'HQYHU�&2��������DQG�LWV�WHOHSKRQH�QXPEHU�LV�����������������
7KH�$GYLVHU�RU�LWV�GHVLJQHH�PDLQWDLQV�WKH�)XQG¶V�DFFRXQWV��ERRNV�DQG�RWKHU�GRFXPHQWV�UHTXLUHG�WR�EH�PDLQWDLQHG�XQGHU�WKH������$FW�
DW�LWV�R൶FHV��RU�WKH�R൶FHV�RI�80%�)XQG�6HUYLFHV��,QF��DW�����:HVW�*DOHQD�6WUHHW��0LOZDXNHH��:,�������

7KH�$GYLVHU�DQG�WKH�)XQG�KDYH�HQWHUHG�LQWR�DQ�RSHUDWLQJ�H[SHQVHV�OLPLWDWLRQ�DJUHHPHQW��WKH�³([SHQVH�/LPLWDWLRQ�$JUHHPHQW´��
XQGHU�ZKLFK�WKH�$GYLVHU�KDV�DJUHHG��XQWLO�DW�OHDVW�RQH�\HDU�DIWHU�WKH�H൵HFWLYH�GDWH�RI�WKH�)XQG¶V�UHJLVWUDWLRQ�VWDWHPHQW��WR�SD\�RU�
DEVRUE�WKH�RUGLQDU\�RSHUDWLQJ�H[SHQVHV�RI�WKH�)XQG��H[FOXGLQJ��L��LQWHUHVW�H[SHQVHV�DQG�GLYLGHQGV�RQ�VKRUW�VDOHV��DQG�DQ\�IHHV�DQG�
H[SHQVHV�LQFXUUHG�LQ�FRQQHFWLRQ�ZLWK�FUHGLW�IDFLOLWLHV�LQFOXGLQJ�DQ\�FRPPLWPHQW�IHHV�RQ�ERUURZLQJV��LI�DQ\��REWDLQHG�E\�WKH�)XQG��
�LL��WUDQVDFWLRQ�FRVWV�DQG�RWKHU�H[SHQVHV�LQFXUUHG�LQ�FRQQHFWLRQ�ZLWK�WKH�DFTXLVLWLRQ��¿QDQFLQJ��PDLQWHQDQFH��DQG�GLVSRVLWLRQ�RI�WKH�
)XQG¶V�LQYHVWPHQWV�DQG�SURVSHFWLYH�LQYHVWPHQWV��LQFOXGLQJ�ZLWKRXW�OLPLWDWLRQ�EDQN�DQG�FXVWRG\�IHHV��EURNHUDJH�FRPPLVVLRQV��OHJDO��
GDWD��FRQVXOWLQJ�DQG�GXH�GLOLJHQFH�FRVWV��VHUYLFLQJ�DQG�SURSHUW\�PDQDJHPHQW�FRVWV��FROODWHUDO�YDOXDWLRQV��OLTXLGDWLRQ�DQG�FXVWRG\�
FRVWV���LLL��DFTXLUHG�IXQG�IHHV�DQG�H[SHQVHV���LY��WD[HV��DQG��Y��H[WUDRUGLQDU\�H[SHQVHV�LQFOXGLQJ�EXW�QRW�OLPLWHG�WR�OLWLJDWLRQ�FRVWV��
WR�WKH�H[WHQW�WKDW�LWV�PDQDJHPHQW�IHHV�SOXV�DSSOLFDEOH�GLVWULEXWLRQ�DQG�VKDUHKROGHU�VHUYLFLQJ�IHHV�DQG�WKH�)XQG¶V�RUGLQDU\�RSHUDWLQJ�
H[SHQVHV�ZRXOG�RWKHUZLVH�H[FHHG��RQ�D�\HDU�WR�GDWH�EDVLV��������SHU�DQQXP�RI�WKH�)XQG¶V�DYHUDJH�GDLO\�QHW�DVVHWV��7KH�([SHQVH�
/LPLWDWLRQ�$JUHHPHQW�PD\�QRW�EH�WHUPLQDWHG�E\�WKH�$GYLVHU��EXW�LW�PD\�EH�WHUPLQDWHG�E\�WKH�%RDUG��RQ����GD\V¶�ZULWWHQ�QRWLFH�WR�
WKH�$GYLVHU��$Q\�ZDLYHU�RU�UHLPEXUVHPHQW�E\�WKH�$GYLVHU�LV�VXEMHFW�WR�UHSD\PHQW�E\�WKH�)XQG�ZLWKLQ�WKH�WKUHH�\HDUV�IURP�WKH�GDWH�
WKH�$GYLVHU�ZDLYHG�DQ\�SD\PHQW�RU�UHLPEXUVHG�DQ\�H[SHQVH��LI��DIWHU�WDNLQJ�WKH�UHSD\PHQW�LQWR�DFFRXQW��WKH�)XQG�LV�DEOH�WR�PDNH�
WKH�UHSD\PHQW�ZLWKRXW�H[FHHGLQJ�WKH�H[SHQVH�OLPLWDWLRQ�LQ�SODFH�DW�WKH�WLPH�RI�WKH�ZDLYHU�DQG�DW�WKH�WLPH�RI�WKH�UHLPEXUVHPHQW�
SD\PHQW��7KH�$GYLVHU�PD\�ZDLYH�RU�UHLPEXUVH�DGGLWLRQDO�IHHV�RI�WKH�)XQG�LQ�LWV�GLVFUHWLRQ�



 
��

)XQG�([SHQVHV
3XUVXDQW�WR�WKH�0DQDJHPHQW�$JUHHPHQW�� WKH�$GYLVHU�LV�REOLJDWHG�WR�SD\�H[SHQVHV�DVVRFLDWHG�ZLWK�SURYLGLQJ�WKH�VHUYLFHV�VWDWHG�
LQ�WKH�0DQDJHPHQW�$JUHHPHQW��LQFOXGLQJ�FRPSHQVDWLRQ�RI�LWV�R൶FHUV�DQG�HPSOR\HHV�FRQQHFWHG�ZLWK�LQYHVWPHQW�DQG�HFRQRPLF�
UHVHDUFK�� WUDGLQJ�DQG� LQYHVWPHQW�PDQDJHPHQW�DQG�DGPLQLVWUDWLRQ�RI� WKH�)XQG��7KH�$GYLVHU� LV�REOLJDWHG� WR�SD\� WKH� IHHV�RI�DQ\�
7UXVWHH�RI�WKH�)XQG�ZKR�LV�DQ�D൶OLDWH�RI�WKH�$GYLVHU�

7KH�)XQG�LV�REOLJDWHG�WR�SD\�H[SHQVHV�RI�VHUYLFH�SURYLGHUV�WKDW�KDYH�DJUHHPHQWV�ZLWK�WKH�)XQG�

7KH�)XQG�SD\V�DOO�RWKHU�H[SHQVHV�LQFXUUHG�LQ�WKH�RSHUDWLRQ�RI�WKH�)XQG��ZKLFK�FRQVLVW�RI��L��H[SHQVHV�IRU�OHJDO�DQG�LQGHSHQGHQW�
DFFRXQWDQWV¶�VHUYLFHV���LL��FRVWV�RI�SULQWLQJ�SUR[LHV��VKDUH�FHUWL¿FDWHV��LI�DQ\��DQG�UHSRUWV�WR�VKDUHKROGHUV���LLL��FKDUJHV�RI�WKH�FXVWRGLDQ�
DQG� WUDQVIHU�DJHQW� LQ�FRQQHFWLRQ�ZLWK� WKH�)XQG¶V�GLYLGHQG�UHLQYHVWPHQW�SROLF\�� �LY�� IHHV�DQG�H[SHQVHV�RI� LQGHSHQGHQW�7UXVWHHV��
�Y�� SULQWLQJ� FRVWV�� �YL��PHPEHUVKLS� IHHV� LQ� WUDGH� DVVRFLDWLRQ�� �YLL�� ¿GHOLW\� ERQG� FRYHUDJH� IRU� WKH�)XQG¶V� R൶FHUV� DQG�7UXVWHHV��
�YLLL�� HUURUV� DQG�RPLVVLRQV� LQVXUDQFH� IRU� WKH�)XQG¶V� R൶FHUV� DQG�7UXVWHHV�� �L[�� EURNHUDJH� FRVWV�� �[�� WD[HV�� �[L�� FRVWV� DVVRFLDWHG�
ZLWK�WKH�)XQG¶V�TXDUWHUO\�UHSXUFKDVH�R൵HUV���[LL��VHUYLFLQJ�IHHV�DQG��[LLL��RWKHU�H[WUDRUGLQDU\�RU�QRQ�UHFXUULQJ�H[SHQVHV�DQG�RWKHU�
H[SHQVHV�SURSHUO\�SD\DEOH�E\�WKH�)XQG��7KH�H[SHQVHV�LQFLGHQW�WR�WKH�R൵HULQJ�DQG�LVVXDQFH�RI�VKDUHV�WR�EH�LVVXHG�E\�WKH�)XQG�ZLOO�
EH�UHFRUGHG�DV�D�UHGXFWLRQ�RI�FDSLWDO�RI�WKH�)XQG�DWWULEXWDEOH�WR�WKH�VKDUHV��7KH�)XQG�ZLOO�DOVR�SD\�FRVWV�DVVRFLDWHG�ZLWK�VHFXULWLHV��
FRPPRGLWLHV�DQG�RWKHU�LQYHVWPHQWV��LQFOXGLQJ�DOO�EURNHUDJH�IHHV�DQG�FRPPLVVLRQV��WD[HV��ERUURZLQJ�FRVWV��VXFK�DV��D��LQWHUHVW�DQG�
�E��GLYLGHQG�H[SHQVHV�RQ�VHFXULWLHV�VROG�VKRUW��SXUFKDVHG�IRU�WKH�)XQG�DQG�DQ\�ORVVHV�LQFXUUHG�LQ�FRQQHFWLRQ�WKHUHZLWK��H[SHQVHV�RI�
¿QDQFLQJ��KROGLQJ�RU�FDUU\LQJ�$VVHWV�DQG�RWKHU�LQYHVWPHQW�SRVLWLRQV��LQFOXGLQJ��ZLWKRXW�OLPLWDWLRQ��H[SHQVHV�RI�GLYLGHQGV�RQ�VWRFN�
ERUURZHG�WR�FRYHU�D�VKRUW�VDOH�DQG�LQWHUHVW��IHHV�RU�RWKHU�FKDUJHV�LQFXUUHG�LQ�FRQQHFWLRQ�ZLWK�OHYHUDJH�DQG�UHODWHG�ERUURZLQJV�ZLWK�
UHVSHFW�WR�WKH�)XQG¶V�DVVHWV��RUJDQL]DWLRQDO�DQG�R൵HULQJ�H[SHQVHV��IUHLJKW�DQG�RWKHU�FKDUJHV�LQ�FRQQHFWLRQ�ZLWK�WKH�VKLSPHQW�RI�WKH�
)XQG¶V�SRUWIROLR�VHFXULWLHV��VDODULHV�RI�VKDUHKROGHU�UHODWLRQV�SHUVRQQHO��VXEMHFW�WR�DQ\�OLPLWDWLRQV�XQGHU�WKH������$FW�RU�H[HPSWLYH�
UHOLHI�WKHUHIURP��

3RUWIROLR�0DQDJHU
*UHJJ�%HOO

0U��%HOO�LV�D�SDUWQHU�RI�WKH�$GYLVHU��3ULRU�WR�FR�IRXQGLQJ�WKH�$GYLVHU�LQ�������*UHJJ�ZDV�WKH�&KLHI�,QYHVWPHQW�2൶FHU�RI�6$/7�
%ORFNFKDLQ�$VVHW�0DQDJHPHQW��+H�KDV�LQYHVWHG�LQ�FUHGLW�DFURVV�D�YDULHW\�RI�QLFKH�LQGXVWULHV�VLQFH�������ZRUNLQJ�DW�WZR�PXOWL�ELOOLRQ�
GROODU�FUHGLW�	�VWUXFWXUHG�SURGXFW�KHGJH�IXQGV��$V�D�VWUXFWXUHG�FUHGLW�DQDO\VW�DQG�WUDGHU�DW�$UURZSRLQW�$VVHW�0DQDJHPHQW��0U��%HOO�
ZDV� UHVSRQVLEOH� IRU�DVVHW�EDFNHG�VHFXULWLHV� WUDGLQJ�DFWLYLW\��+H�KDV�SDUWLFLSDWHG� LQ�KXQGUHGV�RI� VWUXFWXUHG�FUHGLW� VHFXULWL]DWLRQV�
WKURXJKRXW�KLV�FDUHHU��DFWLQJ�LQ�DQ�LQYHVWPHQW�EDQNLQJ�FDSDFLW\��DV�ZHOO�DV�XQGHUZULWHU��VWUXFWXUHU�DQG�WUDGHU��:KLOH�DW�WKH�5R\DO�
%DQN�RI�6FRWODQG��KH�GHYHORSHG�WKH�DJHQF\�UHYHUVH�PRUWJDJH�VWUXFWXULQJ�DQG�WUDGLQJ�EXVLQHVV�OLQH��0U��%HOO�EHJDQ�KLV�FDUHHU�DW�
6LOYHU�3RLQW�&DSLWDO�ZKHUH�KLV�UHVSRQVLELOLWLHV�LQFOXGHG�DOORFDWLQJ�LQYHVWPHQWV�DFURVV�PXOWLSOH�FROODWHUDOL]HG�ORDQ�REOLJDWLRQV�DQG�
¿QDQFLQJ�YHKLFOHV�

7KH� 6$,� SURYLGHV� DGGLWLRQDO� LQIRUPDWLRQ� DERXW� WKH� )XQG¶V� SRUWIROLR� PDQDJHU¶V� FRPSHQVDWLRQ�� RWKHU� DFFRXQWV� PDQDJHG� DQG�
RZQHUVKLS�RI�)XQG�VKDUHV�

$GPLQLVWUDWRU�DQG�$FFRXQWLQJ�$JHQW
80%� )XQG� 6HUYLFHV�� ,QF��� ZKLFK� KDV� LWV� SULQFLSDO� R൶FH� DW� ����:HVW� *DOHQD� 6WUHHW��0LOZDXNHH��:,� ������� VHUYHV� DV� VHUYHV�
DV� DGPLQLVWUDWRU� DQG� IXQG� DFFRXQWDQW� IRU� WKH� )XQG� SXUVXDQW� WR� D� )XQG�$GPLQLVWUDWLRQ� DQG� )XQG�$FFRXQWLQJ�$JUHHPHQW� �WKH�
³$GPLQLVWUDWLRQ�$JUHHPHQW´��ZLWK� WKH�7UXVW�DQG�VXEMHFW� WR� WKH�VXSHUYLVLRQ�RI� WKH�%RDUG��7KH�$GPLQLVWUDWRU� LV�SULPDULO\� LQ� WKH�
EXVLQHVV�RI�SURYLGLQJ�DGPLQLVWUDWLYH��IXQG�DFFRXQWLQJ�DQG�WUDQVIHU�DJHQW�VHUYLFHV�WR�UHWDLO�DQG�LQVWLWXWLRQDO�PXWXDO�IXQGV�

7UDQVIHU�$JHQW
80%�)XQG�6HUYLFHV��,QF���ORFDWHG�DW�����:HVW�*DOHQD�6WUHHW��0LOZDXNHH��:,��������DQG�DQ�D൶OLDWH�RI�WKH�$GPLQLVWUDWRU��VHUYHV�DV�
WKH�WUDQVIHU�DJHQW�DQG�UHJLVWUDU�IRU�WKH�)XQG�

&XVWRGLDQ
80%�%DQN��1�$���ZLWK�SULQFLSDO�R൶FHV�DW������*UDQG�%RXOHYDUG��.DQVDV�&LW\��02��������VHUYHV�DV�FXVWRGLDQ�IRU�WKH�VHFXULWLHV�
DQG�FDVK�RI�WKH�)XQG¶V�SRUWIROLR��8QGHU�D�&XVWRG\�$JUHHPHQW��WKH�&XVWRGLDQ�KROGV�WKH�)XQG¶V�DVVHWV�LQ�VDIHNHHSLQJ�DQG�NHHSV�DOO�
QHFHVVDU\�UHFRUGV�DQG�GRFXPHQWV�UHODWLQJ�WR�LWV�GXWLHV�



  
��

&RQWURO�3HUVRQV
$�FRQWURO�SHUVRQ�LV�RQH�ZKR�RZQV��HLWKHU�GLUHFWO\�RU�LQGLUHFWO\�PRUH�WKDQ�����RI�WKH�YRWLQJ�VHFXULWLHV�RI�D�FRPSDQ\�RU�DFNQRZOHGJHV�
WKH�H[LVWHQFH�RI�FRQWURO��7KH�$GYLVHU�PD\�EH�GHHPHG�WR�FRQWURO�WKH�)XQG�E\�YLUWXH�RI�LWV�0DQDJHPHQW�$JUHHPHQW�ZLWK�WKH�)XQG��7KH�
QDPH��DGGUHVV��DQG�SHUFHQWDJH�RZQHUVKLS�RI�HDFK�RWKHU�FRQWURO�SHUVRQ�DV�RI�$XJXVW����������ZDV�DV�IROORZV�

1DPH�DQG�$GGUHVV 3HUFHQWDJH�2ZQHUVKLS

&KULVWLDQ�$\PRQG ���

*UHJRU\�%HOO ���

$QWKRQ\�%RVFK ���

/DUV�6RGHUEHUJ ���

� 8QOHVV�RWKHUZLVH�QRWHG��WKH�DGGUHVV�RI�HDFK�LQGLYLGXDO�LV�F�R�$��$OWHUQDWLYH�&UHGLW�)XQG�����0DGLVRQ�6WUHHW��6XLWH������'HQYHU��&2�������

'(7(50,1$7,21�2)�1(7�$66(7�9$/8(
7KH�1$9�DQG�R൵HULQJ�SULFH��1$9�SOXV�DQ\�DSSOLFDEOH�VDOHV�FKDUJHV��RI�VKDUHV�LV�GHWHUPLQHG�DV�RI�WKH�FORVH�RI�WKH�1HZ�<RUN�6WRFN�
([FKDQJH��³1<6(´���QRUPDOO\������S�P��(DVWHUQ�7LPH��RQ�GDLO\�RQ�WKH�GD\V�WKDW�WKH�1<6(�LV�RSHQ�IRU�EXVLQHVV�DQG�DW�VXFK�RWKHU�
WLPHV�DV�GHWHUPLQHG�E\�WKH�%RDUG��1$9�SHU�VKDUH�LV�FRPSXWHG�E\�GHWHUPLQLQJ�WKH�DJJUHJDWH�PDUNHW�YDOXH�RI�DOO�DVVHWV�RI�WKH�)XQG�
OHVV�LWV�OLDELOLWLHV�GLYLGHG�E\�WKH�WRWDO�QXPEHU�RI�WKH�)XQG¶V�VKDUHV�RXWVWDQGLQJ���DVVHW�OLDELOLWLHV��QXPEHU�RI�VKDUHV 1$9�SHU�VKDUH��
DWWULEXWDEOH�WR�WKH�)XQG��7KH�1<6(�LV�FORVHG�RQ�ZHHNHQGV�DQG�1HZ�<HDU¶V�'D\��0DUWLQ�/XWKHU�.LQJ��-U��'D\��3UHVLGHQWV¶�'D\��
*RRG�)ULGD\��0HPRULDO�'D\��,QGHSHQGHQFH�'D\��/DERU�'D\��7KDQNVJLYLQJ�'D\�DQG�&KULVWPDV�'D\��7KH�1$9�WDNHV�LQWR�DFFRXQW�
WKH�H[SHQVHV�DQG�IHHV�RI�WKH�)XQG��LQFOXGLQJ�LQYHVWPHQW�DGYLVRU\��DGPLQLVWUDWLRQ��VKDUHKROGHU�VHUYLFLQJ��DQG�DQ\�GLVWULEXWLRQ�IHHV��
ZKLFK�DUH�DFFUXHG�GDLO\��7KH�GHWHUPLQDWLRQ�RI�1$9�RI�WKH�)XQG�IRU�D�SDUWLFXODU�GD\�LV�DSSOLFDEOH�WR�DOO�DSSOLFDWLRQV�IRU�WKH�SXUFKDVH�
RI�VKDUHV�UHFHLYHG�E\�WKH�)XQG��RU�DQ�DXWKRUL]HG�EURNHU�RU�DJHQW��RU�LWV�DXWKRUL]HG�GHVLJQHH��EHIRUH�WKH�FORVH�RI�WUDGLQJ�RQ�WKH�1<6(�
RQ�D�GD\�WKH�)XQG�FDOFXODWHV�LWV�1$9�

*HQHUDOO\��VHFXULWLHV�DUH�YDOXHG�HDFK�GD\�DW�WKH�ODVW�TXRWHG�VDOHV�SULFH�RQ�HDFK�VHFXULW\¶V�SULQFLSDO�H[FKDQJH��6HFXULWLHV�WUDGHG�RU�
GHDOW�LQ�XSRQ�RQH�RU�PRUH�VHFXULWLHV�H[FKDQJHV��ZKHWKHU�GRPHVWLF�RU�IRUHLJQ��IRU�ZKLFK�PDUNHW�TXRWDWLRQV�DUH�UHDGLO\�DYDLODEOH�DQG�
QRW�VXEMHFW�WR�UHVWULFWLRQV�DJDLQVW�UHVDOH�VKDOO�EH�YDOXHG�DW�WKH�ODVW�TXRWHG�VDOHV�SULFH�RQ�WKH�SULPDU\�H[FKDQJH�RU��LQ�WKH�DEVHQFH�RI�
D�VDOH�RQ�WKH�SULPDU\�H[FKDQJH��DW�WKH�PHDQ�EHWZHHQ�WKH�FXUUHQW�ELG�DQG�DVN�SULFHV�RQ�VXFK�H[FKDQJH��6HFXULWLHV�SULPDULO\�WUDGHG�
LQ�WKH�1DWLRQDO�$VVRFLDWLRQ�RI�6HFXULWLHV�'HDOHUV¶�$XWRPDWHG�4XRWDWLRQ�6\VWHP��³1$6'$4´��1DWLRQDO�0DUNHW�6\VWHP�IRU�ZKLFK�
PDUNHW�TXRWDWLRQV�DUH�UHDGLO\�DYDLODEOH�VKDOO�EH�YDOXHG�XVLQJ�WKH�1$6'$4�2൶FLDO�&ORVLQJ�3ULFH��6HFXULWLHV�WKDW�DUH�QRW�WUDGHG�
RU�GHDOW� LQ�DQ\�VHFXULWLHV�H[FKDQJH��ZKHWKHU�GRPHVWLF�RU�IRUHLJQ��DQG�IRU�ZKLFK�RYHU�WKH�FRXQWHU�PDUNHW�TXRWDWLRQV�DUH�UHDGLO\�
DYDLODEOH�JHQHUDOO\�VKDOO�EH�YDOXHG�DW�WKH�ODVW�VDOH�SULFH�RU��LQ�WKH�DEVHQFH�RI�D�UHFHQW�VDOH��DW�WKH�PHDQ�EHWZHHQ�WKH�FXUUHQW�ELG�DQG�
DVN�SULFH�RQ�VXFK�RYHU�WKH�FRXQWHU�PDUNHW�

