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THIS DOCUMENT CONTAINS IMPORTANT INFORMATION ABOUT THE ICAV AND THE FUNDS 
AND SHOULD BE READ CAREFULLY BEFORE INVESTING. IF YOU HAVE ANY QUESTIONS 
ABOUT THE CONTENTS OF THIS PROSPECTUS YOU SHOULD CONSULT YOUR BROKER, IN-
TERMEDIARY, BANK MANAGER, LEGAL ADVISER, ACCOUNTANT OR OTHER INDEPENDENT 
FINANCIAL ADVISER. 

 
Certain terms used in this Prospectus are defined in the section of this document entitled ñDefini-
tionsò. 

 
Central Bank Authorisation 

The ICAV has been authorised by the Central Bank as a UCITS within the meaning of the UCITS 
Regulations. The authorisation of the ICAV is not an endorsement or guarantee of the ICAV by 
the Central Bank nor is the Central Bank responsible for the contents of this Prospectus. Au-
thorisation of the ICAV by the Central Bank does not constitute a warranty as to the performance 
of the ICAV and the Central Bank shall not be liable for the performance or default of the ICAV 
or of any Fund. The ICAV is an umbrella fund with segregated liability between Funds. 

 
Investment Risks 

There can be no assurance that a Fund will achieve its investment objective. It should be appre-
ciated that the value of the Shares and any income from them is not guaranteed and may go 
down as well as up. An investment in a Fund involves investment risks, including possible loss 
of the amount invested. Where a Subscription Fee and/or Redemption Fee is provided for in a 
Supplement the difference at any one time between the sale and repurchase price of Shares in 
the Fund means that the investment in the Fund should be viewed as medium to long term. An 
investment in the ICAV should not constitute a substantial proportion of an investment portfolio 
and may not be appropriate for all investors. The capital return and income of the Funds are based 
on the capital appreciation and income on the investments itholds, less expenses incurred. Therefore, a 
Fundôs return may be expected to fluctuate in response tochanges in such capital appreciation or income. 
Fluctuations in the rate of exchange between the currency in which the Shares are denominated and the 
currency of investment may also have the effect of causing the value of an investment in the Shares to 
diminish or increase. Investorsô attention is drawn to the specific risk factors set out in the section entitled 
ñRisk Factorsò. 

 
Shareholders should note that all/part of the fees and expenses (including management fees if 
applicable) may be charged to the capital of a Fund. This will have the effect of lowering the 
capital value of your investment of the relevant Fund where disclosed in the relevant Supple-
ment. 