'HEW�VHFXULWLHV�DQG�RWKHU�LQVWUXPHQWV�QRW�WUDGHG�RQ�DQ�H[FKDQJH�PD\�EH�YDOXHG�EDVHG�RQ�SULFHV�VXSSOLHG�E\�D�SULFLQJ�DJHQW�V���EDVHG�
RQ�EURNHU�RU�GHDOHU�VXSSOLHG�YDOXDWLRQV��EDVHG�RQ�PRGHO�SULFLQJ��RU�EDVHG�RQ�PDWUL[�SULFLQJ��ZKLFK�LV�D�PHWKRG�RI�YDOXLQJ�VHFXULWLHV�
RU�RWKHU�DVVHWV�E\�UHIHUHQFH�WR�WKH�YDOXH�RI�RWKHU�VHFXULWLHV�RU�RWKHU�DVVHWV�ZLWK�VLPLODU�FKDUDFWHULVWLFV��VXFK�DV�UDWLQJ��LQWHUHVW�UDWH�
DQG�PDWXULW\��,I�PDUNHW�TXRWDWLRQV�DUH�QRW�UHDGLO\�DYDLODEOH��VHFXULWLHV�RU�RWKHU�DVVHWV�ZLOO�EH�YDOXHG�DW�WKHLU�IDLU�PDUNHW�YDOXH�DV�
GHWHUPLQHG�XVLQJ�WKH�³IDLU�YDOXH´�SURFHGXUHV�DSSURYHG�E\�WKH�%RDUG��,Q�WKHVH�FDVHV��WKH�)XQG¶V�1$9�ZLOO�UHÀHFW�FHUWDLQ�SRUWIROLR�
LQYHVWPHQW¶V�IDLU�YDOXH�UDWKHU�WKDQ�WKHLU�PDUNHW�SULFH��)DLU�YDOXH�SULFLQJ�LQYROYHV�VXEMHFWLYH�MXGJPHQWV�DQG�LW�LV�SRVVLEOH�WKDW�WKH�IDLU�
YDOXH�GHWHUPLQHG�IRU�DQ�LQYHVWPHQW�PD\�EH�PDWHULDOO\�GL൵HUHQW�WKDQ�WKH�YDOXH�WKDW�FRXOG�EH�UHDOL]HG�XSRQ�WKH�VDOH�RI�WKDW�LQYHVWPHQW��
7KH�IDLU�YDOXH�SULFHV�FDQ�GL൵HU�IURP�PDUNHW�SULFHV�ZKHQ�WKH\�EHFRPH�DYDLODEOH�RU�ZKHQ�D�SULFH�EHFRPHV�DYDLODEOH�

7KH�$GYLVHU�ZLOO�SUHSDUH��DQG�WKH�%RDUG�ZLOO�RYHUVHH��WKH�YDOXDWLRQ�RI�WKH�)XQG¶V�DVVHWV�LQ�DFFRUGDQFH�ZLWK�WKH�YDOXDWLRQ�SURFHGXUHV�
DSSURYHG�E\�WKH�%RDUG��WKH�³9DOXDWLRQ�3URFHGXUHV´���,Q�WKH�FDVH�RI�VHFXULWLHV�RU�RWKHU�LQVWUXPHQWV�IRU�ZKLFK�PDUNHW�TXRWDWLRQV�DUH�
QRW�UHDGLO\�DYDLODEOH��WKH�)XQG¶V�)DLU�9DOXH�&RPPLWWHH��FRPSULVHG�RI�WKH�)XQG¶V�7UHDVXUHU�DQG�UHSUHVHQWDWLYHV�RI�WKH�$GYLVHU��ZLOO�
RYHUVHH�VXFK�YDOXDWLRQV��ZKLFK�VKDOO�EH�UHSRUWHG�WR�WKH�%RDUG�RQ�D�TXDUWHUO\�EDVLV�

7KH�)XQG�PD\�XVH�LQGHSHQGHQW�SULFLQJ�VHUYLFHV�WR�DVVLVW�LQ�FDOFXODWLQJ�WKH�YDOXH�RI�FHUWDLQ�RI�WKH�)XQG¶V�LQYHVWPHQWV��7KH�$GYLVHU�
KDV�HQJDJHG�RQH�RU�PRUH�LQGHSHQGHQW�WKLUG�SDUW\�YDOXDWLRQ�VSHFLDOLVWV�WR�DVVLVW�LQ�YDOXLQJ�VXFK�VHFXULWLHV�LQ�FHUWDLQ�FLUFXPVWDQFHV�
ZKHUH�D�PDUNHW�SULFH�LV�QRW�UHDGLO\�DYDLODEOH�

$OO�RI�WKHVH�IDFWRUV�PD\�EH�VXEMHFW�WR�DGMXVWPHQWV�EDVHG�XSRQ�WKH�SDUWLFXODU�FLUFXPVWDQFHV�RI�DQ�LQYHVWPHQW�RU�WKH�)XQG¶V�DFWXDO�
LQYHVWPHQW�SRVLWLRQ�

%HFDXVH�WKH�)XQG�PD\�LQYHVW�LQ�IRUHLJQ�VHFXULWLHV�WKDW�DUH�SULPDULO\�OLVWHG�RQ�IRUHLJQ�H[FKDQJHV�WKDW�PD\�WUDGH�RQ�ZHHNHQGV�RU�
RWKHU�GD\V�ZKHQ�WKH�)XQG�GRHV�QRW�SULFH�LWV�VKDUHV��WKH�YDOXH�RI�WKH�)XQG¶V�SRUWIROLR�PD\�FKDQJH�RQ�GD\V�ZKHQ�\RX�PD\�QRW�EH�DEOH�
WR�EX\�)XQG�VKDUHV�RU�KDYH�WKHP�UHSXUFKDVHG��,Q�FRPSXWLQJ�WKH�1$9�RI�WKH�)XQG��WKH�$GYLVHU�YDOXHV�IRUHLJQ�VHFXULWLHV�KHOG�E\�



 
��

WKH�)XQG�DW�WKH�ODWHVW�FORVLQJ�SULFH�RQ�WKH�H[FKDQJH�LQ�ZKLFK�WKH\�DUH�WUDGHG�LPPHGLDWHO\�SULRU�WR�FORVLQJ�RI�WKH�1<6(��3ULFHV�RI�
IRUHLJQ�VHFXULWLHV�TXRWHG�LQ�IRUHLJQ�FXUUHQFLHV�DUH�WUDQVODWHG�LQWR�8�6��GROODUV�DW�FXUUHQW�UDWHV��,I�HYHQWV�PDWHULDOO\�D൵HFWLQJ�WKH�YDOXH�
RI�D�VHFXULW\�LQ�WKH�)XQG¶V�SRUWIROLR�RFFXU�EHIRUH�WKH�)XQG�SULFHV�LWV�VKDUHV��WKH�VHFXULW\�ZLOO�EH�YDOXHG�DW�IDLU�YDOXH��)RU�H[DPSOH��LI�
WUDGLQJ�LQ�D�SRUWIROLR�VHFXULW\�LV�KDOWHG�DQG�GRHV�QRW�UHVXPH�EHIRUH�WKH�)XQG�FDOFXODWHV�LWV�1$9��WKH�$GYLVHU�PD\�QHHG�WR�SULFH�WKH�
VHFXULW\�XVLQJ�WKH�)XQG¶V�IDLU�YDOXH�SULFLQJ�JXLGHOLQHV��:LWKRXW�D�IDLU�YDOXH�SULFH��VKRUW�WHUP�WUDGHUV�FRXOG�WDNH�DGYDQWDJH�RI�WKH�
DUELWUDJH�RSSRUWXQLW\�DQG�GLOXWH�WKH�1$9�RI�ORQJ�WHUP�LQYHVWRUV��)DLU�YDOXDWLRQ�RI�WKH�)XQG¶V�SRUWIROLR�VHFXULWLHV�FDQ�VHUYH�WR�UHGXFH�
DUELWUDJH�RSSRUWXQLWLHV�DYDLODEOH�WR�VKRUW�WHUP�WUDGHUV��EXW�WKHUH�LV�QR�DVVXUDQFH�WKDW�IDLU�YDOXH�SULFLQJ�SROLFLHV�ZLOO�SUHYHQW�GLOXWLRQ�
RI�WKH�)XQG¶V�1$9�E\�VKRUW�WHUP�WUDGHUV�

:LWK�UHVSHFW� WR�DQ\�SRUWLRQ�RI� WKH�)XQG¶V�DVVHWV� WKDW�DUH� LQYHVWHG�LQ�RQH�RU�PRUH�RSHQ�HQG�PDQDJHPHQW� LQYHVWPHQW�FRPSDQLHV�
WKDW�DUH�UHJLVWHUHG�XQGHU�WKH������$FW��WKH�)XQG¶V�1$9�LV�FDOFXODWHG�EDVHG�XSRQ�WKH�QHW�DVVHW�YDOXHV�RI�WKH�UHJLVWHUHG�RSHQ�HQG�
PDQDJHPHQW�LQYHVWPHQW�FRPSDQLHV�LQ�ZKLFK�HDFK�)XQG�LQYHVWV��DQG�WKH�SURVSHFWXVHV�IRU�WKHVH�FRPSDQLHV�H[SODLQ�WKH�FLUFXPVWDQFHV�
XQGHU�ZKLFK�WKRVH�FRPSDQLHV�ZLOO�XVH�IDLU�YDOXH�SULFLQJ�DQG�WKH�H൵HFWV�RI�XVLQJ�IDLU�YDOXH�SULFLQJ�

&21)/,&76�2)�,17(5(67
$V� D� JHQHUDO�PDWWHU�� FHUWDLQ� FRQÀLFWV� RI� LQWHUHVW�PD\� DULVH� LQ� FRQQHFWLRQ�ZLWK� D� SRUWIROLR�PDQDJHU¶V�PDQDJHPHQW� RI� D� IXQG¶V�
LQYHVWPHQWV��RQ�WKH�RQH�KDQG��DQG�WKH�LQYHVWPHQWV�RI�RWKHU�DFFRXQWV�IRU�ZKLFK�WKH�SRUWIROLR�PDQDJHU�LV�UHVSRQVLEOH��RQ�WKH�RWKHU��
)RU�H[DPSOH��LW�LV�SRVVLEOH�WKDW�WKH�YDULRXV�DFFRXQWV�PDQDJHG�FRXOG�KDYH�GL൵HUHQW�LQYHVWPHQW�VWUDWHJLHV�WKDW��DW�WLPHV��PLJKW�FRQÀLFW�
ZLWK�RQH�DQRWKHU�WR�WKH�SRVVLEOH�GHWULPHQW�RI�WKH�)XQG��$OWHUQDWLYHO\��WR�WKH�H[WHQW�WKDW�WKH�VDPH�LQYHVWPHQW�RSSRUWXQLWLHV�PLJKW�EH�
GHVLUDEOH�IRU�PRUH�WKDQ�RQH�DFFRXQW��SRVVLEOH�FRQÀLFWV�FRXOG�DULVH�LQ�GHWHUPLQLQJ�KRZ�WR�DOORFDWH�WKHP��2WKHU�SRWHQWLDO�FRQÀLFWV�
PLJKW� LQFOXGH�FRQÀLFWV�FUHDWHG�E\�VSHFL¿F�SRUWIROLR�PDQDJHU�FRPSHQVDWLRQ�DUUDQJHPHQWV�� DQG�FRQÀLFWV� UHODWLQJ� WR� VHOHFWLRQ�RI�
VHUYLFH�SURYLGHUV��LQFOXGLQJ�ORDQ�VHUYLFHU��FXVWRGLDQ��DQG�EURNHUV�RU�GHDOHUV�WR�H[HFXWH�)XQG�SRUWIROLR�WUDGHV�DQG�RU�VSHFL¿F�XVHV�
RI�FRPPLVVLRQV�IURP�)XQG�SRUWIROLR�WUDGHV��IRU�H[DPSOH��UHVHDUFK��RU�³VRIW�GROODUV�´�LI�DQ\���6RPH�RI�WKHVH�VHUYLFH�SURYLGHUV�PD\�
EH�D൶OLDWHG�ZLWK�WKH�$GYLVHU��7KH�$GYLVHU�KDV�DGRSWHG�SROLFLHV�DQG�SURFHGXUHV�LQ�D�PDQQHU�UHDVRQDEO\�GHVLJQHG�WR�VDIHJXDUG�WKH�
)XQG�IURP�EHLQJ�QHJDWLYHO\�D൵HFWHG�DV�D�UHVXOW�RI�DQ\�VXFK�SRWHQWLDO�FRQÀLFWV��7KHVH�SROLFLHV�DQG�SURFHGXUHV�JHQHUDOO\�UHTXLUH�
WKDW�WKH�$GYLVHU�GLVWULEXWHV�LQYHVWPHQW�RSSRUWXQLWLHV�DPRQJ�FOLHQW�DFFRXQWV�LQ�D�IDLU�DQG�HTXLWDEOH�PDQQHU��e.g., RQ�D�SUR�UDWD�RU�
URWDWLRQDO�EDVLV��UHODWLYH�WR�WKH�VL]H�RI�WKH�RUGHU��DQG�VHHN�EHVW�H[HFXWLRQ�IRU�VHFXULWLHV�WUDQVDFWLRQV�H[HFXWHG�RQ�WKH�)XQG¶V�EHKDOI��
2SSRUWXQLWLHV�DUH�JHQHUDOO\�DOORFDWHG�RQ�WKH�EDVLV�RI�FDSLWDO�DYDLODEOH�IRU�VXFK�LQYHVWPHQWV�DQG�RWKHU�UHOHYDQW�IDFWRUV�SDUWLFXODU�WR�
WKH�DFFRXQWV��LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��LQYHVWPHQW�UHVWULFWLRQV��WD[�DQG�8�6��(PSOR\HH�5HWLUHPHQW�,QFRPH�6HFXULW\�$FW�RI�������
DV�DPHQGHG��³(5,6$´���FRQVLGHUDWLRQV�DQG�RWKHU�UHJXODWRU\�FRQVLGHUDWLRQV��ULVN�SDUDPHWHUV��H[LVWHQFH�RI�D�SUH�H[LVWLQJ�SRVLWLRQ��
GHVLUH�WR�DYRLG�FUHDWLRQ�RI�RGG�ORW�SRVLWLRQV��GH�PLQLPLV�DOORFDWLRQV��DQG�RWKHU�IDFWRUV�LQFOXGLQJ�WKH�DSSURSULDWH�RYHUDOO�FRPSRVLWLRQ�
RI�HDFK�SRUWIROLR�

$V�D�FORVHG�HQG�LQYHVWPHQW�FRPSDQ\��WKH�)XQG�PD\�EH�OLPLWHG�LQ�LWV�DELOLW\�WR�LQYHVW�LQ�DQ\�SRUWIROLR�FRPSDQ\�LQ�ZKLFK�DQ�D൶OLDWHV¶�
RWKHU�FOLHQW�KDV�DQ�LQYHVWPHQW��7KH�)XQG�PD\�DOVR�EH�OLPLWHG�LQ�LWV�DELOLW\�WR�FR�LQYHVW�LQ�D�SRUWIROLR�FRPSDQ\�ZLWK�WKH�$GYLVHU�RU�
RQH�RU�PRUH�RI�LWV�D൶OLDWHV��6RPH�RI�WKHVH�FR�LQYHVWPHQWV�ZRXOG�RQO\�EH�SHUPLWWHG�SXUVXDQW�WR�DQ�H[HPSWLYH�RUGHU�IURP�WKH�6(&��
)RU�DGGLWLRQDO�LQIRUPDWLRQ�DERXW�FRQÀLFWV�RI�LQWHUHVW�UHOHYDQW�WR�WKH�)XQG��VHH�³&RQÀLFWV�RI�,QWHUHVW´�LQ�WKH�6$,�

48$57(5/<�5(385&+$6(6�2)�6+$5(6
2QFH�HDFK�TXDUWHU��WKH�)XQG�ZLOO�R൵HU�WR�UHSXUFKDVH�DW�1$9�QR�OHVV�WKDQ����RI�WKH�RXWVWDQGLQJ�VKDUHV�RI�WKH�)XQG��XQOHVV�VXFK�
R൵HU� LV�VXVSHQGHG�RU�SRVWSRQHG�LQ�DFFRUGDQFH�ZLWK�UHJXODWRU\�UHTXLUHPHQWV��DV�GLVFXVVHG�EHORZ���7KH�R൵HU� WR�SXUFKDVH�VKDUHV�
LV�D�IXQGDPHQWDO�SROLF\�WKDW�PD\�QRW�EH�FKDQJHG�ZLWKRXW�WKH�YRWH�RI�WKH�KROGHUV�RI�D�PDMRULW\�RI�WKH�)XQG¶V�RXWVWDQGLQJ�YRWLQJ�
VHFXULWLHV��DV�GH¿QHG�LQ�WKH������$FW���6KDUHKROGHUV�ZLOO�EH�QRWL¿HG�LQ�ZULWLQJ�RI�HDFK�TXDUWHUO\�UHSXUFKDVH�R൵HU�DQG�WKH�GDWH�WKH�
UHSXUFKDVH�R൵HU�HQGV��WKH�³5HSXUFKDVH�5HTXHVW�'HDGOLQH´���6KDUHV�ZLOO�EH�UHSXUFKDVHG�DW�WKH�1$9�SHU�VKDUH�GHWHUPLQHG�DV�RI�WKH�
FORVH�RI�UHJXODU�WUDGLQJ�RQ�WKH�1<6(�QR�ODWHU�WKDQ�WKH���WK�GD\�DIWHU�WKH�5HSXUFKDVH�5HTXHVW�'HDGOLQH��RU�WKH�QH[W�EXVLQHVV�GD\�LI�
WKH���WK�GD\�LV�QRW�D�EXVLQHVV�GD\��HDFK�D�³5HSXUFKDVH�3ULFLQJ�'DWH´��

6KDUHKROGHUV�ZLOO�EH�QRWL¿HG�LQ�ZULWLQJ�DERXW�HDFK�TXDUWHUO\�UHSXUFKDVH�R൵HU��KRZ�WKH\�PD\�UHTXHVW�WKDW�WKH�)XQG�UHSXUFKDVH�WKHLU�
VKDUHV�DQG� WKH�5HSXUFKDVH�5HTXHVW�'HDGOLQH��6KDUHV� WHQGHUHG�IRU� UHSXUFKDVH�E\�VKDUHKROGHUV�SULRU� WR�DQ\�5HSXUFKDVH�5HTXHVW�
'HDGOLQH�ZLOO�EH�UHSXUFKDVHG�VXEMHFW�WR�WKH�DJJUHJDWH�UHSXUFKDVH�DPRXQWV�HVWDEOLVKHG�IRU�WKDW�5HSXUFKDVH�5HTXHVW�'HDGOLQH��7KH�
WLPH�EHWZHHQ�WKH�QRWL¿FDWLRQ�WR�VKDUHKROGHUV�DQG�WKH�5HSXUFKDVH�5HTXHVW�'HDGOLQH�LV�JHQHUDOO\����GD\V��EXW�PD\�YDU\�IURP�QR�
PRUH�WKDQ����GD\V�WR�QR�OHVV�WKDQ����GD\V��3D\PHQW�SXUVXDQW�WR�WKH�UHSXUFKDVH�ZLOO�EH�PDGH�E\�FKHFNV�WR�WKH�VKDUHKROGHU¶V�DGGUHVV�
RI�UHFRUG��RU�FUHGLWHG�GLUHFWO\�WR�D�SUHGHWHUPLQHG�EDQN�DFFRXQW�RQ�WKH�5HSXUFKDVH�3D\PHQW�'HDGOLQH��ZKLFK�ZLOO�EH�QR�PRUH�WKDQ�
VHYHQ�GD\V�DIWHU�WKH�5HSXUFKDVH�3ULFLQJ�'DWH��7KH�%RDUG�PD\�HVWDEOLVK�RWKHU�SROLFLHV�IRU�UHSXUFKDVHV�RI�VKDUHV�WKDW�DUH�FRQVLVWHQW�
ZLWK�WKH������$FW��UHJXODWLRQV�WKHUHXQGHU�DQG�RWKHU�SHUWLQHQW�ODZV�



  
��

'HWHUPLQDWLRQ�RI�5HSXUFKDVH�2൵HU�$PRXQW
7KH�%RDUG�RI�7UXVWHHV��RU�D�FRPPLWWHH�WKHUHRI��LQ�LWV�VROH�GLVFUHWLRQ��ZLOO�GHWHUPLQH�WKH�QXPEHU�RI�VKDUHV�WKDW�WKH�)XQG�ZLOO�R൵HU�
WR�UHSXUFKDVH��WKH�³5HSXUFKDVH�2൵HU�$PRXQW´��IRU�D�JLYHQ�5HSXUFKDVH�5HTXHVW�'HDGOLQH��7KH�5HSXUFKDVH�2൵HU�$PRXQW�ZLOO�EH�
QR�OHVV�WKDQ����DQG�QR�PRUH�WKDQ�����RI�WKH�WRWDO�QXPEHU�RI�VKDUHV�RXWVWDQGLQJ�RQ�WKH�5HSXUFKDVH�5HTXHVW�'HDGOLQH��+RZHYHU��
LQYHVWRUV�VKRXOG�QRW�DVVXPH�WKDW�DQ\�UHSXUFKDVH�R൵HUV�ZLOO�EH�PDGH�LQ�DPRXQWV�LQ�H[FHVV�RI����RI�)XQG�VKDUHV�

,I�VKDUHKROGHUV�WHQGHU�IRU�UHSXUFKDVH�PRUH�WKDQ�WKH�5HSXUFKDVH�2൵HU�$PRXQW�IRU�D�JLYHQ�UHSXUFKDVH�R൵HU��WKH�)XQG�ZLOO�UHSXUFKDVH�
WKH�VKDUHV�RQ�D�SUR�UDWD�EDVLV��+RZHYHU��WKH�)XQG�PD\�DFFHSW�DOO�VKDUHV�WHQGHUHG�IRU�UHSXUFKDVH�E\�VKDUHKROGHUV�ZKR�RZQ�OHVV�WKDQ�
RQH�KXQGUHG�VKDUHV�DQG�ZKR�WHQGHU�DOO�RI�WKHLU�VKDUHV��EHIRUH�SURUDWLQJ�RWKHU�DPRXQWV�WHQGHUHG��,Q�DGGLWLRQ��WKH�)XQG�ZLOO�DFFHSW�WKH�
WRWDO�QXPEHU�RI�VKDUHV�WHQGHUHG�LQ�FRQQHFWLRQ�ZLWK�UHTXLUHG�PLQLPXP�GLVWULEXWLRQV�IURP�DQ�,5$�RU�RWKHU�TXDOL¿HG�UHWLUHPHQW�SODQ��
,W�LV�WKH�VKDUHKROGHU¶V�REOLJDWLRQ�WR�ERWK�QRWLI\�DQG�SURYLGH�WKH�)XQG�VXSSRUWLQJ�GRFXPHQWDWLRQ�RI�D�UHTXLUHG�PLQLPXP�GLVWULEXWLRQ�
IURP�DQ�,5$�RU�RWKHU�TXDOL¿HG�UHWLUHPHQW�SODQ�

1RWLFH�WR�6KDUHKROGHUV
$SSUR[LPDWHO\����GD\V��EXW�QR�OHVV�WKDQ����GD\V�DQG�PRUH�WKDQ����GD\V��EHIRUH�HDFK�5HSXUFKDVH�5HTXHVW�'HDGOLQH��WKH�)XQG�VKDOO�
VHQG�WR�HDFK�VKDUHKROGHU�RI�UHFRUG�DQG�WR�HDFK�EHQH¿FLDO�RZQHU�RI�WKH�VKDUHV�WKDW�DUH�WKH�VXEMHFW�RI�WKH�UHSXUFKDVH�R൵HU�D�QRWL¿FDWLRQ�
�³6KDUHKROGHU�1RWL¿FDWLRQ´���7KH� 6KDUHKROGHU�1RWL¿FDWLRQ� FRQWDLQV� LPSRUWDQW� LQIRUPDWLRQ� UHJDUGLQJ� GDWHV� DQG� WKH� SURFHGXUHV�
DSSOLFDEOH�WR�VKDUHKROGHUV�ZKR�ZLVK�WR�SDUWLFLSDWH�LQ�D�TXDUWHUO\�UHSXUFKDVH�R൵HU�

5HSXUFKDVH�3ULFH
7KH�UHSXUFKDVH�SULFH�RI�WKH�VKDUHV�ZLOO�EH�WKH�1$9�DV�RI�WKH�FORVH�RI�UHJXODU�WUDGLQJ�RQ�WKH�1<6(�RQ�WKH�5HSXUFKDVH�3ULFLQJ�'DWH��
<RX�PD\�FDOO����������������WR�OHDUQ�WKH�1$9��&XUUHQWO\��WKH�%RDUG�KDV�GHWHUPLQHG�WKDW�WKH�)XQG¶V�1$9�VKDOO�EH�GHWHUPLQHG�GDLO\�
IROORZLQJ�WKH�FORVH�RI�WKH�1HZ�<RUN�6WRFN�([FKDQJH��7KH�QRWLFH�RI�WKH�UHSXUFKDVH�R൵HU�DOVR�ZLOO�SURYLGH�LQIRUPDWLRQ�FRQFHUQLQJ�
WKH�1$9��VXFK�DV�WKH�1$9�DV�RI�D�UHFHQW�GDWH�RU�D�VDPSOLQJ�RI�UHFHQW�1$9V��DQG�D�WROO�IUHH�QXPEHU�IRU�LQIRUPDWLRQ�UHJDUGLQJ�WKH�
UHSXUFKDVH�R൵HU�

5HSXUFKDVH�$PRXQWV�DQG�3D\PHQW�RI�3URFHHGV
6KDUHV� WHQGHUHG� IRU� UHSXUFKDVH� E\� VKDUHKROGHUV� SULRU� WR� DQ\�5HSXUFKDVH�5HTXHVW�'HDGOLQH�ZLOO� EH� UHSXUFKDVHG� VXEMHFW� WR� WKH�
DJJUHJDWH�5HSXUFKDVH�2൵HU�$PRXQW�HVWDEOLVKHG�IRU�WKDW�5HSXUFKDVH�5HTXHVW�'HDGOLQH��7KH�)XQG�VKDOO�SHUPLW�UHSXUFKDVH�UHTXHVWV�
WR�EH�ZLWKGUDZQ�RU�PRGL¿HG�DW�DQ\�WLPH�XQWLO� WKH�5HSXUFKDVH�5HTXHVW�'HDGOLQH��EXW�VKDOO�QRW�SHUPLW�UHSXUFKDVH�UHTXHVWV�WR�EH�
ZLWKGUDZQ�RU�PRGL¿HG�DIWHU�WKH�5HSXUFKDVH�5HTXHVW�'HDGOLQH��3D\PHQW�SXUVXDQW�WR�WKH�UHSXUFKDVH�R൵HU�ZLOO�EH�PDGH�E\�FKHFN�
WR�WKH�VKDUHKROGHU¶V�DGGUHVV�RI�UHFRUG��RU�FUHGLWHG�GLUHFWO\�WR�D�SUHGHWHUPLQHG�EDQN�DFFRXQW�RQ�WKH�5HSXUFKDVH�3D\PHQW�'HDGOLQH��
ZKLFK�ZLOO�EH�QR�PRUH�WKDQ�VHYHQ�GD\V�DIWHU�WKH�5HSXUFKDVH�3ULFLQJ�'DWH��7KH�%RDUG�PD\�HVWDEOLVK�RWKHU�SROLFLHV�IRU�UHSXUFKDVHV�
RI�VKDUHV�WKDW�DUH�FRQVLVWHQW�ZLWK�WKH������$FW��UHJXODWLRQV�WKHUHXQGHU�DQG�RWKHU�SHUWLQHQW�ODZV�

,I� VKDUHKROGHUV� WHQGHU� IRU� UHSXUFKDVH�PRUH� WKDQ� WKH�5HSXUFKDVH�2൵HU�$PRXQW� IRU�D�JLYHQ� UHSXUFKDVH�R൵HU�� WKH�)XQG�PD\��EXW�
LV� QRW� UHTXLUHG� WR�� UHSXUFKDVH� DQ� DGGLWLRQDO� DPRXQW� RI� VKDUHV� QRW� WR� H[FHHG� ���RI� WKH� RXWVWDQGLQJ� VKDUHV� RI� WKH� )XQG� RQ� WKH�
5HSXUFKDVH�5HTXHVW�'HDGOLQH��,I�WKH�)XQG�GHWHUPLQHV�QRW�WR�UHSXUFKDVH�PRUH�WKDQ�WKH�5HSXUFKDVH�2൵HU�$PRXQW��RU�LI�VKDUHKROGHUV�
WHQGHU�VKDUHV�LQ�DQ�DPRXQW�H[FHHGLQJ�WKH�5HSXUFKDVH�2൵HU�$PRXQW�SOXV����RI�WKH�RXWVWDQGLQJ�VKDUHV�RQ�WKH�5HSXUFKDVH�5HTXHVW�
'HDGOLQH��WKH�)XQG�ZLOO�UHSXUFKDVH�WKH�VKDUHV�RQ�D�SUR�UDWD�EDVLV��+RZHYHU��WKH�)XQG�PD\�DFFHSW�DOO�VKDUHV�WHQGHUHG�IRU�UHSXUFKDVH�
E\�VKDUHKROGHUV�ZKR�RZQ�OHVV�WKDQ�RQH�KXQGUHG�VKDUHV�DQG�ZKR�WHQGHU�DOO�RI�WKHLU�VKDUHV��EHIRUH�SURUDWLQJ�RWKHU�DPRXQWV�WHQGHUHG�

6XVSHQVLRQ�RU�3RVWSRQHPHQW�RI�5HSXUFKDVH�2൵HU
7KH�)XQG�PD\�VXVSHQG�RU�SRVWSRQH�D�UHSXUFKDVH�R൵HU�RQO\���D��LI�PDNLQJ�RU�H൵HFWLQJ�WKH�UHSXUFKDVH�R൵HU�ZRXOG�FDXVH�WKH�)XQG�WR�
ORVH�LWV�VWDWXV�DV�D�UHJXODWHG�LQYHVWPHQW�FRPSDQ\��³5,&´��XQGHU�WKH�&RGH���E��IRU�DQ\�SHULRG�GXULQJ�ZKLFK�WKH�1<6(�RU�DQ\�PDUNHW�
RQ�ZKLFK�WKH�VHFXULWLHV�RZQHG�E\�WKH�)XQG�DUH�SULQFLSDOO\�WUDGHG�LV�FORVHG��RWKHU�WKDQ�FXVWRPDU\�ZHHNHQG�DQG�KROLGD\�FORVLQJV��RU�
GXULQJ�ZKLFK�WUDGLQJ�LQ�VXFK�PDUNHW�LV�UHVWULFWHG���F��IRU�DQ\�SHULRG�GXULQJ�ZKLFK�DQ�HPHUJHQF\�H[LVWV�DV�D�UHVXOW�RI�ZKLFK�GLVSRVDO�
E\�WKH�)XQG�RI�VHFXULWLHV�RZQHG�E\�LW�LV�QRW�UHDVRQDEO\�SUDFWLFDEOH��RU�GXULQJ�ZKLFK�LW�LV�QRW�UHDVRQDEO\�SUDFWLFDEOH�IRU�WKH�)XQG�
IDLUO\�WR�GHWHUPLQH�WKH�YDOXH�RI�LWV�QHW�DVVHWV��RU��G��IRU�VXFK�RWKHU�SHULRGV�DV�WKH�&RPPLVVLRQ�PD\�E\�RUGHU�SHUPLW�IRU�WKH�SURWHFWLRQ�
RI�VKDUHKROGHUV�RI�WKH�)XQG�

/LTXLGLW\�5HTXLUHPHQWV
7KH�)XQG�PXVW�PDLQWDLQ�OLTXLG�DVVHWV�HTXDO�WR�WKH�5HSXUFKDVH�2൵HU�$PRXQW�IURP�WKH�WLPH�WKDW�WKH�QRWLFH�LV�VHQW�WR�VKDUHKROGHUV�
XQWLO�WKH�5HSXUFKDVH�3ULFLQJ�'DWH��7KH�)XQG�ZLOO�HQVXUH�WKDW�D�SHUFHQWDJH�RI�LWV�QHW�DVVHWV�HTXDO�WR�DW�OHDVW������RI�WKH�5HSXUFKDVH�
2൵HU�$PRXQW�FRQVLVWV�RI�DVVHWV�WKDW�FDQ�EH�VROG�RU�GLVSRVHG�RI�LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV�DW�DSSUR[LPDWHO\�WKH�SULFH�DW�ZKLFK�
WKH�)XQG�KDV�YDOXHG�WKH�LQYHVWPHQW�ZLWKLQ�WKH�WLPH�SHULRG�EHWZHHQ�WKH�5HSXUFKDVH�5HTXHVW�'HDGOLQH�DQG�WKH�5HSXUFKDVH�3D\PHQW�
'HDGOLQH��7KH�%RDUG�RI�7UXVWHHV�KDV�DGRSWHG�SURFHGXUHV�WKDW�DUH�UHDVRQDEO\�GHVLJQHG�WR�HQVXUH�WKDW�WKH�)XQG¶V�DVVHWV�DUH�VX൶FLHQWO\�
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OLTXLG�VR�WKDW�WKH�)XQG�FDQ�FRPSO\�ZLWK�WKH�UHSXUFKDVH�R൵HU�DQG�WKH�OLTXLGLW\�UHTXLUHPHQWV�GHVFULEHG�LQ�WKH�SUHYLRXV�SDUDJUDSK��,I��
DW�DQ\�WLPH��WKH�)XQG�IDOOV�RXW�RI�FRPSOLDQFH�ZLWK�WKHVH�OLTXLGLW\�UHTXLUHPHQWV��WKH�%RDUG�RI�7UXVWHHV�ZLOO�WDNH�ZKDWHYHU�DFWLRQ�LW�
GHHPV�DSSURSULDWH�WR�HQVXUH�FRPSOLDQFH�

&RQVHTXHQFHV�RI�5HSXUFKDVH�2൵HUV
5HSXUFKDVH�R൵HUV�ZLOO� W\SLFDOO\�EH�IXQGHG�IURP�DYDLODEOH�FDVK�RU�VDOHV�RI�SRUWIROLR�VHFXULWLHV��3D\PHQW�IRU�UHSXUFKDVHG�VKDUHV��
KRZHYHU��PD\�UHTXLUH�WKH�)XQG�WR�OLTXLGDWH�SRUWIROLR�KROGLQJV�HDUOLHU�WKDQ�WKH�$GYLVHU�RWKHUZLVH�ZRXOG��WKXV�LQFUHDVLQJ�WKH�)XQG¶V�
SRUWIROLR�WXUQRYHU�DQG�SRWHQWLDOO\�FDXVLQJ�WKH�)XQG�WR�UHDOL]H�ORVVHV��7KH�$GYLVHU�LQWHQGV�WR�WDNH�PHDVXUHV�WR�DWWHPSW�WR�DYRLG�RU�
PLQLPL]H�VXFK�SRWHQWLDO�ORVVHV�DQG�WXUQRYHU��DQG�LQVWHDG�RI�OLTXLGDWLQJ�SRUWIROLR�KROGLQJV��PD\�ERUURZ�PRQH\�RU�XVH�SURFHHGV�IURP�
WKH�LVVXDQFH�RI�VKDUHV�RI�SUHIHUUHG�VWRFN�WR�¿QDQFH�UHSXUFKDVHV�RI�VKDUHV��,I�WKH�)XQG�ERUURZV�WR�¿QDQFH�UHSXUFKDVHV��LQWHUHVW�RQ�
WKDW�ERUURZLQJ�ZLOO�QHJDWLYHO\�D൵HFW�VKDUHKROGHUV�ZKR�GR�QRW�WHQGHU�WKHLU�VKDUHV�LQ�D�UHSXUFKDVH�R൵HU�E\�LQFUHDVLQJ�WKH�)XQG¶V�
H[SHQVHV�DQG�UHGXFLQJ�DQ\�QHW�LQYHVWPHQW�LQFRPH��7R�WKH�H[WHQW�WKH�)XQG�¿QDQFHV�UHSXUFKDVH�DPRXQWV�E\�VHOOLQJ�)XQG�LQYHVWPHQWV��
WKH�)XQG�PD\�KROG�D�ODUJHU�SURSRUWLRQ�RI�LWV�DVVHWV�LQ�OHVV�OLTXLG�VHFXULWLHV��7KH�VDOH�RI�SRUWIROLR�VHFXULWLHV�WR�IXQG�UHSXUFKDVHV�DOVR�
FRXOG�UHGXFH�WKH�PDUNHW�SULFH�RI�WKRVH�XQGHUO\LQJ�VHFXULWLHV��ZKLFK�LQ�WXUQ�ZRXOG�UHGXFH�WKH�)XQG¶V�1$9�

5HSXUFKDVH�RI�WKH�)XQG¶V�VKDUHV�ZLOO�WHQG�WR�UHGXFH�WKH�DPRXQW�RI�RXWVWDQGLQJ�VKDUHV�DQG��GHSHQGLQJ�XSRQ�WKH�)XQG¶V�LQYHVWPHQW�
SHUIRUPDQFH��LWV�QHW�DVVHWV��$�UHGXFWLRQ�LQ�WKH�)XQG¶V�QHW�DVVHWV�ZRXOG�LQFUHDVH�WKH�)XQG¶V�H[SHQVH�UDWLR��WR�WKH�H[WHQW�WKDW�DGGLWLRQDO�
VKDUHV�DUH�QRW�VROG�DQG�H[SHQVHV�RWKHUZLVH�GHFUHDVH�OHVV�WKDQ�SURSRUWLRQDOO\��RU�LQFUHDVH���,Q�DGGLWLRQ��WKH�UHSXUFKDVH�RI�VKDUHV�E\�
WKH�)XQG�ZLOO�EH�D�WD[DEOH�HYHQW�WR�VKDUHKROGHUV�

7KH�)XQG�LV�LQWHQGHG�DV�D�ORQJ�WHUP�LQYHVWPHQW��7KH�)XQG¶V�TXDUWHUO\�UHSXUFKDVH�R൵HUV�DUH�D�VKDUHKROGHU¶V�RQO\�PHDQV�RI�OLTXLGLW\�
ZLWK� UHVSHFW� WR�KLV�RU�KHU� VKDUHV��6KDUHKROGHUV�KDYH�QR� ULJKWV� WR� UHGHHP�RU� WUDQVIHU� WKHLU� VKDUHV��RWKHU� WKDQ� OLPLWHG� ULJKWV�RI� D�
VKDUHKROGHU¶V�GHVFHQGDQWV�WR�WUDQVIHU�VKDUHV�LQ�WKH�HYHQW�RI�VXFK�VKDUHKROGHU¶V�GHDWK�SXUVXDQW�WR�FHUWDLQ�FRQGLWLRQV�DQG�UHVWULFWLRQV��
7KH�VKDUHV�DUH�QRW�WUDGHG�RQ�D�QDWLRQDO�VHFXULWLHV�H[FKDQJH�DQG�QR�VHFRQGDU\�PDUNHW�H[LVWV�IRU�WKH�VKDUHV��QRU�GRHV�WKH�)XQG�H[SHFW�
D�VHFRQGDU\�PDUNHW�IRU�LWV�VKDUHV�WR�H[LVW�LQ�WKH�IXWXUH�

)RU�DGGLWLRQDO�LQIRUPDWLRQ�DERXW�WKH�)XQG¶V�TXDUWHUO\�UHSXUFKDVH�R൵HUV��VHH�³4XDUWHUO\�5HSXUFKDVH�2ৼHUV´�LQ�WKH�6$,�

',675,%87,21�32/,&<
7KH� )XQG¶V� GLVWULEXWLRQ� SROLF\� LV� WR�PDNH�PRQWKO\� GLVWULEXWLRQV� WR� VKDUHKROGHUV�� ,I�� IRU� DQ\� GLVWULEXWLRQ�� LQYHVWPHQW� FRPSDQ\�
WD[DEOH�LQFRPH��ZKLFK�WHUP�LQFOXGHV�QHW�VKRUW�WHUP�FDSLWDO�JDLQ���LI�DQ\��DQG�QHW�WD[�H[HPSW�LQFRPH��LI�DQ\��LV�OHVV�WKDQ�WKH�DPRXQW�
RI�WKH�GLVWULEXWLRQ��WKH�GL൵HUHQFH�ZLOO�JHQHUDOO\�EH�D�WD[�IUHH�UHWXUQ�RI�FDSLWDO�GLVWULEXWHG�IURP�WKH�)XQG¶V�DVVHWV��7KH�)XQG¶V�¿QDO�
GLVWULEXWLRQ�IRU�HDFK�FDOHQGDU�\HDU�ZLOO� LQFOXGH�DQ\�UHPDLQLQJ�LQYHVWPHQW�FRPSDQ\�WD[DEOH� LQFRPH�DQG�QHW� WD[�H[HPSW� LQFRPH�
XQGLVWULEXWHG�GXULQJ�WKH�\HDU��DV�ZHOO�DV�DOO�QHW�FDSLWDO�JDLQ�UHDOL]HG�GXULQJ�WKH�\HDU��,I�WKH�WRWDO�GLVWULEXWLRQV�PDGH�LQ�DQ\�FDOHQGDU�
\HDU� H[FHHG� LQYHVWPHQW� FRPSDQ\� WD[DEOH� LQFRPH��QHW� WD[�H[HPSW� LQFRPH�DQG�QHW� FDSLWDO�JDLQ�� VXFK�H[FHVV�GLVWULEXWHG�DPRXQW�
ZRXOG�EH�WUHDWHG�DV�RUGLQDU\�GLYLGHQG�LQFRPH�WR�WKH�H[WHQW�RI�WKH�)XQG¶V�FXUUHQW�DQG�DFFXPXODWHG�HDUQLQJV�DQG�SUR¿WV��'LVWULEXWLRQV�
LQ�H[FHVV�RI�WKH�HDUQLQJV�DQG�SUR¿WV�ZRXOG�¿UVW�EH�D�WD[�IUHH�UHWXUQ�RI�FDSLWDO�WR�WKH�H[WHQW�RI�WKH�DGMXVWHG�WD[�EDVLV�LQ�WKH�VKDUHV��
$IWHU�VXFK�DGMXVWHG�WD[�EDVLV�LV�UHGXFHG�WR�]HUR��WKH�GLVWULEXWLRQ�ZRXOG�FRQVWLWXWH�FDSLWDO�JDLQ��DVVXPLQJ�WKH�VKDUHV�DUH�KHOG�DV�FDSLWDO�
DVVHWV��

7KLV�GLVWULEXWLRQ�SROLF\�PD\��XQGHU�FHUWDLQ�FLUFXPVWDQFHV��KDYH�FHUWDLQ�DGYHUVH�FRQVHTXHQFHV� WR� WKH�)XQG�DQG� LWV� VKDUHKROGHUV�
EHFDXVH�LW�PD\�UHVXOW�LQ�D�UHWXUQ�RI�FDSLWDO�UHVXOWLQJ�LQ�OHVV�RI�D�VKDUHKROGHU¶V�DVVHWV�EHLQJ�LQYHVWHG�LQ�WKH�)XQG�DQG��RYHU�WLPH��
LQFUHDVH�WKH�)XQG¶V�H[SHQVH�UDWLR��7KH�GLVWULEXWLRQ�SROLF\�DOVR�PD\�FDXVH�WKH�)XQG�WR�VHOO�D�VHFXULW\�DW�D�WLPH�LW�ZRXOG�QRW�RWKHUZLVH�
GR�VR�LQ�RUGHU�WR�PDQDJH�WKH�GLVWULEXWLRQ�RI�LQFRPH�DQG�JDLQ��7KH�LQLWLDO�GLVWULEXWLRQ�ZLOO�EH�GHFODUHG�RQ�D�GDWH�GHWHUPLQHG�E\�WKH�
%RDUG��,I�WKH�)XQG¶V�LQYHVWPHQWV�DUH�GHOD\HG��WKH�LQLWLDO�GLVWULEXWLRQ�PD\�FRQVLVW�SULQFLSDOO\�RI�D�UHWXUQ�RI�FDSLWDO�

8QOHVV�WKH�UHJLVWHUHG�RZQHU�RI�VKDUHV�HOHFWV�WR�UHFHLYH�FDVK��DOO�GLYLGHQGV�GHFODUHG�RQ�VKDUHV�ZLOO�EH�DXWRPDWLFDOO\�UHLQYHVWHG�LQ�
DGGLWLRQDO�VKDUHV�RI�WKH�)XQG��6HH�³'LYLGHQG�5HLQYHVWPHQW�3ROLF\�´

7KH�GLYLGHQG�GLVWULEXWLRQ�GHVFULEHG�DERYH�PD\�UHVXOW�LQ�WKH�SD\PHQW�RI�DSSUR[LPDWHO\�WKH�VDPH�DPRXQW�RU�SHUFHQWDJH�WR�WKH�)XQG¶V�
VKDUHKROGHUV�HDFK�SHULRG��6HFWLRQ����D��RI�WKH������$FW�DQG�5XOH���D���WKHUHXQGHU�UHTXLUH�WKH�)XQG�WR�SURYLGH�D�ZULWWHQ�VWDWHPHQW�
DFFRPSDQ\LQJ�DQ\�VXFK�SD\PHQW�WKDW�DGHTXDWHO\�GLVFORVHV�LWV�VRXUFH�RU�VRXUFHV��)RU�H[DPSOH��LI�DQ\�SRUWLRQ�RI�WKH�GLVWULEXWLRQ�
DPRXQWHG�WR�D�UHWXUQ�RI�FDSLWDO��WKH�)XQG�ZRXOG�EH�UHTXLUHG�WR�SURYLGH�ZULWWHQ�GLVFORVXUH�WR�WKDW�H൵HFW��6KDUHKROGHUV�VKRXOG�UHDG�DQ\�
ZULWWHQ�GLVFORVXUH�SURYLGHG�SXUVXDQW�WR�6HFWLRQ����D��DQG�5XOH���D���FDUHIXOO\�DQG��XQOHVV�VSHFL¿HG�LQ�DQ\�VXFK�ZULWWHQ�GLVFORVXUH�
VKRXOG�QRW�DVVXPH�WKDW�WKH�VRXUFH�RI�DQ\�GLVWULEXWLRQ�IURP�WKH�)XQG�LV�QHW�SUR¿W�

$�UHWXUQ�RI�FDSLWDO�LV�QRW�WD[DEOH�WR�D�VKDUHKROGHU�XQOHVV�LW�H[FHHGV�D�VKDUHKROGHU¶V�WD[�EDVLV�LQ�WKH�VKDUHV��5HWXUQV�RI�FDSLWDO�UHGXFH�
D�VKDUHKROGHU¶V�WD[�FRVW��RU�³WD[�EDVLV´���2QFH�D�VKDUHKROGHU¶V�WD[�EDVLV�LV�UHGXFHG�WR�]HUR��DQ\�IXUWKHU�UHWXUQ�RI�FDSLWDO�ZRXOG�EH�
WD[DEOH��6KDUHKROGHUV�VKRXOG�QRWH�WKDW�UHWXUQ�RI�FDSLWDO�ZLOO�UHGXFH�WKH�WD[�EDVLV�RI�WKHLU�VKDUHV��$V�UHTXLUHG�XQGHU�WKH������$FW��WKH�
)XQG�ZLOO�SURYLGH�D�QRWLFH�WR�VKDUHKROGHUV�DW�WKH�WLPH�RI�GLVWULEXWLRQ�ZKHQ�VXFK�GLVWULEXWLRQ�GRHV�QRW�FRQVLVW�VROHO\�RI�QHW�LQFRPH��
$GGLWLRQDOO\��HDFK�GLVWULEXWLRQ�SD\PHQW�ZLOO�EH�DFFRPSDQLHG�E\�D�ZULWWHQ�VWDWHPHQW�ZKLFK�GLVFORVHV�WKH�VRXUFH�RU�VRXUFHV�RI�HDFK�



  
��

GLVWULEXWLRQ��7KH�)XQG�ZLOO�SURYLGH�GLVFORVXUHV��ZLWK�HDFK�GLVWULEXWLRQ��WKDW�HVWLPDWH�WKH�SHUFHQWDJHV�RI�WKH�FXUUHQW�DQG�\HDU�WR�GDWH�
GLVWULEXWLRQV�WKDW�UHSUHVHQW�����QHW�LQYHVWPHQW�LQFRPH������FDSLWDO�JDLQV�DQG�����UHWXUQ�RI�FDSLWDO��(DFK�\HDU��VKDUHKROGHUV�VXEMHFW�
WR�,56�UHSRUWLQJ�ZLOO�EH�QRWL¿HG�RI�WKH�VRXUFH�RI�WKH�)XQG¶V�GLVWULEXWLRQV�RQ�D�)RUP�������$W�WKH�HQG�RI�WKH�\HDU��WKH�)XQG�PD\�
EH� UHTXLUHG�XQGHU�DSSOLFDEOH� ODZ� WR� UH�FKDUDFWHUL]H�GLVWULEXWLRQV�PDGH�SUHYLRXVO\�GXULQJ� WKDW�\HDU�DPRQJ�����RUGLQDU\� LQFRPH��
����FDSLWDO�JDLQV�DQG�����UHWXUQ�RI�FDSLWDO�IRU�WD[�SXUSRVHV��$Q�DGGLWLRQDO�GLVWULEXWLRQ�PD\�EH�PDGH�LQ�'HFHPEHU��DQG�RWKHU�DGGLWLRQDO�
GLVWULEXWLRQV�PD\�EH�PDGH�ZLWK�UHVSHFW�WR�D�SDUWLFXODU�¿VFDO�\HDU�LQ�RUGHU�WR�FRPSO\�ZLWK�DSSOLFDEOH�ODZ�

7KH�%RDUG�UHVHUYHV�WKH�ULJKW�WR�FKDQJH�WKH�TXDUWHUO\�GLVWULEXWLRQ�SROLF\�IURP�WLPH�WR�WLPH�

',9,'(1'�5(,19(670(17�32/,&<
7KH�)XQG�RSHUDWHV�XQGHU�D�GLYLGHQG�UHLQYHVWPHQW�SROLF\�DGPLQLVWHUHG�E\�WKH�7UDQVIHU�$JHQW��3XUVXDQW�WR�WKH�SROLF\��WKH�)XQG¶V�
LQFRPH� GLYLGHQGV� RU� FDSLWDO� JDLQV� RU� RWKHU� GLVWULEXWLRQV� �HDFK�� D� ³'LVWULEXWLRQ´� DQG� FROOHFWLYHO\�� ³'LVWULEXWLRQV´��� QHW� RI� DQ\�
DSSOLFDEOH�8�6��ZLWKKROGLQJ�WD[��DUH�UHLQYHVWHG�LQ�WKH�)XQG�

6KDUHKROGHUV�DXWRPDWLFDOO\�SDUWLFLSDWH�LQ�WKH�GLYLGHQG�UHLQYHVWPHQW�SROLF\��XQOHVV�DQG�XQWLO�DQ�HOHFWLRQ�LV�PDGH�WR�ZLWKGUDZ�IURP�
WKH�SROLF\�RQ�EHKDOI�RI�VXFK�SDUWLFLSDWLQJ�VKDUHKROGHU��6KDUHKROGHUV�ZKR�GR�QRW�ZLVK�WR�KDYH�'LVWULEXWLRQV�DXWRPDWLFDOO\�UHLQYHVWHG�
VKRXOG� VR�QRWLI\� WKH�7UDQVIHU�$JHQW� LQ�ZULWLQJ�DW�$��$OWHUQDWLYH�&UHGLW�)XQG��F�R�80%�)XQG�6HUYLFHV�� ,QF�������:HVW�*DOHQD�
6WUHHW��0LOZDXNHH��:,��������6XFK�ZULWWHQ�QRWLFH�PXVW�EH�UHFHLYHG�E\�WKH�7UDQVIHU�$JHQW����GD\V�SULRU�WR�WKH�UHFRUG�GDWH�RI�WKH�
'LVWULEXWLRQ�RU�WKH�VKDUHKROGHU�ZLOO�UHFHLYH�VXFK�'LVWULEXWLRQ�LQ�VKDUHV�WKURXJK�WKH�GLYLGHQG�UHLQYHVWPHQW�SROLF\��8QGHU�WKH�GLYLGHQG�
UHLQYHVWPHQW�SROLF\��WKH�)XQG¶V�'LVWULEXWLRQV�WR�VKDUHKROGHUV�DUH�UHLQYHVWHG�LQ�IXOO�DQG�IUDFWLRQDO�VKDUHV�DV�GHVFULEHG�EHORZ�

:KHQ�WKH�)XQG�GHFODUHV�D�'LVWULEXWLRQ��WKH�7UDQVIHU�$JHQW��RQ�WKH�VKDUHKROGHU¶V�EHKDOI��ZLOO�UHFHLYH�DGGLWLRQDO�DXWKRUL]HG�VKDUHV�
IURP�WKH�)XQG�HLWKHU�QHZO\�LVVXHG�RU�UHSXUFKDVHG�IURP�VKDUHKROGHUV�E\�WKH�)XQG�DQG�KHOG�DV�WUHDVXU\�VWRFN��7KH�QXPEHU�RI�VKDUHV�
WR�EH�UHFHLYHG�ZKHQ�'LVWULEXWLRQV�DUH�UHLQYHVWHG�ZLOO�EH�GHWHUPLQHG�E\�GLYLGLQJ�WKH�DPRXQW�RI�WKH�'LVWULEXWLRQ�E\�WKH�)XQG¶V�1$9�
SHU�VKDUH�

7KH�7UDQVIHU�$JHQW�ZLOO�PDLQWDLQ�DOO�VKDUHKROGHU�DFFRXQWV�DQG�IXUQLVK�ZULWWHQ�FRQ¿UPDWLRQV�RI�DOO� WUDQVDFWLRQV�LQ�WKH�DFFRXQWV��
LQFOXGLQJ�LQIRUPDWLRQ�QHHGHG�E\�VKDUHKROGHUV�IRU�SHUVRQDO�DQG�WD[�UHFRUGV��7KH�7UDQVIHU�$JHQW�ZLOO�KROG�VKDUHV�LQ�WKH�DFFRXQW�RI�
WKH�VKDUHKROGHUV�LQ�QRQ�FHUWL¿FDWHG�IRUP�LQ�WKH�QDPH�RI�WKH�SDUWLFLSDQW��DQG�HDFK�VKDUHKROGHU¶V�SUR[\��LI�DQ\��ZLOO�LQFOXGH�WKRVH�
VKDUHV�SXUFKDVHG�SXUVXDQW�WR�WKH�GLYLGHQG�UHLQYHVWPHQW�SROLF\��(DFK�SDUWLFLSDQW��QHYHUWKHOHVV��KDV�WKH�ULJKW�WR�UHTXHVW�FHUWL¿FDWHV�
IRU�ZKROH�DQG�IUDFWLRQDO�VKDUHV�RZQHG��7KH�)XQG�ZLOO�LVVXH�FHUWL¿FDWHV�LQ�LWV�VROH�GLVFUHWLRQ��7KH�7UDQVIHU�$JHQW�ZLOO�GLVWULEXWH�DOO�
SUR[\�VROLFLWDWLRQ�PDWHULDOV��LI�DQ\��WR�SDUWLFLSDWLQJ�VKDUHKROGHUV�

,Q�WKH�FDVH�RI�VKDUHKROGHUV��VXFK�DV�EDQNV��EURNHUV�RU�QRPLQHHV��WKDW�KROG�VKDUHV�IRU�RWKHUV�ZKR�DUH�EHQH¿FLDO�RZQHUV�SDUWLFLSDWLQJ�
XQGHU�WKH�GLYLGHQG�UHLQYHVWPHQW�SROLF\��WKH�7UDQVIHU�$JHQW�ZLOO�DGPLQLVWHU�WKH�GLYLGHQG�UHLQYHVWPHQW�SROLF\�RQ�WKH�EDVLV�RI�WKH�
QXPEHU�RI�VKDUHV�FHUWL¿HG�IURP�WLPH�WR�WLPH�E\�WKH�UHFRUG�VKDUHKROGHU�DV�UHSUHVHQWLQJ�WKH�WRWDO�DPRXQW�RI�VKDUHV�UHJLVWHUHG�LQ�WKH�
VKDUHKROGHU¶V�QDPH�DQG�KHOG�IRU�WKH�DFFRXQW�RI�EHQH¿FLDO�RZQHUV�SDUWLFLSDWLQJ�XQGHU�WKH�GLYLGHQG�UHLQYHVWPHQW�SROLF\�

1HLWKHU�WKH�7UDQVIHU�$JHQW�QRU�WKH�)XQG�VKDOO�KDYH�DQ\�UHVSRQVLELOLW\�RU�OLDELOLW\�EH\RQG�WKH�H[HUFLVH�RI�RUGLQDU\�FDUH�IRU�DQ\�DFWLRQ�
WDNHQ�RU�RPLWWHG�SXUVXDQW�WR�WKH�GLYLGHQG�UHLQYHVWPHQW�SROLF\��QRU�VKDOO�WKH\�KDYH�DQ\�GXWLHV��UHVSRQVLELOLWLHV�RU�OLDELOLWLHV�H[FHSW�DV�
H[SUHVVO\�VHW�IRUWK�KHUHLQ��1HLWKHU�VKDOO�WKH\�EH�OLDEOH�KHUHXQGHU�IRU�DQ\�DFW�GRQH�LQ�JRRG�IDLWK�RU�IRU�DQ\�JRRG�IDLWK�RPLVVLRQV�WR�
DFW��LQFOXGLQJ��ZLWKRXW�OLPLWDWLRQ��IDLOXUH�WR�WHUPLQDWH�D�SDUWLFLSDQW¶V�DFFRXQW�SULRU�WR�UHFHLSW�RI�ZULWWHQ�QRWLFH�RI�KLV�RU�KHU�GHDWK�RU�
ZLWK�UHVSHFW�WR�SULFHV�DW�ZKLFK�VKDUHV�DUH�SXUFKDVHG�RU�VROG�IRU�WKH�SDUWLFLSDQWV�DFFRXQW�DQG�WKH�WHUPV�RQ�ZKLFK�VXFK�SXUFKDVHV�DQG�
VDOHV�DUH�PDGH��VXEMHFW�WR�DSSOLFDEOH�SURYLVLRQV�RI�WKH�IHGHUDO�VHFXULWLHV�ODZV�

7KH�DXWRPDWLF�UHLQYHVWPHQW�RI�GLYLGHQGV�ZLOO�QRW�UHOLHYH�SDUWLFLSDQWV�RI�DQ\�IHGHUDO��VWDWH�RU�ORFDO�LQFRPH�WD[�WKDW�PD\�EH�SD\DEOH�
�RU�UHTXLUHG�WR�EH�ZLWKKHOG��RQ�VXFK�GLYLGHQGV��6HH�³8�6��)HGHUDO�,QFRPH�7D[�0DWWHUV�´

7KH�)XQG�UHVHUYHV�WKH�ULJKW�WR�DPHQG�RU�WHUPLQDWH�WKH�GLYLGHQG�UHLQYHVWPHQW�SROLF\��7KHUH�LV�QR�GLUHFW�VHUYLFH�FKDUJH�WR�SDUWLFLSDQWV�
ZLWK� UHJDUG� WR�SXUFKDVHV�XQGHU� WKH�GLYLGHQG� UHLQYHVWPHQW�SROLF\�� KRZHYHU�� WKH�)XQG� UHVHUYHV� WKH� ULJKW� WR� DPHQG� WKH�GLYLGHQG�
UHLQYHVWPHQW�SROLF\�WR�LQFOXGH�D�VHUYLFH�FKDUJH�SD\DEOH�E\�WKH�SDUWLFLSDQWV�

$OO�FRUUHVSRQGHQFH�FRQFHUQLQJ�WKH�GLYLGHQG�UHLQYHVWPHQW�SROLF\�VKRXOG�EH�GLUHFWHG�WR�WKH�7UDQVIHU�$JHQW�DW�$��$OWHUQDWLYH�&UHGLW�
)XQG��F�R�80%�)XQG�6HUYLFHV��,QF�������:HVW�*DOHQD�6WUHHW��0LOZDXNHH��:,��������&HUWDLQ�WUDQVDFWLRQV�FDQ�EH�SHUIRUPHG�E\�
FDOOLQJ�WKH�WROO�IUHH�QXPEHU����������������

8�6��)('(5$/�,1&20(�7$;�0$77(56
7KH�IROORZLQJ�LV�D�VXPPDU\�GLVFXVVLRQ�RI�FHUWDLQ�8�6��IHGHUDO�LQFRPH�WD[�FRQVHTXHQFHV�WKDW�PD\�EH�UHOHYDQW�WR�D�VKDUHKROGHU�RI�WKH�
)XQG�WKDW�DFTXLUHV��KROGV�DQG�RU�GLVSRVHV�RI�VKDUHV�RI�WKH�)XQG��DQG�UHÀHFWV�SURYLVLRQV�RI�WKH�&RGH��H[LVWLQJ�7UHDVXU\�UHJXODWLRQV��
UXOLQJV�SXEOLVKHG�E\�WKH�,56��DQG�RWKHU�DSSOLFDEOH�DXWKRULW\��DV�RI�WKH�GDWH�RI�WKLV�3URVSHFWXV��7KHVH�DXWKRULWLHV�DUH�VXEMHFW�WR�FKDQJH�
E\�OHJLVODWLYH�RU�DGPLQLVWUDWLYH�DFWLRQ��SRVVLEO\�ZLWK�UHWURDFWLYH�H൵HFW��7KH�IROORZLQJ�GLVFXVVLRQ�LV�RQO\�D�VXPPDU\�RI�VRPH�RI�WKH�
LPSRUWDQW�WD[�FRQVLGHUDWLRQV�JHQHUDOO\�DSSOLFDEOH�WR�LQYHVWPHQWV�LQ�WKH�)XQG�DQG�WKH�GLVFXVVLRQ�VHW�IRUWK�KHUHLQ�GRHV�QRW�FRQVWLWXWH�



 
��

WD[�DGYLFH��7KHUH�PD\�EH�RWKHU�WD[�FRQVLGHUDWLRQV�DSSOLFDEOH�WR�SDUWLFXODU�LQYHVWRUV�VXFK�DV�WKRVH�KROGLQJ�VKDUHV�LQ�D�WD[�GHIHUUHG�
DFFRXQW�VXFK�DV�DQ�,5$�RU�����N��SODQ��,Q�DGGLWLRQ�� LQFRPH�HDUQHG�WKURXJK�DQ�LQYHVWPHQW� LQ� WKH�)XQG�PD\�EH�VXEMHFW� WR�VWDWH��
ORFDO�DQG�IRUHLJQ�WD[HV��7KH�IROORZLQJ�GRHV�QRW�DGGUHVV�VSHFLDO�WD[�UXOHV�DSSOLFDEOH�WR�FHUWDLQ�W\SHV�RI�LQYHVWRUV��VXFK�DV�¿QDQFLDO�
LQVWLWXWLRQV��EURNHU�GHDOHUV��LQVXUDQFH�FRPSDQLHV��SDUWQHUVKLSV�RU�RWKHU�SDVV�WKURXJK�HQWLWLHV��LQFOXGLQJ�6�FRUSRUDWLRQV���SHUVRQV�
KROGLQJ�VKDUHV�RI�WKH�)XQG¶V�FRPPRQ�VWRFN�LQ�FRQQHFWLRQ�ZLWK�D�KHGJLQJ��VWUDGGOH��FRQYHUVLRQ�RU�RWKHU�LQWHJUDWHG�WUDQVDFWLRQV��
SHUVRQV�HQJDJHG�LQ�D�WUDGH�RU�EXVLQHVV�LQ�WKH�8QLWHG�6WDWHV�RU�SHUVRQV�ZKR�KDYH�FHDVHG�WR�EH�8�6��FLWL]HQV�RU�WR�EH�WD[HG�DV�UHVLGHQW�
DOLHQV��FRUSRUDWH��WD[�H[HPSW�DQG�IRUHLJQ�LQYHVWRUV��,QYHVWRUV�VKRXOG�FRQVXOW�WKHLU�WD[�DGYLVHUV�UHJDUGLQJ�RWKHU�IHGHUDO��VWDWH�RU�ORFDO�
WD[�FRQVLGHUDWLRQV�WKDW�PD\�EH�DSSOLFDEOH�LQ�WKHLU�SDUWLFXODU�FLUFXPVWDQFHV��DV�ZHOO�DV�DQ\�SURSRVHG�WD[�ODZ�FKDQJHV�

7KH�)XQG�LQWHQGV�WR�HOHFW�WR�EH�WUHDWHG�DQG�WR�TXDOLI\�HDFK�\HDU�IRU�WD[DWLRQ�DV�D�5,&�XQGHU�6XEFKDSWHU�0�RI�WKH�&RGH��,Q�RUGHU�IRU�WKH�
)XQG�WR�TXDOLI\�DV�D�5,&��LW�PXVW�PHHW�DQ�LQFRPH�DQG�DVVHW�GLYHUVL¿FDWLRQ�WHVW�HDFK�\HDU��,I�WKH�)XQG�VR�TXDOL¿HV�DQG�VDWLV¿HV�FHUWDLQ�
GLVWULEXWLRQ�UHTXLUHPHQWV��WKH�)XQG��EXW�QRW�LWV�VKDUHKROGHUV��ZLOO�QRW�EH�VXEMHFW�WR�IHGHUDO�LQFRPH�WD[�WR�WKH�H[WHQW�LW�GLVWULEXWHV�
LWV�LQYHVWPHQW�FRPSDQ\�WD[DEOH�LQFRPH�DQG�QHW�FDSLWDO�JDLQV��WKH�H[FHVV�RI�QHW�ORQJ�WHUP�FDSLWDO�JDLQV�RYHU�QHW�VKRUW�WHUP�FDSLWDO�
ORVV��LQ�D�WLPHO\�PDQQHU�WR�LWV�VKDUHKROGHUV�LQ�WKH�IRUP�RI�GLYLGHQGV�RU�FDSLWDO�JDLQ�GLVWULEXWLRQV��1HW�FDSLWDO�JDLQ�IRU�D�¿VFDO�\HDU�
LV�FRPSXWHG�E\�WDNLQJ�LQWR�DFFRXQW�DQ\�FDSLWDO�ORVV�FDUU\IRUZDUG�RI�WKH�)XQG��7KH�&RGH�LPSRVHV�D����QRQGHGXFWLEOH�H[FLVH�WD[�RQ�
5,&V��VXFK�DV�WKH�)XQG��WR�WKH�H[WHQW�WKH\�GR�QRW�PHHW�FHUWDLQ�GLVWULEXWLRQ�UHTXLUHPHQWV�E\�WKH�HQG�RI�HDFK�FDOHQGDU�\HDU��7KH�)XQG�
JHQHUDOO\�DQWLFLSDWHV�PHHWLQJ�WKHVH�GLVWULEXWLRQ�UHTXLUHPHQWV�

7KH�)XQG�LQWHQGV�WR�GLVWULEXWH�DOO�RI�LWV�QHW�LQYHVWPHQW�LQFRPH��DQ\�H[FHVV�RI�QHW�VKRUW�WHUP�FDSLWDO�JDLQV�RYHU�QHW�ORQJ�WHUP�FDSLWDO�
ORVVHV��DQG�DQ\�H[FHVV�RI�QHW�ORQJ�WHUP�FDSLWDO�JDLQV�RYHU�QHW�VKRUW�WHUP�FDSLWDO�ORVVHV�LQ�DFFRUGDQFH�ZLWK�WKH�WLPLQJ�UHTXLUHPHQWV�
LPSRVHG�E\�WKH�&RGH�DQG�WKHUHIRUH�VKRXOG�JHQHUDOO\�QRW�EH�UHTXLUHG�WR�SD\�DQ\�IHGHUDO�LQFRPH�RU�H[FLVH�WD[HV��'LVWULEXWLRQV�RI�
QHW�LQYHVWPHQW�LQFRPH�ZLOO�EH�PDGH�TXDUWHUO\�DQG�QHW�FDSLWDO�JDLQ�ZLOO�EH�PDGH�DIWHU�WKH�HQG�RI�HDFK�¿VFDO�\HDU��DQG�QR�ODWHU�WKDQ�
'HFHPEHU����RI�HDFK�\HDU��%RWK�W\SHV�RI�GLVWULEXWLRQV�ZLOO�EH�LQ�VKDUHV�RI�WKH�)XQG�XQOHVV�D�VKDUHKROGHU�HOHFWV�WR�UHFHLYH�FDVK�

7R�EH�WUHDWHG�DV�D�5,&�XQGHU�6XEFKDSWHU�0�RI�WKH�&RGH��WKH�)XQG�PXVW�DOVR��D��GHULYH�DW�OHDVW�����RI�LWV�JURVV�LQFRPH��WKH�³,QFRPH�
7HVW´�� IURP�GLYLGHQGV�� LQWHUHVW��SD\PHQWV�ZLWK� UHVSHFW� WR�VHFXULWLHV� ORDQV��QHW� LQFRPH�IURP�FHUWDLQ�SXEOLFO\� WUDGHG�SDUWQHUVKLSV�
DQG�JDLQV� IURP� WKH� VDOH�RU�RWKHU�GLVSRVLWLRQ�RI� VHFXULWLHV�RU� IRUHLJQ�FXUUHQFLHV��RU�RWKHU� LQFRPH� �LQFOXGLQJ��EXW�QRW� OLPLWHG� WR��
JDLQV�IURP�RSWLRQV��IXWXUHV�RU�IRUZDUG�FRQWUDFWV��GHULYHG�ZLWK�UHVSHFW�WR�WKH�EXVLQHVV�RI�LQYHVWLQJ�LQ�VXFK�VHFXULWLHV�RU�FXUUHQFLHV��
DQG��E��GLYHUVLI\�LWV�KROGLQJV�VR�WKDW��DW�WKH�HQG�RI�HDFK�¿VFDO�TXDUWHU���L��DW�OHDVW�����RI�WKH�PDUNHW�YDOXH�RI�WKH�)XQG¶V�DVVHWV�LV�
UHSUHVHQWHG�E\�FDVK��8�6��JRYHUQPHQW�VHFXULWLHV�DQG�VHFXULWLHV�RI�RWKHU�5,&V��DQG�RWKHU�VHFXULWLHV��IRU�SXUSRVHV�RI�WKLV�FDOFXODWLRQ��
JHQHUDOO\�OLPLWHG�LQ�UHVSHFW�RI�DQ\�RQH�LVVXHU��WR�DQ�DPRXQW�QRW�JUHDWHU�WKDQ����RI�WKH�PDUNHW�YDOXH�RI�WKH�)XQG¶V�DVVHWV�DQG�����RI�
WKH�RXWVWDQGLQJ�YRWLQJ�VHFXULWLHV�RI�VXFK�LVVXHU��DQG��LL��QRW�PRUH�WKDQ�����RI�WKH�YDOXH�RI�LWV�DVVHWV�LV�LQYHVWHG�LQ�WKH�VHFXULWLHV�RI�
�RWKHU�WKDQ�8�6��JRYHUQPHQW�VHFXULWLHV�RU�WKH�VHFXULWLHV�RI�RWKHU�5,&V��DQ\�RQH�LVVXHU��WZR�RU�PRUH�LVVXHUV�ZKLFK�WKH�)XQG�FRQWUROV�
DQG�ZKLFK�DUH�GHWHUPLQHG�WR�EH�HQJDJHG�LQ�WKH�VDPH�RU�VLPLODU�WUDGHV�RU�EXVLQHVVHV��RU�WKH�VHFXULWLHV�RI�FHUWDLQ�SXEOLFO\�WUDGHG�
SDUWQHUVKLSV�

6RPH�RI�WKH�LQFRPH�DQG�IHHV�WKDW�WKH�)XQG�ZLOO�UHFRJQL]H�PD\�QRW�VDWLVI\�WKH�,QFRPH�7HVW��,Q�RUGHU�WR�HQVXUH�WKDW�VXFK�LQFRPH�DQG�
IHHV�GR�QRW�GLVTXDOLI\�WKH�)XQG�DV�D�5,&�IRU�D�IDLOXUH�WR�VDWLVI\�VXFK�WHVW��WKH�)XQG�PD\�EH�UHTXLUHG�WR�UHFRJQL]H�VXFK�LQFRPH�DQG�
IHHV�LQGLUHFWO\�WKURXJK�RQH�RU�PRUH�HQWLWLHV�WUHDWHG�DV�FRUSRUDWLRQV�IRU�8�6��IHGHUDO�LQFRPH�WD[�SXUSRVHV��6XFK�FRUSRUDWLRQV�ZLOO�EH�
UHTXLUHG�WR�SD\�8�6��FRUSRUDWH�LQFRPH�WD[�RQ�WKHLU�HDUQLQJV��ZKLFK�XOWLPDWHO\�ZLOO�UHGXFH�WKH�)XQG¶V�UHWXUQ�RQ�VXFK�LQFRPH�DQG�IHHV�

7KH�)XQG�LQWHQGV�WR�PDNH�GLVWULEXWLRQV�RI�LQYHVWPHQW�FRPSDQ\�WD[DEOH�LQFRPH�DIWHU�SD\PHQW�RI�WKH�)XQG¶V�RSHUDWLQJ�H[SHQVHV�QR�OHVV�
IUHTXHQWO\�WKDQ�DQQXDOO\��8QOHVV�D�VKDUHKROGHU�LV�LQHOLJLEOH�WR�SDUWLFLSDWH�RU�HOHFWV�RWKHUZLVH��DOO�GLVWULEXWLRQV�ZLOO�EH�DXWRPDWLFDOO\�
UHLQYHVWHG�LQ�DGGLWLRQDO�VKDUHV�RI�WKH�)XQG�SXUVXDQW�WR�WKH�GLYLGHQG�UHLQYHVWPHQW�SROLF\��)RU�8�6��IHGHUDO�LQFRPH�WD[�SXUSRVHV��
DOO�GLYLGHQGV�DUH�JHQHUDOO\�WD[DEOH��'LVWULEXWLRQV�RI�WKH�)XQG¶V�LQYHVWPHQW�FRPSDQ\�WD[DEOH�LQFRPH��LQFOXGLQJ�VKRUW�WHUP�FDSLWDO�
JDLQV��ZLOO�JHQHUDOO\�EH�WUHDWHG�DV�RUGLQDU\�LQFRPH��'LVWULEXWLRQV�RI�WKH�)XQG¶V�QHW�FDSLWDO�JDLQV��³FDSLWDO�JDLQ�GLYLGHQGV´���LI�DQ\��
DUH�WD[DEOH�WR�VKDUHKROGHUV�DV�FDSLWDO�JDLQV��UHJDUGOHVV�RI�WKH�OHQJWK�RI�WLPH�VKDUHV�KDYH�EHHQ�KHOG�E\�VKDUHKROGHUV��'LVWULEXWLRQV��LI�
DQ\��LQ�H[FHVV�RI�WKH�)XQG¶V�HDUQLQJV�DQG�SUR¿WV�ZLOO�¿UVW�UHGXFH�WKH�DGMXVWHG�WD[�EDVLV�RI�D�KROGHU¶V�VKDUHV�DQG��DIWHU�WKDW�EDVLV�KDV�
EHHQ�UHGXFHG�WR�]HUR��ZLOO�FRQVWLWXWH�FDSLWDO�JDLQV�WR�WKH�VKDUHKROGHU�RI�WKH�)XQG��DVVXPLQJ�WKH�VKDUHV�DUH�KHOG�DV�D�FDSLWDO�DVVHW���
$�FRUSRUDWLRQ�WKDW�RZQV�)XQG�VKDUHV�JHQHUDOO\�ZLOO�QRW�EH�HQWLWOHG�WR�WKH�GLYLGHQGV�UHFHLYHG�GHGXFWLRQ�ZLWK�UHVSHFW�WR�DOO�RI�WKH�
GLYLGHQGV�LW�UHFHLYHV�IURP�WKH�)XQG��)XQG�GLYLGHQG�SD\PHQWV�WKDW�DUH�DWWULEXWDEOH�WR�TXDOLI\LQJ�GLYLGHQGV�UHFHLYHG�E\�WKH�)XQG�
IURP�FHUWDLQ�GRPHVWLF�FRUSRUDWLRQV�PD\�EH�GHVLJQDWHG�E\�WKH�)XQG�DV�EHLQJ�HOLJLEOH�IRU�WKH�GLYLGHQGV�UHFHLYHG�GHGXFWLRQ��*LYHQ�
WKH�)XQG¶V�LQYHVWPHQW�VWUDWHJLHV��LW�LV�QRW�DQWLFLSDWHG�WKDW�D�VLJQL¿FDQW�SRUWLRQ��LI�DQ\��RI�WKH�)XQG¶V�LQFRPH�ZLOO�EH�HOLJLEOH�WR�EH�
GHVLJQDWHG�DV�TXDOL¿HG�GLYLGHQG�LQFRPH��7KH�GHWHUPLQDWLRQ�RI�WKH�FKDUDFWHU�IRU�8�6��IHGHUDO�LQFRPH�WD[�SXUSRVHV�RI�DQ\�GLVWULEXWLRQ�
IURP�WKH�)XQG��L�H��RUGLQDU\�LQFRPH�GLYLGHQGV��FDSLWDO�JDLQV�GLYLGHQGV��TXDOL¿HG�GLYLGHQGV�RU�UHWXUQ�RI�FDSLWDO�GLVWULEXWLRQV��ZLOO�EH�
PDGH�DV�RI�WKH�HQG�RI�WKH�)XQG¶V�WD[DEOH�\HDU��7KH�)XQG�ZLOO�SURYLGH�VKDUHKROGHUV�ZLWK�D�ZULWWHQ�QRWLFH�UHSRUWLQJ�WKH�DPRXQW�RI�DQ\�
FDSLWDO�JDLQ�GLVWULEXWLRQV�DQG�DQ\�RWKHU�GLVWULEXWLRQV�

,I�WKH�)XQG�IDLOV�WR�TXDOLI\�DV�D�5,&�XQGHU�6XEFKDSWHU�0�LQ�DQ\�¿VFDO�\HDU��LW�ZLOO�EH�WUHDWHG�DV�D�FRUSRUDWLRQ�IRU�IHGHUDO�LQFRPH�
WD[�SXUSRVHV��$V�VXFK��WKH�)XQG�ZRXOG�EH�UHTXLUHG�WR�SD\�LQFRPH�WD[HV�RQ�LWV�QHW�LQYHVWPHQW�LQFRPH�DQG�QHW�UHDOL]HG�FDSLWDO�JDLQV��
LI�DQ\��DW�WKH�UDWHV�JHQHUDOO\�DSSOLFDEOH�WR�FRUSRUDWLRQV��6KDUHKROGHUV�RI�WKH�)XQG�JHQHUDOO\�ZRXOG�QRW�EH�OLDEOH�IRU�LQFRPH�WD[�RQ�



  
��

WKH�)XQG¶V�QHW�LQYHVWPHQW�LQFRPH�RU�QHW�UHDOL]HG�FDSLWDO�JDLQV�LQ�WKHLU�LQGLYLGXDO�FDSDFLWLHV��'LVWULEXWLRQV�WR�VKDUHKROGHUV��ZKHWKHU�
IURP�WKH�)XQG¶V�QHW�LQYHVWPHQW�LQFRPH�RU�QHW�UHDOL]HG�FDSLWDO�JDLQV��ZRXOG�EH�WUHDWHG�DV�WD[DEOH�GLYLGHQGV�WR�WKH�H[WHQW�RI�FXUUHQW�
RU�DFFXPXODWHG�HDUQLQJV�DQG�SUR¿WV�RI�WKH�)XQG�

7KH�)XQG�LV�VXEMHFW�WR�D����QRQGHGXFWLEOH�H[FLVH�WD[�RQ�FHUWDLQ�XQGLVWULEXWHG�DPRXQWV�RI�RUGLQDU\�LQFRPH�DQG�FDSLWDO�JDLQ�XQGHU�
D�SUHVFULEHG� IRUPXOD�FRQWDLQHG� LQ�6HFWLRQ������RI� WKH�&RGH��7KH� IRUPXOD�JHQHUDOO\� UHTXLUHV�SD\PHQW� WR�VKDUHKROGHUV�GXULQJ�D�
FDOHQGDU�\HDU�RI�GLVWULEXWLRQV�UHSUHVHQWLQJ�DQ�DPRXQW�DW�OHDVW�HTXDO�WR�WKH�VXP�RI��L������RI�WKH�)XQG¶V�RUGLQDU\�LQFRPH�IRU�WKH�
FDOHQGDU�\HDU��WDNLQJ�LQWR�DFFRXQW�FHUWDLQ�GHIHUUDOV�DQG�HOHFWLRQV���LL��DW�OHDVW�������RI�LWV�FDSLWDO�JDLQ�QHW�LQFRPH��L�H���WKH�H[FHVV�
RI�LWV�FDSLWDO�JDLQV�RYHU�FDSLWDO�ORVVHV��DGMXVWHG�IRU�FHUWDLQ�RUGLQDU\�ORVVHV��UHDOL]HG�GXULQJ�WKH�RQH�\HDU�SHULRG�HQGLQJ�2FWREHU����
GXULQJ�VXFK�\HDU�DQG��LLL�������RI�DQ\�LQFRPH�WKDW�ZDV�QHLWKHU�GLVWULEXWHG�QRU�WD[HG�WR�WKH�)XQG�GXULQJ�WKH�SUHFHGLQJ�FDOHQGDU�\HDU��
8QGHU�RUGLQDU\�FLUFXPVWDQFHV��WKH�)XQG�JHQHUDOO\�H[SHFWV�WR�WLPH�LWV�GLVWULEXWLRQV�VR�DV�WR�DYRLG�OLDELOLW\�IRU�WKLV�WD[�

7KH�)XQG�ZLOO�LQIRUP�LWV�VKDUHKROGHUV�WKDW�DUH�VXEMHFW�WR�,56�UHSRUWLQJ�RI�WKH�VRXUFH�DQG�WD[�VWDWXV�RI�DOO�GLVWULEXWLRQV�SURPSWO\�DIWHU�
WKH�FORVH�RI�HDFK�FDOHQGDU�\HDU�

'LVWULEXWLRQV�RI� WD[DEOH�QHW� LQYHVWPHQW�LQFRPH�DQG�WKH�H[FHVV�RI�QHW�VKRUW�WHUP�FDSLWDO�JDLQ�RYHU�QHW� ORQJ�WHUP�FDSLWDO� ORVV�DUH�
WD[DEOH�WR�VKDUHKROGHUV�DV�RUGLQDU\�LQFRPH�

'LVWULEXWLRQV�RI�QHW�FDSLWDO�JDLQ��³FDSLWDO�JDLQ�GLYLGHQGV´��JHQHUDOO\�DUH�WD[DEOH�WR�VKDUHKROGHUV�DV�ORQJ�WHUP�FDSLWDO�JDLQ��UHJDUGOHVV�
RI�WKH�OHQJWK�RI�WLPH�WKH�VKDUHV�RI�WKH�)XQG�KDYH�EHHQ�KHOG�E\�VXFK�VKDUHKROGHUV�

7KH�)XQG¶V�XVH�RI�FDVK�WR�UHSXUFKDVH�VKDUHV�FRXOG�DGYHUVHO\�D൵HFW�LWV�DELOLW\�WR�VDWLVI\�WKH�GLVWULEXWLRQ�UHTXLUHPHQWV�IRU�WUHDWPHQW�
DV�D�5,&��7KH�)XQG�FRXOG�DOVR�UHFRJQL]H�LQFRPH�LQ�FRQQHFWLRQ�ZLWK�LWV�OLTXLGDWLRQ�RI�SRUWIROLR�VHFXULWLHV�WR�IXQG�VKDUH�UHSXUFKDVHV��
$Q\�VXFK�LQFRPH�ZRXOG�EH�WDNHQ�LQWR�DFFRXQW�LQ�GHWHUPLQLQJ�ZKHWKHU�WKH�GLVWULEXWLRQ�UHTXLUHPHQWV�DUH�VDWLV¿HG��DQG�WR�WKH�H[WHQW�
WKDW�DGGLWLRQDO�GLVWULEXWLRQV�DUH�UHTXLUHG��FRXOG�JHQHUDWH�DGGLWLRQDO�WD[DEOH�LQFRPH�IRU�WKRVH�VKDUHKROGHUV�UHFHLYLQJ�VXFK�DGGLWLRQDO�
GLVWULEXWLRQV��HLWKHU�DV�RUGLQDU\�LQFRPH�RU�ORQJ�WHUP�FDSLWDO�JDLQ��DV�GHVFULEHG�DERYH��)XUWKHUPRUH��LI�WKH�)XQG�LV�XQDEOH�WR�OLTXLGDWH�
SRUWIROLR�VHFXULWLHV�LQ�D�PDQQHU�WKDW�ZRXOG�HQDEOH�WKH�)XQG�WR�PHHW�WKH�LQFRPH�DQG�DVVHW�GLYHUVL¿FDWLRQ�WHVWV��WKH�)XQG�FRXOG�IDLO�WR�
TXDOLI\�DV�D�5,&��ZLWK�WKH�DGYHUVH�FRQVHTXHQFHV�DV�VHW�IRUWK�DERYH�

7KH�UHSXUFKDVH�RI�WKH�)XQG¶V�VKDUHV�PD\�UHVXOW�LQ�D�WD[DEOH�JDLQ�RU�ORVV�WR�D�WHQGHULQJ�VKDUHKROGHU��'L൵HUHQW�WD[�FRQVHTXHQFHV�PD\�
DSSO\�WR�WHQGHULQJ�DQG�QRQ�WHQGHULQJ�VKDUHKROGHUV�LQ�FRQQHFWLRQ�ZLWK�D�UHSXUFKDVH�R൵HU��)RU�H[DPSOH��LI�D�VKDUHKROGHU�GRHV�QRW�
WHQGHU�DOO�RI�KLV�RU�KHU�VKDUHV��VXFK�UHSXUFKDVH�PD\�QRW�EH�WUHDWHG�DV�DQ�H[FKDQJH�IRU�8�6��IHGHUDO�LQFRPH�WD[�SXUSRVHV��DQG�PD\�
LQVWHDG�FRQVWLWXWH�D�GLVWULEXWLRQ�VXEMHFW�WR�HYDOXDWLRQ�DV�D�GHHPHG�GLYLGHQG��$OWHUQDWLYHO\��VKDUHKROGHUV�ZKR�WHQGHU�DOO�RI�WKHLU�VKDUHV�
�LQFOXGLQJ�VKDUHV�GHHPHG�RZQHG�E\�VXFK�VKDUHKROGHUV�WKURXJK�DSSOLFDWLRQ�RI�WKH�FRQVWUXFWLYH�RZQHUVKLS�UXOHV��ZLOO�EH�WUHDWHG�DV�
KDYLQJ�VROG�WKHLU�VKDUHV�DQG�JHQHUDOO\�ZLOO�UHDOL]H�D�FDSLWDO�JDLQ�RU�ORVV��$�VDOH�RI�)XQG�VKDUHV�E\�D�VKDUHKROGHU�ZLOO�JHQHUDOO\�UHVXOW�
LQ�WKH�UHFRJQLWLRQ�RI�WD[DEOH�JDLQ�RU�ORVV�LQ�DQ�DPRXQW�HTXDO�WR�WKH�GL൵HUHQFH�EHWZHHQ�WKH�DPRXQW�UHDOL]HG�DQG�WKH�VKDUHKROGHU¶V�WD[�
EDVLV�LQ�KLV�RU�KHU�)XQG�VKDUHV��6XFK�JDLQ�RU�ORVV�LV�WUHDWHG�DV�D�FDSLWDO�JDLQ�RU�ORVV�LI�WKH�VKDUHV�DUH�KHOG�DV�FDSLWDO�DVVHWV��+RZHYHU��
DQ\�ORVV�UHDOL]HG�XSRQ�WKH�VDPH�RI�VKDUHV�ZLWKLQ�VL[�PRQWKV�IURP�WKH�GDWH�RI�WKHLU�SXUFKDVH�ZLOO�EH�WUHDWHG�DV�D�ORQJ�WHUP�FDSLWDO�
ORVV�WR�WKH�H[WHQW�RI�DQ\�DPRXQWV�WUHDWHG�DV�FDSLWDO�JDLQ�GLYLGHQGV�GXULQJ�VXFK�VL[�PRQWK�SHULRG�

$Q�DGGLWLRQDO� �����0HGLFDUH� WD[� LV� LPSRVHG�RQ� FHUWDLQ�QHW� LQYHVWPHQW� LQFRPH� �LQFOXGLQJ�RUGLQDU\�GLYLGHQGV� DQG� FDSLWDO� JDLQ�
GLVWULEXWLRQV�UHFHLYHG�IURP�WKH�)XQG�DQG�QHW�JDLQV�IURP�UHGHPSWLRQV�RU�RWKHU�WD[DEOH�GLVSRVLWLRQV�RI�)XQG�VKDUHV��RI�8�6��LQGLYLGXDOV��
HVWDWHV�DQG�WUXVWV�WR�WKH�H[WHQW�WKDW�VXFK�SHUVRQ¶V�³PRGL¿HG�DGMXVWHG�JURVV�LQFRPH´��LQ�WKH�FDVH�RI�DQ�LQGLYLGXDO��RU�³DGMXVWHG�JURVV�
LQFRPH´��LQ�WKH�FDVH�RI�DQ�HVWDWH�RU�WUXVW��H[FHHGV�FHUWDLQ�WKUHVKROG�DPRXQWV�

$GMXVWHG�FRVW�EDVLV� LQIRUPDWLRQ� LV� UHTXLUHG� IRU� FRYHUHG� VHFXULWLHV��ZKLFK�JHQHUDOO\� LQFOXGH� VKDUHV�RI� D�5,&�� WR� WKH� ,56�DQG� WR�
WD[SD\HUV��6KDUHKROGHUV�VKRXOG�FRQWDFW�WKHLU�¿QDQFLDO�LQWHUPHGLDULHV�ZLWK�UHVSHFW�WR�UHSRUWLQJ�RI�FRVW�EDVLV�DQG�DYDLODEOH�HOHFWLRQV�
IRU�WKHLU�DFFRXQWV�

$OO�GLVWULEXWLRQV�RI�WD[DEOH�QHW�LQYHVWPHQW�LQFRPH�DQG�QHW�FDSLWDO�JDLQ��ZKHWKHU�UHFHLYHG�LQ�VKDUHV�RU�LQ�FDVK��PXVW�EH�UHSRUWHG�
E\�HDFK�WD[DEOH�VKDUHKROGHU�RQ�KLV�RU�KHU�IHGHUDO�LQFRPH�WD[�UHWXUQ��'LYLGHQGV�RU�GLVWULEXWLRQV�GHFODUHG�LQ�2FWREHU��1RYHPEHU�RU�
'HFHPEHU�DV�RI�D�UHFRUG�GDWH�LQ�VXFK�D�PRQWK��LI�DQ\��ZLOO�EH�GHHPHG�WR�KDYH�EHHQ�UHFHLYHG�E\�VKDUHKROGHUV�RQ�'HFHPEHU�����LI�
SDLG�GXULQJ�-DQXDU\�RI�WKH�IROORZLQJ�\HDU��5HGHPSWLRQV�RI�VKDUHV�PD\�UHVXOW�LQ�WD[�FRQVHTXHQFHV��JDLQ�RU�ORVV��WR�WKH�VKDUHKROGHU�
DQG�DUH�DOVR�VXEMHFW�WR�WKHVH�UHSRUWLQJ�UHTXLUHPHQWV��,QYHVWLQJ�LQ�PXQLFLSDO�ERQGV�DQG�RWKHU�WD[�H[HPSW�VHFXULWLHV�LV�QRW�D�SULQFLSDO�
LQYHVWPHQW� VWUDWHJ\�RI� WKH�)XQG��1RQHWKHOHVV�� WR� WKH� H[WHQW� WKH�)XQG� LQYHVWV� LQ�PXQLFLSDO�ERQGV� WKDW� DUH�QRW� H[HPSW� IURP� WKH�
DOWHUQDWLYH�PLQLPXP�WD[�� VRPH�VKDUHKROGHUV�PD\�EH�VXEMHFW� WR� WKH�DOWHUQDWLYH�PLQLPXP�WD[�� ,QYHVWRUV� VKRXOG�FRQVXOW� WKHLU� WD[�
DGYLVHUV�IRU�PRUH�LQIRUPDWLRQ�

,I�)XQG�VKDUHV�DUH�UHSXUFKDVHG�E\�WKH�)XQG��WKH�VKDUHKROGHU�JHQHUDOO\�ZLOO�UHFRJQL]H�WD[DEOH�JDLQ�RU�ORVV�LQ�DQ�DPRXQW�HTXDO�WR�WKH�
GL൵HUHQFH�EHWZHHQ�WKH�DPRXQW�UHDOL]HG�DQG�WKH�VKDUHKROGHU¶V�WD[�EDVLV�LQ�WKH�VKDUHV��6XFK�JDLQ�RU�ORVV�LV�WUHDWHG�DV�FDSLWDO�JDLQ�RU�
ORVV�LI�WKH�VKDUHV�ZHUH�KHOG�DV�FDSLWDO�DVVHWV��6XFK�JDLQ�RU�ORVV�ZLOO�JHQHUDOO\�EH�ORQJ�WHUP�FDSLWDO�JDLQ�RU�ORVV�LI�WKH�VKDUHKROGHU�
KHOG�WKH�VKDUHV�IRU�PRUH�WKDQ�RQH�\HDU��DQG�ZRXOG�EH�VKRUW�WHUP�FDSLWDO�JDLQ�RU�ORVV�LI�WKH�VKDUHKROGHU�GLG�QRW�KROG�WKH�VKDUHV�IRU�
PRUH�WKDQ�RQH�\HDU��+RZHYHU��DQ\�ORVV�UHDOL]HG�XSRQ�WKH�UHSXUFKDVH�RI�VKDUHV�ZLWKLQ�VL[�PRQWKV�IURP�WKH�GDWH�RI�WKHLU�SXUFKDVH�ZLOO�
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EH�WUHDWHG�DV�D�ORQJ�WHUP�FDSLWDO�ORVV�WR�WKH�H[WHQW�RI�DPRXQWV�WUHDWHG�DV�FDSLWDO�JDLQ�GLYLGHQGV�GXULQJ�VXFK�VL[�PRQWK�SHULRG��$OO�
RU�SDUW�RI�DQ\�ORVV�UHDOL]HG�XSRQ�D�UHSXUFKDVH�RI�VKDUHV�PD\�EH�GLVDOORZHG�WR�WKH�H[WHQW�VXFK�VKDUHKROGHU�SXUFKDVHV�VKDUHV�ZLWKLQ�
���GD\V�EHIRUH�RU�DIWHU�VXFK�UHSXUFKDVH��8QGHU�FHUWDLQ�FLUFXPVWDQFHV��LI�IHZHU�WKDQ�DOO�RI�D�VKDUHKROGHU¶V�VKDUHV�DUH�UHSXUFKDVHG��RU�
D�VKDUHKROGHU�GRHV�QRW�WHQGHU�VKDUHV�LQ�D�UHSXUFKDVH�R൵HU��WKH�UHSXUFKDVH�PD\�EH�WUHDWHG�IRU�8�6��IHGHUDO�LQFRPH�WD[�SXUSRVHV�DV�D�
GLYLGHQG��UDWKHU�WKDQ�D�VDOH�RI�WKH�UHSXUFKDVHG�VKDUHV��3URVSHFWLYH�VKDUHKROGHUV�VKRXOG�FRQVXOW�ZLWK�WKHLU�RZQ�WD[�DGYLVHUV�UHJDUGLQJ�
WKH�WD[DWLRQ�RI�VKDUH�UHSXUFKDVHV�

8QGHU�WKH�&RGH��WKH�)XQG�ZLOO�EH�UHTXLUHG�WR�UHSRUW�WR�WKH�,QWHUQDO�5HYHQXH�6HUYLFH�DOO�GLVWULEXWLRQV�RI�WD[DEOH�LQFRPH�DQG�FDSLWDO�
JDLQV�DV�ZHOO�DV�JURVV�SURFHHGV�IURP�WKH�UHGHPSWLRQ�RU�H[FKDQJH�RI�)XQG�VKDUHV��H[FHSW�LQ�WKH�FDVH�RI�FHUWDLQ�H[HPSW�VKDUHKROGHUV��
8QGHU� WKH�EDFNXS�ZLWKKROGLQJ�SURYLVLRQV�RI�6HFWLRQ������RI� WKH�&RGH��GLVWULEXWLRQV�RI� WD[DEOH�QHW� LQYHVWPHQW� LQFRPH�DQG�QHW�
FDSLWDO�JDLQ�DQG�SURFHHGV�IURP�WKH�UHGHPSWLRQ�RU�H[FKDQJH�RI�WKH�VKDUHV�RI�D�5,&�PD\�EH�VXEMHFW�WR�ZLWKKROGLQJ�RI�IHGHUDO�LQFRPH�
WD[�LQ�WKH�FDVH�RI�QRQ�H[HPSW�VKDUHKROGHUV�ZKR�IDLO�WR�IXUQLVK�WKH�LQYHVWPHQW�FRPSDQ\�ZLWK�WKHLU�WD[SD\HU�LGHQWL¿FDWLRQ�QXPEHUV�
DQG�ZLWK�UHTXLUHG�FHUWL¿FDWLRQV�UHJDUGLQJ�WKHLU�VWDWXV�XQGHU�WKH�IHGHUDO� LQFRPH�WD[�ODZ��RU�LI� WKH�)XQG�LV�QRWL¿HG�E\�WKH�,56�RU�
D�EURNHU�WKDW�ZLWKKROGLQJ�LV�UHTXLUHG�GXH�WR�DQ�LQFRUUHFW�7,1�RU�D�SUHYLRXV�IDLOXUH�WR�UHSRUW�WD[DEOH�LQWHUHVW�RU�GLYLGHQGV��,I�WKH�
ZLWKKROGLQJ�SURYLVLRQV�DUH�DSSOLFDEOH��DQ\�VXFK�GLVWULEXWLRQV�DQG�SURFHHGV��ZKHWKHU�WDNHQ�LQ�FDVK�RU�UHLQYHVWHG�LQ�DGGLWLRQDO�VKDUHV��
ZLOO�EH�UHGXFHG�E\�WKH�DPRXQWV�UHTXLUHG�WR�EH�ZLWKKHOG�

'(6&5,37,21�2)�&$3,7$/�6758&785(�$1'�6+$5(6
7KH�)XQG�LV�DQ�XQLQFRUSRUDWHG�VWDWXWRU\�WUXVW�HVWDEOLVKHG�XQGHU�WKH�ODZV�RI�WKH�6WDWH�RI�'HODZDUH�XSRQ�WKH�¿OLQJ�RI�D�&HUWL¿FDWH�RI�
7UXVW�ZLWK�WKH�6HFUHWDU\�RI�6WDWH�RI�'HODZDUH�RQ�0D\����������7KH�)XQG¶V�$JUHHPHQW�DQG�'HFODUDWLRQ�RI�7UXVW��WKH�³'HFODUDWLRQ�RI�
7UXVW´��SURYLGHV�WKDW�WKH�7UXVWHHV�RI�WKH�)XQG�PD\�DXWKRUL]H�VHSDUDWH�FODVVHV�RI�VKDUHV�RI�EHQH¿FLDO�LQWHUHVW��VXEMHFW�WR�WKH�UHFHLSW�
RI�H[HPSWLYH�UHOLHI�IURP�WKH�6(&��DV�GHVFULEHG�EHORZ���7KH�7UXVWHHV�KDYH�DXWKRUL]HG�DQ�XQOLPLWHG�QXPEHU�RI�VKDUHV��7KH�)XQG�GRHV�
QRW�LQWHQG�WR�KROG�DQQXDO�PHHWLQJV�RI�LWV�VKDUHKROGHUV��7KH�VXPPDU\�RI�WKH�WHUPV�RI�WKH�'HFODUDWLRQ�RI�7UXVW�KHUHLQ�DQG�HOVHZKHUH�
LQ�WKH�3URVSHFWXV�DQG�6$,�LV�TXDOL¿HG�HQWLUHO\�E\�WKH�WHUPV�DQG�FRQGLWLRQV�RI�WKH�'HFODUDWLRQ�RI�7UXVW��ZKLFK�LV�LQFRUSRUDWHG�E\�
UHIHUHQFH�KHUHLQ��LV�RQ�¿OH�ZLWK�WKH�6(&�DQG�VKRXOG�EH�UHDG�FDUHIXOO\�DQG�UHWDLQHG�IRU�IXWXUH�UHIHUHQFH�

7KH�'HFODUDWLRQ�RI�7UXVW��ZKLFK�KDV�EHHQ�¿OHG�ZLWK�WKH�6(&��SHUPLWV�WKH�)XQG�WR�LVVXH�DQ�XQOLPLWHG�QXPEHU�RI�IXOO�DQG�IUDFWLRQDO�
VKDUHV�RI�EHQH¿FLDO�LQWHUHVW��QR�SDU�YDOXH��7KH�)XQG�R൵HUV�RQH�FODVV�RI�VKDUHV�RI�EHQH¿FLDO�LQWHUHVW��EXW�LV�DXWKRUL]HG�XQGHU�WKH�
'HFODUDWLRQ�RI�7UXVW�WR�LVVXH�PXOWLSOH�FODVVHV�RI�VKDUHV��7KH�)XQG�PD\�¿OH�DQ�DSSOLFDWLRQ�ZLWK�WKH�6(&�WR�UHFHLYH�H[HPSWLYH�UHOLHI�
WR�LVVXH�PXOWLSOH�FODVVHV�RI�VKDUHV�DQG�WR�LPSRVH�DVVHW�EDVHG�GLVWULEXWLRQ�IHHV�DQG�HDUO\�ZLWKGUDZDO�FKDUJHV��$Q�LQYHVWPHQW�LQ�DQ\�
VKDUH�FODVV�RI�WKH�)XQG�UHSUHVHQWV�DQ�LQYHVWPHQW�LQ�WKH�VDPH�DVVHWV�RI�WKH�)XQG�

+ROGHUV� RI� VKDUHV�ZLOO� EH� HQWLWOHG� WR� WKH� SD\PHQW� RI� GLYLGHQGV�ZKHQ�� DV� DQG� LI� GHFODUHG� E\� WKH�%RDUG� RI�7UXVWHHV��7KH� )XQG�
FXUUHQWO\�LQWHQGV�WR�PDNH�GLYLGHQG�GLVWULEXWLRQV�WR�LWV�VKDUHKROGHUV�DIWHU�SD\PHQW�RI�)XQG�RSHUDWLQJ�H[SHQVHV�LQFOXGLQJ�LQWHUHVW�
RQ�RXWVWDQGLQJ�ERUURZLQJV��LI�DQ\��QR�OHVV�IUHTXHQWO\�WKDQ�TXDUWHUO\��8QOHVV�WKH�UHJLVWHUHG�RZQHU�RI�VKDUHV�HOHFWV�WR�UHFHLYH�FDVK��
DOO�GLYLGHQGV�GHFODUHG�RQ�VKDUHV�ZLOO�EH�DXWRPDWLFDOO\�UHLQYHVWHG�IRU�VKDUHKROGHUV�LQ�DGGLWLRQDO�VKDUHV�RI�WKH�)XQG��6HH�³'LYLGHQG�
Reinvestment Policy�´�7KH������$FW�PD\�OLPLW�WKH�SD\PHQW�RI�GLYLGHQGV�WR�WKH�KROGHUV�RI�VKDUHV�

$OO�VKDUHV�RI�WKH�)XQG�KDYH�WKH�VDPH�ULJKWV�DQG�DUH�LGHQWLFDO�LQ�DOO�PDWHULDO�UHVSHFWV��)UDFWLRQDO�VKDUHV�KDYH�SURSRUWLRQDWHO\�WKH�VDPH�
ULJKWV��LQFOXGLQJ�YRWLQJ�ULJKWV��DV�DUH�SURYLGHG�IRU�D�IXOO�VKDUH��,Q�DGGLWLRQ��HDFK�VKDUH�RI�WKH�)XQG�LV�HQWLWOHG�WR�SDUWLFLSDWH�HTXDOO\�
ZLWK�RWKHU�VKDUHV��L��LQ�GLYLGHQGV�DQG�GLVWULEXWLRQV�GHFODUHG�E\�WKH�)XQG�DQG��LL��RQ�OLTXLGDWLRQ�WR�LWV�SURSRUWLRQDWH�VKDUH�RI�WKH�DVVHWV�
UHPDLQLQJ�DIWHU�VDWLVIDFWLRQ�RI�RXWVWDQGLQJ�OLDELOLWLHV��6KDUHV�RI�WKH�)XQG�DUH�IXOO\�SDLG�DQG�QRQ�DVVHVVDEOH�ZKHQ�LVVXHG�DQG�KDYH�QR�
SUH�HPSWLYH��FRQYHUVLRQ�RU�H[FKDQJH�ULJKWV�

8SRQ�OLTXLGDWLRQ�RI�WKH�)XQG��DIWHU�SD\LQJ�RU�DGHTXDWHO\�SURYLGLQJ�IRU�WKH�SD\PHQW�RI�DOO�OLDELOLWLHV�RI�WKH�)XQG��DQG�XSRQ�UHFHLSW�
RI�VXFK�UHOHDVHV��LQGHPQLWLHV�DQG�UHIXQGLQJ�DJUHHPHQWV�DV�WKH\�GHHP�QHFHVVDU\�IRU�WKHLU�SURWHFWLRQ��WKH�7UXVWHHV�PD\�GLVWULEXWH�
WKH�UHPDLQLQJ�DVVHWV�RI�WKH�)XQG�DPRQJ�LWV�VKDUHKROGHUV��7KH�'HFODUDWLRQ�RI�7UXVW�SURYLGHV�WKDW�WKH�)XQG¶V�VKDUHKROGHUV�DUH�QRW�
OLDEOH�IRU�DQ\�OLDELOLWLHV�RI�WKH�)XQG��$OWKRXJK�VKDUHKROGHUV�RI�DQ�XQLQFRUSRUDWHG�VWDWXWRU\�WUXVW�HVWDEOLVKHG�XQGHU�'HODZDUH�ODZ��LQ�
FHUWDLQ�OLPLWHG�FLUFXPVWDQFHV��PD\�EH�KHOG�SHUVRQDOO\�OLDEOH�IRU�WKH�REOLJDWLRQV�RI�WKH�)XQG�DV�WKRXJK�WKH\�ZHUH�JHQHUDO�SDUWQHUV��
WKH�SURYLVLRQV�RI�WKH�'HFODUDWLRQ�RI�7UXVW�GHVFULEHG�LQ�WKH�IRUHJRLQJ�VHQWHQFH�PDNH�WKH�OLNHOLKRRG�RI�VXFK�SHUVRQDO�OLDELOLW\�UHPRWH�

7KH�)XQG�JHQHUDOO\�ZLOO�QRW�LVVXH�VKDUH�FHUWL¿FDWHV��+RZHYHU��XSRQ�ZULWWHQ�UHTXHVW�WR�WKH�)XQG¶V�WUDQVIHU�DJHQW��D�VKDUH�FHUWL¿FDWH�
PD\�EH�LVVXHG�DW�WKH�)XQG¶V�GLVFUHWLRQ�IRU�DQ\�RU�DOO�RI�WKH�IXOO�VKDUHV�FUHGLWHG�WR�DQ�LQYHVWRU¶V�DFFRXQW��6KDUH�FHUWL¿FDWHV�WKDW�KDYH�
EHHQ�LVVXHG�WR�DQ�LQYHVWRU�PD\�EH�UHWXUQHG�DW�DQ\�WLPH��7KH�)XQG¶V�WUDQVIHU�DJHQW�ZLOO�PDLQWDLQ�DQ�DFFRXQW�IRU�HDFK�VKDUHKROGHU�
XSRQ�ZKLFK�WKH�UHJLVWUDWLRQ�RI�VKDUHV�DUH�UHFRUGHG��DQG�WUDQVIHUV��SHUPLWWHG�RQO\�LQ�UDUH�FLUFXPVWDQFHV��VXFK�DV�GHDWK�RU�ERQD�¿GH�
JLIW��ZLOO�EH�UHÀHFWHG�E\�ERRNNHHSLQJ�HQWU\��ZLWKRXW�SK\VLFDO�GHOLYHU\��7KH�7UDQVIHU�$JHQW�ZLOO�UHTXLUH�WKDW�D�VKDUHKROGHU�SURYLGH�
UHTXHVWV�LQ�ZULWLQJ��DFFRPSDQLHG�E\�D�YDOLG�VLJQDWXUH�JXDUDQWHH�IRUP��ZKHQ�FKDQJLQJ�FHUWDLQ�LQIRUPDWLRQ�LQ�DQ�DFFRXQW�VXFK�DV�
ZLULQJ�LQVWUXFWLRQV�RU�WHOHSKRQH�SULYLOHJHV�
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$17,�7$.(29(5�3529,6,216�,1�7+(�'(&/$5$7,21�2)�75867
7KH�'HFODUDWLRQ�RI�7UXVW�LQFOXGHV�SURYLVLRQV�WKDW�FRXOG�KDYH�WKH�H൵HFW�RI�OLPLWLQJ�WKH�DELOLW\�RI�RWKHU�HQWLWLHV�RU�SHUVRQV�WR�DFTXLUH�
FRQWURO�RI� WKH�)XQG�RU� WR� FKDQJH� WKH� FRPSRVLWLRQ�RI� WKH�%RDUG�RI�7UXVWHHV�� DQG�FRXOG�KDYH� WKH� H൵HFW�RI�GHSULYLQJ� WKH�)XQG¶V�
VKDUHKROGHUV�RI�DQ�RSSRUWXQLW\�WR�VHOO�WKHLU�VKDUHV�DW�D�SUHPLXP�RYHU�SUHYDLOLQJ�PDUNHW�SULFHV��LI�DQ\��E\�GLVFRXUDJLQJ�D�WKLUG�SDUW\�
IURP�VHHNLQJ�WR�REWDLQ�FRQWURO�RI�WKH�)XQG��7KHVH�SURYLVLRQV�PD\�KDYH�WKH�H൵HFW�RI�GLVFRXUDJLQJ�DWWHPSWV�WR�DFTXLUH�FRQWURO�RI�WKH�
)XQG��ZKLFK�DWWHPSWV�FRXOG�KDYH�WKH�H൵HFW�RI�LQFUHDVLQJ�WKH�H[SHQVHV�RI�WKH�)XQG�DQG�LQWHUIHULQJ�ZLWK�WKH�QRUPDO�RSHUDWLRQ�RI�WKH�
)XQG��7KH�7UXVWHHV�DUH�HOHFWHG�IRU�LQGH¿QLWH�WHUPV�DQG�GR�QRW�VWDQG�IRU�UHHOHFWLRQ��$�7UXVWHH�PD\�EH�UHPRYHG�IURP�R൶FH�ZLWKRXW�
FDXVH�RQO\�E\�D�ZULWWHQ�LQVWUXPHQW�VLJQHG�RU�DGRSWHG�E\�D�PDMRULW\�RI�WKH�UHPDLQLQJ�7UXVWHHV�RU�E\�D�YRWH�RI�WKH�KROGHUV�RI�DW�OHDVW�
WZR�WKLUGV�RI�WKH�VKDUHV�RI�WKH�)XQG�WKDW�DUH�HQWLWOHG�WR�HOHFW�D�7UXVWHH�DQG�WKDW�DUH�HQWLWOHG�WR�YRWH�RQ�WKH�PDWWHU��7KH�'HFODUDWLRQ�RI�
7UXVW�GRHV�QRW�FRQWDLQ�DQ\�RWKHU�VSHFL¿F�LQKLELWLQJ�SURYLVLRQV�WKDW�ZRXOG�RSHUDWH�RQO\�ZLWK�UHVSHFW�WR�DQ�H[WUDRUGLQDU\�WUDQVDFWLRQ�
VXFK�DV�D�PHUJHU��UHRUJDQL]DWLRQ��WHQGHU�R൵HU��VDOH�RU�WUDQVIHU�RI�VXEVWDQWLDOO\�DOO�RI�WKH�)XQG¶V�DVVHW��RU�OLTXLGDWLRQ��5HIHUHQFH�VKRXOG�
EH�PDGH�WR�WKH�'HFODUDWLRQ�RI�7UXVW��ZKLFK�ZLOO�EH�¿OHG�ZLWK�WKH�6(&�E\�DPHQGPHQW��IRU�WKH�IXOO�WH[W�RI�WKHVH�SURYLVLRQV�

3/$1�2)�',675,%87,21
)RUHVLGH�)XQG�3DUWQHUV��//&��WKH�³'LVWULEXWRU´��VHUYHV�DV�WKH�)XQG¶V�SULQFLSDO�XQGHUZULWHU��ZLWKLQ�WKH�PHDQLQJ�RI�WKH������$FW��DQG�
DFWV�DV�WKH�GLVWULEXWRU�RI�WKH�)XQG¶V�VKDUHV�RQ�D�UHDVRQDEOH�H൵RUWV�EDVLV��VXEMHFW�WR�YDULRXV�FRQGLWLRQV��7KH�)XQG¶V�VKDUHV�DUH�R൵HUHG�
IRU�VDOH�WKURXJK�WKH�'LVWULEXWRU�DW�1$9��7KH�'LVWULEXWRU�DOVR�PD\�HQWHU�LQWR�VHOHFWHG�GHDOHU�DJUHHPHQWV�ZLWK�RWKHU�EURNHU�GHDOHUV�IRU�
WKH�VDOH�DQG�GLVWULEXWLRQ�RI�WKH�)XQG¶V�VKDUHV��1R�DUUDQJHPHQW�KDV�EHHQ�PDGH�WR�SODFH�IXQGV�UHFHLYHG�LQ�DQ�HVFURZ��WUXVW�RU�VLPLODU�
DFFRXQW��7KH�'LVWULEXWRU�LV�QRW�UHTXLUHG�WR�VHOO�DQ\�VSHFL¿F�QXPEHU�RU�GROODU�DPRXQW�RI�WKH�)XQG¶V�VKDUHV��EXW�ZLOO�XVH�LWV�UHDVRQDEOH�
H൵RUWV�WR�VHOO�WKH�VKDUHV��6KDUHV�RI�WKH�)XQG�ZLOO�QRW�EH�OLVWHG�RQ�DQ\�QDWLRQDO�VHFXULWLHV�H[FKDQJH�DQG�WKH�'LVWULEXWRU�ZLOO�QRW�DFW�DV�
D�PDUNHW�PDNHU�LQ�)XQG�VKDUHV��7KH�'LVWULEXWRU�LV�DQ�D൶OLDWH�RI�WKH�)XQG¶V�$GPLQLVWUDWRU�

7KH�$GYLVHU�RU�LWV�D൶OLDWHV��LQ�WKH�$GYLVHU¶V�GLVFUHWLRQ�DQG�IURP�WKHLU�RZQ�UHVRXUFHV��ZKLFK�PD\�LQFOXGH�WKH�$GYLVHU¶V�OHJLWLPDWH�
SUR¿WV�IURP�WKH�DGYLVRU\�IHH�LW�UHFHLYHV�IURP�WKH�)XQG���PD\�SD\�DGGLWLRQDO�FRPSHQVDWLRQ�WR�EURNHUV�RU�GHDOHUV�LQ�FRQQHFWLRQ�ZLWK�
WKH�VDOH�DQG�GLVWULEXWLRQ�RI�)XQG�VKDUHV��WKH�³$GGLWLRQDO�&RPSHQVDWLRQ´���,Q�UHWXUQ�IRU�WKH�$GGLWLRQDO�&RPSHQVDWLRQ��WKH�)XQG�PD\�
UHFHLYH�FHUWDLQ�PDUNHWLQJ�DGYDQWDJHV�LQFOXGLQJ�DFFHVV�WR�D�EURNHU¶V�RU�GHDOHU¶V�UHJLVWHUHG�UHSUHVHQWDWLYHV��SODFHPHQW�RQ�D�OLVW�RI�
LQYHVWPHQW�RSWLRQV�R൵HUHG�E\�D�EURNHU�RU�GHDOHU��RU�WKH�DELOLW\�WR�DVVLVW�LQ�WUDLQLQJ�DQG�HGXFDWLQJ�WKH�EURNHU¶V�RU�GHDOHU¶V�UHJLVWHUHG�
UHSUHVHQWDWLYHV��7KH�$GGLWLRQDO�&RPSHQVDWLRQ�PD\�GL൵HU�DPRQJ�EURNHUV�RU�GHDOHUV� LQ�DPRXQW�RU� LQ� WKH�PDQQHU�RI�FDOFXODWLRQ��
SD\PHQWV�RI�$GGLWLRQDO�&RPSHQVDWLRQ�PD\�EH�¿[HG�GROODU�DPRXQWV��RU�EDVHG�RQ�WKH�DJJUHJDWH�YDOXH�RI�RXWVWDQGLQJ�VKDUHV�KHOG�E\�
VKDUHKROGHUV�LQWURGXFHG�E\�WKH�EURNHU�RU�GHDOHU��RU�GHWHUPLQHG�LQ�VRPH�RWKHU�PDQQHU��7KH�UHFHLSW�RI�$GGLWLRQDO�&RPSHQVDWLRQ�E\�D�
VHOOLQJ�EURNHU�RU�GHDOHU�PD\�FUHDWH�SRWHQWLDO�FRQÀLFWV�RI�LQWHUHVW�EHWZHHQ�DQ�LQYHVWRU�DQG�LWV�EURNHU�RU�GHDOHU�ZKR�LV�UHFRPPHQGLQJ�
WKH�)XQG�RYHU�RWKHU�SRWHQWLDO�LQYHVWPHQWV�

3XUFKDVLQJ�6KDUHV
,QYHVWRUV�PD\�SXUFKDVH�VKDUHV�GLUHFWO\�IURP�WKH�)XQG�LQ�DFFRUGDQFH�ZLWK�WKH�LQVWUXFWLRQV�EHORZ��,QYHVWRUV�PD\�EX\�DQG�VHOO�VKDUHV�
RI�WKH�)XQG�WKURXJK�¿QDQFLDO�LQWHUPHGLDULHV�DQG�WKHLU�DJHQWV�WKDW�KDYH�PDGH�DUUDQJHPHQWV�ZLWK�WKH�)XQG�DQG�DUH�DXWKRUL]HG�WR�EX\�
DQG�VHOO�VKDUHV�RI�WKH�)XQG��FROOHFWLYHO\��³)LQDQFLDO�,QWHUPHGLDULHV´���2UGHUV�ZLOO�EH�SULFHG�DW�WKH�DSSURSULDWH�SULFH�QH[W�FRPSXWHG�
DIWHU�LW�LV�UHFHLYHG�E\�D�)LQDQFLDO�,QWHUPHGLDU\��$�)LQDQFLDO�,QWHUPHGLDU\�PD\�KROG�VKDUHV�LQ�DQ�RPQLEXV�DFFRXQW�LQ�WKH�)LQDQFLDO�
,QWHUPHGLDU\¶V�QDPH�RU�WKH�)LQDQFLDO�,QWHUPHGLDU\�PD\�PDLQWDLQ�LQGLYLGXDO�RZQHUVKLS�UHFRUGV��7KH�)XQG�PD\�SD\�WKH�)LQDQFLDO�
,QWHUPHGLDU\�IRU�PDLQWDLQLQJ�LQGLYLGXDO�RZQHUVKLS�UHFRUGV�DV�ZHOO�DV�SURYLGLQJ�RWKHU�VKDUHKROGHU�VHUYLFHV��)LQDQFLDO�LQWHUPHGLDULHV�
PD\�FKDUJH�IHHV�IRU�WKH�VHUYLFHV�WKH\�SURYLGH�LQ�FRQQHFWLRQ�ZLWK�SURFHVVLQJ�\RXU�WUDQVDFWLRQ�RUGHU�RU�PDLQWDLQLQJ�DQ�LQYHVWRU¶V�
DFFRXQW�ZLWK�WKHP��,QYHVWRUV�VKRXOG�FKHFN�ZLWK�WKHLU�)LQDQFLDO�,QWHUPHGLDU\�WR�GHWHUPLQH�LI�LW� LV�VXEMHFW�WR�WKHVH�DUUDQJHPHQWV��
)LQDQFLDO�,QWHUPHGLDULHV�DUH�UHVSRQVLEOH�IRU�SODFLQJ�RUGHUV�FRUUHFWO\�DQG�SURPSWO\�ZLWK�WKH�)XQG��IRUZDUGLQJ�SD\PHQW�SURPSWO\��
2UGHUV�WUDQVPLWWHG�ZLWK�D�)LQDQFLDO�,QWHUPHGLDU\�EHIRUH�WKH�FORVH�RI�UHJXODU�WUDGLQJ��JHQHUDOO\������S�P���(DVWHUQ�7LPH��RQ�D�GD\�
WKDW�WKH�1<6(�LV�RSHQ�IRU�EXVLQHVV�RQ�WKH�GD\V�WKH�)XQG�FDOFXODWHV�1$9��ZLOO�EH�SULFHG�EDVHG�RQ�WKH�)XQG¶V�1$9�QH[W�FRPSXWHG�
DIWHU�LW�LV�UHFHLYHG�E\�WKH�)LQDQFLDO�,QWHUPHGLDU\�
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$OO�FKHFNV�PXVW�EH�LQ�86�'ROODUV�GUDZQ�RQ�D�GRPHVWLF�EDQN��7KH�)XQG�ZLOO�QRW�DFFHSW�SD\PHQW�LQ�FDVK�RU�PRQH\�RUGHUV��7KH�)XQG�
DOVR�GRHV�QRW�DFFHSW�FDVKLHU¶V�FKHFNV�LQ�DPRXQWV�RI�OHVV�WKDQ����������7R�SUHYHQW�FKHFN�IUDXG��WKH�)XQG�ZLOO�QHLWKHU�DFFHSW�WKLUG�
SDUW\�FKHFNV��7UHDVXU\�FKHFNV��FUHGLW�FDUG�FKHFNV�� WUDYHOHU¶V�FKHFNV�RU�VWDUWHU�FKHFNV�IRU� WKH�SXUFKDVH�RI�VKDUHV��QRU�SRVW�GDWHG�
FKHFNV��SRVW�GDWHG�RQ�OLQH�ELOO�SD\�FKHFNV��RU�DQ\�FRQGLWLRQDO�SXUFKDVH�RUGHU�RU�SD\PHQW�

,W�LV�WKH�SROLF\�RI�WKH�)XQG�QRW�WR�DFFHSW�DSSOLFDWLRQV�XQGHU�FHUWDLQ�FLUFXPVWDQFHV�RU�LQ�DPRXQWV�FRQVLGHUHG�GLVDGYDQWDJHRXV�WR�
VKDUHKROGHUV��7KH�)XQG�UHVHUYHV�WKH�ULJKW�WR�UHMHFW�DQ\�DSSOLFDWLRQ�

By Wire — Initial Investment

7R�PDNH�DQ�LQLWLDO�LQYHVWPHQW�LQ�WKH�)XQG��WKH�WUDQVIHU�DJHQW�PXVW�UHFHLYH�D�FRPSOHWHG�DFFRXQW�DSSOLFDWLRQ�EHIRUH�DQ�LQYHVWRU�ZLUHV�
IXQGV��,QYHVWRUV�PD\�PDLO�RU�RYHUQLJKW�GHOLYHU�DQ�DFFRXQW�DSSOLFDWLRQ�WR�WKH�WUDQVIHU�DJHQW��8SRQ�UHFHLSW�RI�WKH�FRPSOHWHG�DFFRXQW�
DSSOLFDWLRQ��WKH�WUDQVIHU�DJHQW�ZLOO�HVWDEOLVK�DQ�DFFRXQW��7KH�DFFRXQW�QXPEHU�DVVLJQHG�ZLOO�EH�UHTXLUHG�DV�SDUW�RI�WKH�LQVWUXFWLRQ�
WKDW�VKRXOG�EH�SURYLGHG�WR�DQ�LQYHVWRU¶V�EDQN�WR�VHQG�WKH�ZLUH��$Q�LQYHVWRU¶V�EDQN�PXVW�LQFOXGH�ERWK�WKH�QDPH�RI�WKH�)XQG��WKH�
DFFRXQW�QXPEHU��DQG�WKH�LQYHVWRU¶V�QDPH�VR�WKDW�PRQLHV�FDQ�EH�FRUUHFWO\�DSSOLHG��,I�\RX�ZLVK�WR�ZLUH�PRQH\�WR�PDNH�DQ�LQYHVWPHQW�
LQ�WKH�)XQG��SOHDVH�FDOO�WKH�)XQG�DW����������������IRU�ZLULQJ�LQVWUXFWLRQV�DQG�WR�QRWLI\�WKH�)XQG�WKDW�D�ZLUH�WUDQVIHU�LV�FRPLQJ��
$Q\�FRPPHUFLDO�EDQN�FDQ�WUDQVIHU�VDPH�GD\�IXQGV�YLD�ZLUH��7KH�)XQG�ZLOO�QRUPDOO\�DFFHSW�ZLUHG�IXQGV�IRU�LQYHVWPHQW�RQ�WKH�GD\�
UHFHLYHG�LI�WKH\�DUH�UHFHLYHG�E\�WKH�)XQG¶V�GHVLJQDWHG�EDQN�EHIRUH�WKH�FORVH�RI�UHJXODU�WUDGLQJ�RQ�WKH�1<6(��<RXU�EDQN�PD\�FKDUJH�
\RX�D�IHH�IRU�ZLULQJ�VDPH�GD\�IXQGV�

%HIRUH�VHQGLQJ�D�ZLUH��LQYHVWRUV�PXVW�FRQWDFW�WKH�7UDQVIHU�$JHQW�DW����������������WR�DGYLVH�WKHP�RI�WKH�LQWHQW�WR�ZLUH�IXQGV��7KLV�
ZLOO�HQVXUH�SURPSW�DQG�DFFXUDWH�FUHGLW�XSRQ�UHFHLSW�RI�WKH�ZLUH��:LUHG�IXQGV�PXVW�EH�UHFHLYHG�SULRU�WR������S�P��(DVWHUQ�WLPH�WR�
EH�HOLJLEOH�IRU�VDPH�GD\�SULFLQJ��7KH�)XQG��DQG�LWV�DJHQWV��LQFOXGLQJ�WKH�WUDQVIHU�DJHQW�DQG�FXVWRGLDQ��DUH�QRW�UHVSRQVLEOH�IRU�WKH�
FRQVHTXHQFHV�RI�GHOD\V�UHVXOWLQJ�IURP�WKH�EDQNLQJ�RU�)HGHUDO�5HVHUYH�ZLUH�V\VWHP��RU�IURP�LQFRPSOHWH�ZLULQJ�LQVWUXFWLRQV�

Automatic Investment Program — Subsequent Investments

<RX�PD\�SDUWLFLSDWH�LQ�WKH�)XQG¶V�DXWRPDWLF�LQYHVWPHQW�SURJUDP��DQ�LQYHVWPHQW�SODQ�WKDW�DXWRPDWLFDOO\�PRYHV�PRQH\�IURP�\RXU�
EDQN�DFFRXQW�DQG�LQYHVWV�LW�LQ�WKH�)XQG�WKURXJK�WKH�XVH�RI�HOHFWURQLF�IXQGV�WUDQVIHUV�RU�DXWRPDWLF�EDQN�GUDIWV��<RX�PD\�HOHFW�WR�
PDNH�VXEVHTXHQW� LQYHVWPHQWV�RQ� VSHFL¿HG�GD\V�RI�HDFK�PRQWK� LQWR�\RXU�HVWDEOLVKHG�)XQG�DFFRXQW��3OHDVH�FRQWDFW� WKH�)XQG�DW�
���������������IRU�PRUH�LQIRUPDWLRQ�DERXW�WKH�)XQG¶V�DXWRPDWLF�LQYHVWPHQW�SURJUDP�

By Telephone

,QYHVWRUV�PD\�SXUFKDVH�DGGLWLRQDO�VKDUHV�RI�WKH�)XQG�E\�FDOOLQJ�����������������,I�DQ�LQYHVWRU�HOHFWHG�WKLV�RSWLRQ�RQ�WKH�DFFRXQW�
DSSOLFDWLRQ��DQG� WKH�DFFRXQW�KDV�EHHQ�RSHQ�IRU�DW� OHDVW����GD\V�� WHOHSKRQH�RUGHUV�ZLOO�EH�DFFHSWHG�YLD�HOHFWURQLF�IXQGV� WUDQVIHU�
IURP�\RXU�EDQN�DFFRXQW�WKURXJK�WKH�$XWRPDWHG�&OHDULQJ�+RXVH��$&+��QHWZRUN��%DQNLQJ�LQIRUPDWLRQ�PXVW�EH�HVWDEOLVKHG�RQ�WKH�
DFFRXQW�SULRU�WR�PDNLQJ�D�SXUFKDVH��2UGHUV�IRU�VKDUHV�UHFHLYHG�SULRU�WR���S�P��(DVWHUQ�WLPH�ZLOO�EH�SXUFKDVHG�DW�WKH�DSSURSULDWH�
SULFH�FDOFXODWHG�RQ�WKDW�GD\�

7HOHSKRQH�WUDGHV�PXVW�EH�UHFHLYHG�E\�RU�SULRU�WR�PDUNHW�FORVH��'XULQJ�SHULRGV�RI�KLJK�PDUNHW�DFWLYLW\��VKDUHKROGHUV�PD\�HQFRXQWHU�
KLJKHU�WKDQ�XVXDO�FDOO�ZDLWV��3OHDVH�DOORZ�VX൶FLHQW�WLPH�WR�SODFH�\RXU�WHOHSKRQH�WUDQVDFWLRQ�

,Q�FRPSOLDQFH�ZLWK�WKH�86$�3DWULRW�$FW�RI�������WKH�)XQG��RU�LWV�GHVLJQHH��ZLOO�YHULI\�FHUWDLQ�LQIRUPDWLRQ�RQ�HDFK�DFFRXQW�DSSOLFDWLRQ�
DV�SDUW�RI�WKH�)XQG¶V�$QWL�0RQH\�/DXQGHULQJ�3URJUDP��$V�UHTXHVWHG�RQ�WKH�DSSOLFDWLRQ��LQYHVWRUV�PXVW�VXSSO\�IXOO�QDPH��GDWH�RI�
ELUWK��VRFLDO�VHFXULW\�QXPEHU�DQG�SHUPDQHQW�VWUHHW�DGGUHVV��0DLOLQJ�DGGUHVVHV�FRQWDLQLQJ�RQO\�D�3�2��%R[�ZLOO�QRW�EH�DFFHSWHG��
,QYHVWRUV�PD\�FDOO�WKH�7UDQVIHU�$JHQW�DW����������������IRU�DGGLWLRQDO�DVVLVWDQFH�ZKHQ�FRPSOHWLQJ�DQ�DSSOLFDWLRQ�

,I� WKH�)XQG��RU� LWV�GHVLJQHH�GRHV�QRW�KDYH�D� UHDVRQDEOH�EHOLHI�RI� WKH� LGHQWLW\�RI�D�FXVWRPHU�� WKH�DFFRXQW�ZLOO�EH� UHMHFWHG�RU� WKH�
FXVWRPHU�ZLOO�QRW�EH�DOORZHG�WR�SHUIRUP�D�WUDQVDFWLRQ�RQ�WKH�DFFRXQW�XQWLO�VXFK�LQIRUPDWLRQ�LV�UHFHLYHG��7KH�)XQG�DOVR�PD\�UHVHUYH�
WKH�ULJKW�WR�FORVH�WKH�DFFRXQW�ZLWKLQ���EXVLQHVV�GD\V�LI�FODULI\LQJ�LQIRUPDWLRQ�GRFXPHQWDWLRQ�LV�QRW�UHFHLYHG�

/(*$/�0$77(56
&HUWDLQ�OHJDO�PDWWHUV�UHJDUGLQJ�WKH�YDOLGLW\�RI�WKH�VKDUHV�R൵HUHG�KHUHE\�KDYH�EHHQ�SDVVHG�XSRQ�E\�7KRPSVRQ�+LQH�//3�����6RXWK�
+LJK�6WUHHW��6XLWH�������&ROXPEXV��2+�������

,1'(3(1'(17�5(*,67(5('�38%/,&�$&&2817,1*�),50
&RKHQ�	�&RPSDQ\��/WG��LV�WKH�LQGHSHQGHQW�UHJLVWHUHG�SXEOLF�DFFRXQWLQJ�¿UP�IRU�WKH�)XQG�DQG�DXGLWV�WKH�)XQG¶V�¿QDQFLDO�VWDWHPHQWV��
&RKHQ�	�&RPSDQ\��/WG��LV�ORFDWHG�DW������(XFOLG�$YHQXH��6XLWH������&OHYHODQG��2KLR�������



  
��

$'',7,21$/�,1)250$7,21

5HSRUWV�WR�6KDUHKROGHUV
7KH�)XQG�ZLOO�VHQG�WR�LWV�VKDUHKROGHUV�XQDXGLWHG�VHPL�DQQXDO�DQG�DXGLWHG�DQQXDO�UHSRUWV��LQFOXGLQJ�D�OLVW�RI�LQYHVWPHQWV�KHOG�

+RXVHKROGLQJ
,Q� DQ� H൵RUW� WR� GHFUHDVH� FRVWV�� WKH�)XQG� LQWHQGV� WR� UHGXFH� WKH� QXPEHU� RI� GXSOLFDWH� DQQXDO� DQG� VHPL�DQQXDO� UHSRUWV� E\� VHQGLQJ�
RQO\�RQH�FRS\�RI�HDFK�WR�WKRVH�DGGUHVVHV�VKDUHG�E\�WZR�RU�PRUH�DFFRXQWV�DQG�WR�VKDUHKROGHUV�UHDVRQDEO\�EHOLHYHG�WR�EH�IURP�WKH�
VDPH�IDPLO\�RU�KRXVHKROG��2QFH�LPSOHPHQWHG��D�VKDUHKROGHU�PXVW�FDOO����������������WR�GLVFRQWLQXH�KRXVHKROGLQJ�DQG�UHTXHVW�
LQGLYLGXDO�FRSLHV�RI�WKHVH�GRFXPHQWV��2QFH�WKH�)XQG�UHFHLYHV�QRWLFH�WR�VWRS�KRXVHKROGLQJ��LQGLYLGXDO�FRSLHV�ZLOO�EH�VHQW�EHJLQQLQJ�
WKLUW\�GD\V�DIWHU�UHFHLYLQJ�\RXU�UHTXHVW��7KLV�SROLF\�GRHV�QRW�DSSO\�WR�DFFRXQW�VWDWHPHQWV�

/LDELOLW\�RI�6KDUHKROGHUV
6KDUHKROGHUV� LQ� WKH�)XQG�ZLOO�EH� VKDUHKROGHUV�RI�D�'HODZDUH� VWDWXWRU\� WUXVW� DV�SURYLGHG�XQGHU�'HODZDUH� ODZ��8QGHU�'HODZDUH�
ODZ�DQG�WKH�$JUHHPHQW�DQG�'HFODUDWLRQ�RI�7UXVW��DQ�,QYHVWRU�ZLOO�QRW�EH�OLDEOH�IRU�WKH�GHEWV��REOLJDWLRQV�RU�OLDELOLWLHV�RI�WKH�)XQG�
VROHO\�E\�UHDVRQ�RI�EHLQJ�D�VKDUHKROGHU��H[FHSW�WKDW�WKH�,QYHVWRU�PD\�EH�REOLJDWHG�WR�UHSD\�DQ\�IXQGV�ZURQJIXOO\�GLVWULEXWHG�WR�WKH�
VKDUHKROGHU�

'XW\�RI�&DUH�RI�WKH�%RDUG�DQG�WKH�$GYLVHU
7KH�$JUHHPHQW�DQG�'HFODUDWLRQ�RI�7UXVW�SURYLGHV�WKDW�QRQH�RI�WKH�7UXVWHHV��R൶FHUV�RU�WKH�$GYLVHU��LQFOXGLQJ�FHUWDLQ�RI�WKH�$GYLVHU¶V�
D൶OLDWHV��DPRQJ�RWKHUV��VKDOO�EH�OLDEOH�WR�WKH�)XQG�RU�DQ\�RI�WKH�VKDUHKROGHUV�IRU�DQ\�ORVV�RU�GDPDJH�RFFDVLRQHG�E\�DQ\�DFW�RU�
RPLVVLRQ�LQ�WKH�SHUIRUPDQFH�RI�WKHLU�UHVSHFWLYH�VHUYLFHV�DV�VXFK�LQ�WKH�DEVHQFH�RI�ZLOOIXO�PLVIHDVDQFH��EDG�IDLWK��JURVV�QHJOLJHQFH�
RU�UHFNOHVV�GLVUHJDUG�RI�WKHLU�GXWLHV��7KH�$JUHHPHQW�DQG�'HFODUDWLRQ�RI�7UXVW�DOVR�FRQWDLQV�SURYLVLRQV�IRU�WKH�LQGHPQL¿FDWLRQ��WR�
WKH�H[WHQW�SHUPLWWHG�E\�ODZ��RI�WKH�7UXVWHHV�DQG�R൶FHUV�E\�WKH�)XQG��EXW�QRW�E\�WKH�VKDUHKROGHUV�LQGLYLGXDOO\��DJDLQVW�DQ\�OLDELOLW\�
DQG�H[SHQVH�WR�ZKLFK�DQ\�RI�WKHP�PD\�EH�OLDEOH�ZKLFK�DULVHV�LQ�FRQQHFWLRQ�ZLWK�WKH�SHUIRUPDQFH�RI�WKHLU�DFWLYLWLHV�RQ�EHKDOI�RI�WKH�
)XQG��1RQH�RI�WKHVH�SHUVRQV�ZLOO�EH�SHUVRQDOO\�OLDEOH�WR�DQ\�VKDUHKROGHU�IRU�FRQWULEXWLRQV�E\�VXFK�VKDUHKROGHU�WR�WKH�FDSLWDO�RI�WKH�
)XQG�RU�E\�UHDVRQ�RI�DQ\�FKDQJH�LQ�WKH�8�6��IHGHUDO�RU�VWDWH�LQFRPH�WD[�ODZV�DSSOLFDEOH�WR�WKH�)XQG�RU�LWV�VKDUHKROGHUV��7KH�ULJKWV�
RI�LQGHPQL¿FDWLRQ�DQG�H[FXOSDWLRQ�SURYLGHG�XQGHU�WKH�$JUHHPHQW�DQG�'HFODUDWLRQ�RI�7UXVW�GR�QRW�SURYLGH�IRU�LQGHPQL¿FDWLRQ�RI�D�
7UXVWHH�IRU�DQ\�OLDELOLW\��LQFOXGLQJ�OLDELOLW\�XQGHU�8�6��IHGHUDO�VHFXULWLHV�ODZV�ZKLFK��XQGHU�FHUWDLQ�FLUFXPVWDQFHV��LPSRVH�OLDELOLW\�
HYHQ�RQ�SHUVRQV� WKDW�DFW� LQ�JRRG�IDLWK�� WR� WKH�H[WHQW��EXW�RQO\� WR� WKH�H[WHQW�� WKDW�VXFK� LQGHPQL¿FDWLRQ�ZRXOG�EH� LQ�YLRODWLRQ�RI�
DSSOLFDEOH�ODZ�

$PHQGPHQW�RI�WKH�$JUHHPHQW�DQG�'HFODUDWLRQ�RI�7UXVW
7KH�$JUHHPHQW�DQG�'HFODUDWLRQ�RI�7UXVW�PD\�EH�DPHQGHG�ZLWK�WKH�DSSURYDO�RI��L��WKH�%RDUG��LQFOXGLQJ�D�PDMRULW\�RI�WKH�,QGHSHQGHQW�
7UXVWHHV��LI�UHTXLUHG�E\�WKH������$FW��RU��LL��LI�UHTXLUHG��WKH�DSSURYDO�RI�WKH�VKDUHKROGHUV�E\�VXFK�YRWH�DV�LV�UHTXLUHG�E\�WKH������$FW�

7HUP��'LVVROXWLRQ�DQG�/LTXLGDWLRQ
8QOHVV�GLVVROYHG�DV�SURYLGHG�LQ�WKH�$JUHHPHQW�DQG�'HFODUDWLRQ�RI�7UXVW��WKH�)XQG�VKDOO�KDYH�SHUSHWXDO�H[LVWHQFH��7KH�)XQG�PD\�
EH�GLVVROYHG�DW�DQ\�WLPH�E\�YRWH�RI�D�PDMRULW\�RI�WKH�VKDUHV�RI�WKH�)XQG�HQWLWOHG�WR�YRWH�RU�E\�WKH�%RDUG�RI�7UXVWHHV�E\�ZULWWHQ�
QRWLFH�WR�WKH�6KDUHKROGHUV��8SRQ�GLVVROXWLRQ�RI�WKH�)XQG��WKH�7UXVWHHV�VKDOO�SD\�RU�PDNH�UHDVRQDEOH�SURYLVLRQ�WR�SD\�DOO�FODLPV�DQG�
REOLJDWLRQV�RI�WKH�)XQG��LQFOXGLQJ�DOO�FRQWLQJHQW��FRQGLWLRQDO�RU�XQPDWXUHG�FODLPV�DQG�REOLJDWLRQV�NQRZQ�WR�WKH�)XQG��DQG�DOO�FODLPV�
DQG�REOLJDWLRQV�ZKLFK�DUH�NQRZQ�WR�WKH�)XQG�EXW�IRU�ZKLFK�WKH�LGHQWLW\�RI�WKH�FODLPDQW�LV�XQNQRZQ��,I�WKHUH�DUH�VX൶FLHQW�DVVHWV�KHOG��
VXFK�FODLPV�DQG�REOLJDWLRQV�VKDOO�EH�SDLG�LQ�IXOO�DQG�DQ\�VXFK�SURYLVLRQV�IRU�SD\PHQW�VKDOO�EH�PDGH�LQ�IXOO��,I�WKHUH�DUH�LQVX൶FLHQW�
DVVHWV�KHOG�ZLWK�UHVSHFW�WR�WKH�)XQG��VXFK�FODLPV�DQG�REOLJDWLRQV�VKDOO�EH�SDLG�RU�SURYLGHG�IRU�DFFRUGLQJ�WR�WKHLU�SULRULW\�DQG��DPRQJ�
FODLPV�DQG�REOLJDWLRQV�RI�HTXDO�SULRULW\��UDWDEO\�WR�WKH�H[WHQW�RI�DVVHWV�DYDLODEOH�WKHUHIRU��$Q\�UHPDLQLQJ�DVVHWV��LQFOXGLQJ�ZLWKRXW�
OLPLWDWLRQ��FDVK��VHFXULWLHV�RU�DQ\�FRPELQDWLRQ�WKHUHRI��KHOG�ZLWK�UHVSHFW�WR�WKH�)XQG�VKDOO�EH�GLVWULEXWHG�WR�WKH�6KDUHKROGHUV�RI��
UDWDEO\�DFFRUGLQJ�WR�WKH�QXPEHU�RI�6KDUHV�KHOG�E\�WKH�VHYHUDO�6KDUHKROGHUV�RQ�WKH�UHFRUG�GDWH�IRU�VXFK�GLVVROXWLRQ�GLVWULEXWLRQ�

2WKHU�,QIRUPDWLRQ
7KH�3URVSHFWXV�DQG�WKH�6$,�GR�QRW�FRQWDLQ�DOO�RI�WKH�LQIRUPDWLRQ�VHW�IRUWK�LQ�WKH�5HJLVWUDWLRQ�6WDWHPHQW�WKDW�WKH�)XQG�KDV�¿OHG�ZLWK�
WKH�6(&��¿OH�QR���������������������������7KH�FRPSOHWH�5HJLVWUDWLRQ�6WDWHPHQW�PD\�EH�REWDLQHG�IURP�WKH�6(&�DW�ZZZ�VHF�JRY��
6HH�WKH�FRYHU�SDJH�RI�WKLV�3URVSHFWXV�IRU�LQIRUPDWLRQ�DERXW�KRZ�WR�REWDLQ�D�SDSHU�FRS\�RI�WKH�5HJLVWUDWLRQ�6WDWHPHQW�RU�6$,�ZLWKRXW�
FKDUJH�



 
��
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FACTS :+$7�'2(6�$��$/7(51$7,9(�&5(',7�)81'�'2�:,7+�<285�3(5621$/�
,1)250$7,21"�

:K\" )LQDQFLDO�FRPSDQLHV�FKRRVH�KRZ�WKH\�VKDUH�\RXU�SHUVRQDO�LQIRUPDWLRQ��)HGHUDO�ODZ�JLYHV�FRQVXPHUV�
WKH�ULJKW�WR�OLPLW�VRPH�EXW�QRW�DOO�VKDULQJ��)HGHUDO�ODZ�DOVR�UHTXLUHV�XV�WR�WHOO�\RX�KRZ�ZH�FROOHFW��VKDUH��
DQG�SURWHFW�\RXU�SHUVRQDO�LQIRUPDWLRQ��3OHDVH�UHDG�WKLV�QRWLFH�FDUHIXOO\�WR�XQGHUVWDQG�ZKDW�ZH�GR�

:KDW"
 
 

7KH�W\SHV�RI�SHUVRQDO�LQIRUPDWLRQ�ZH�FROOHFW�DQG�VKDUH�GHSHQG�RQ�WKH�SURGXFW�RU�VHUYLFH�\RX�KDYH�ZLWK�
XV��7KLV�LQIRUPDWLRQ�FDQ�LQFOXGH�

6RFLDO�6HFXULW\�QXPEHU
Assets
5HWLUHPHQW�$VVHWV
7UDQVDFWLRQ�+LVWRU\
&KHFNLQJ�$FFRXQW�,QIRUPDWLRQ�

3XUFKDVH�+LVWRU\
$FFRXQW�%DODQFHV
$FFRXQW�7UDQVDFWLRQV
:LUH�7UDQVIHU�,QVWUXFWLRQV
 

:KHQ�\RX�DUH�no longer�RXU�FXVWRPHU��ZH�FRQWLQXH�WR�VKDUH�\RXU�LQIRUPDWLRQ�DV�GHVFULEHG�LQ�WKLV�
QRWLFH�

+RZ" $OO�¿QDQFLDO�FRPSDQLHV�QHHG�WR�VKDUH�FXVWRPHUV¶�SHUVRQDO�LQIRUPDWLRQ�WR�UXQ�WKHLU�HYHU\GD\�EXVLQHVV��
,Q�WKH�VHFWLRQ�EHORZ��ZH�OLVW�WKH�UHDVRQV�¿QDQFLDO�FRPSDQLHV�FDQ�VKDUH�WKHLU�FXVWRPHUV¶�SHUVRQDO�
LQIRUPDWLRQ��WKH�UHDVRQV�$��$OWHUQDWLYH�&UHGLW�)XQG�FKRRVHV�WR�VKDUH��DQG�ZKHWKHU�\RX�FDQ�OLPLW�WKLV�
VKDULQJ�

5($6216�:(�&$1�6+$5(�<285�3(5621$/�,1)250$7,21
'RHV�$��$OWHUQDWLYH�
&UHGLW�)XQG�VKDUH"

&DQ�\RX�OLPLW�
WKLV�VKDULQJ"

)RU�RXU�HYHU\GD\�EXVLQHVV�SXUSRVHV�²�VXFK�DV�WR�SURFHVV�\RXU�
WUDQVDFWLRQV��PDLQWDLQ�\RXU�DFFRXQW�V���UHVSRQG�WR�FRXUW�RUGHUV�DQG�OHJDO�
LQYHVWLJDWLRQV��RU�UHSRUW�WR�FUHGLW�EXUHDXV Yes No

)RU�RXU�PDUNHWLQJ�SXUSRVHV�²�WR�R൵HU�RXU�SURGXFWV�DQG�VHUYLFHV�WR�\RX No :H�GRQ¶W�VKDUH

)RU�MRLQW�PDUNHWLQJ�ZLWK�RWKHU�¿QDQFLDO�FRPSDQLHV No :H�GRQ¶W�VKDUH

)RU�RXU�D൶OLDWHV¶�HYHU\GD\�EXVLQHVV�SXUSRVHV�²�LQIRUPDWLRQ�DERXW�\RXU�
WUDQVDFWLRQV�DQG�H[SHULHQFHV No :H�GRQ¶W�VKDUH

)RU�RXU�D൶OLDWHV¶�HYHU\GD\�EXVLQHVV�SXUSRVHV�²�LQIRUPDWLRQ�DERXW�\RXU�
creditworthiness No :H�GRQ¶W�VKDUH

)RU�QRQD൶OLDWHV�WR�PDUNHW�WR�\RX No :H�GRQ¶W�VKDUH

48(67,216" &DOO���������������
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:+2�:(�$5(  

:KR�LV�SURYLGLQJ�WKLV�QRWLFH" A3 Alternative Credit Fund 

:+$7�:(�'2  

+RZ�GRHV�$��$OWHUQDWLYH�&UHGLW�)XQG�
SURWHFW�P\�SHUVRQDO�LQIRUPDWLRQ"

7R�SURWHFW�\RXU�SHUVRQDO�LQIRUPDWLRQ�IURP�XQDXWKRUL]HG�DFFHVV�DQG�XVH��ZH�XVH�
VHFXULW\�PHDVXUHV�WKDW�FRPSO\�ZLWK�IHGHUDO�ODZ��7KHVH�PHDVXUHV�LQFOXGH�FRPSXWHU�
VDIHJXDUGV�DQG�VHFXUHG�¿OHV�DQG�EXLOGLQJV�

2XU�VHUYLFH�SURYLGHUV�DUH�KHOG�DFFRXQWDEOH�IRU�DGKHULQJ�WR�VWULFW�SROLFLHV�DQG�
SURFHGXUHV�WR�SUHYHQW�DQ\�PLVXVH�RI�\RXU�QRQSXEOLF�SHUVRQDO�LQIRUPDWLRQ��

+RZ�GRHV�$��$OWHUQDWLYH�&UHGLW�)XQG�
FROOHFW�P\�SHUVRQDO�LQIRUPDWLRQ"

:H�FROOHFW�\RXU�SHUVRQDO�LQIRUPDWLRQ��IRU�H[DPSOH��ZKHQ�\RX

�� 2SHQ�DQ�DFFRXQW

�� 3URYLGH�DFFRXQW�LQIRUPDWLRQ

�� *LYH�XV�\RXU�FRQWDFW�LQIRUPDWLRQ

�� 0DNH�GHSRVLWV�RU�ZLWKGUDZDOV�IURP�\RXU�DFFRXQW

�� 0DNH�D�ZLUH�WUDQVIHU

�� 7HOO�XV�ZKHUH�WR�VHQG�WKH�PRQH\

�� 7HOOV�XV�ZKR�UHFHLYHV�WKH�PRQH\

�� 6KRZ�\RXU�JRYHUQPHQW�LVVXHG�,'

• Show your driver’s license

:H�DOVR�FROOHFW�\RXU�SHUVRQDO�LQIRUPDWLRQ�IURP�RWKHU�FRPSDQLHV��

:K\�FDQ¶W�,�OLPLW�DOO�VKDULQJ"

)HGHUDO�ODZ�JLYHV�\RX�WKH�ULJKW�WR�OLPLW�RQO\

�� �6KDULQJ�IRU�D൶OLDWHV¶�HYHU\GD\�EXVLQHVV�SXUSRVHV�±�LQIRUPDWLRQ�DERXW�\RXU�
creditworthiness

�� $൶OLDWHV�IURP�XVLQJ�\RXU�LQIRUPDWLRQ�WR�PDUNHW�WR�\RX

�� 6KDULQJ�IRU�QRQD൶OLDWHV�WR�PDUNHW�WR�\RX

 6WDWH�ODZV�DQG�LQGLYLGXDO�FRPSDQLHV�PD\�JLYH�\RX�DGGLWLRQDO�ULJKWV�WR�OLPLW�
VKDULQJ�

'(),1,7,216  

$൶OLDWHV

&RPSDQLHV�UHODWHG�E\�FRPPRQ�RZQHUVKLS�RU�FRQWURO��7KH\�FDQ�EH�¿QDQFLDO�DQG�
QRQ¿QDQFLDO�FRPSDQLHV�
•  $��$OWHUQDWLYH�&UHGLW�)XQG�GRHV�QRW�VKDUH�ZLWK�RXU�D৽OLDWHV�IRU�PDUNHWLQJ�

purposes.

1RQD൶OLDWHV

&RPSDQLHV�QRW�UHODWHG�E\�FRPPRQ�RZQHUVKLS�RU�FRQWURO��7KH\�FDQ�EH�¿QDQFLDO�DQG�
QRQ¿QDQFLDO�FRPSDQLHV�
•  $�� $OWHUQDWLYH� &UHGLW� )XQG� GRHV� QRW� VKDUH� ZLWK� QRQD৽OLDWHV� VR� WKH\� FDQ�

market to you.

-RLQW�PDUNHWLQJ
$�IRUPDO�DJUHHPHQW�EHWZHHQ�QRQD൶OLDWHG�¿QDQFLDO�FRPSDQLHV�WKDW�WRJHWKHU�PDUNHW�
¿QDQFLDO�SURGXFWV�RU�VHUYLFHV�WR�\RX�
•  $��$OWHUQDWLYH�&UHGLW�)XQG�GRHVQ¶W�MRLQWO\�PDUNHW�
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A3 ALTERNATIVE CREDIT FUND

6KDUHV�RI�%HQH¿FLDO�,QWHUHVW��$$$&;�

6HSWHPEHU���������

,QYHVWPHQW�$GYLVHU 
$��)LQDQFLDO�,QYHVWPHQWV��//&

$OO�GHDOHUV� WKDW�EX\�� VHOO�RU� WUDGH� WKH�)XQG¶V� VKDUHV��ZKHWKHU�RU�QRW�SDUWLFLSDWLQJ� LQ� WKLV�R൵HULQJ��PD\�EH� UHTXLUHG� WR�GHOLYHU�D�
3URVSHFWXV�ZKHQ�DFWLQJ�RQ�EHKDOI�RI�WKH�)XQG¶V�'LVWULEXWRU�

<RX�VKRXOG�UHO\�RQO\�RQ�WKH�LQIRUPDWLRQ�FRQWDLQHG�LQ�RU�LQFRUSRUDWHG�E\�UHIHUHQFH�LQWR�WKLV�3URVSHFWXV��7KH�)XQG�KDV�QRW�DXWKRUL]HG�
DQ\�RWKHU� SHUVRQ� WR�SURYLGH�\RX�ZLWK�GL൵HUHQW� LQIRUPDWLRQ�� ,I� DQ\RQH�SURYLGHV�\RX�ZLWK�GL൵HUHQW� RU� LQFRQVLVWHQW� LQIRUPDWLRQ��
\RX�VKRXOG�QRW�UHO\�RQ�LW��7KH�)XQG�LV�QRW�PDNLQJ�DQ�R൵HU�WR�VHOO�WKHVH�VHFXULWLHV�LQ�DQ\�MXULVGLFWLRQ�ZKHUH�WKH�R൵HU�RU�VDOH�LV�QRW�
SHUPLWWHG�


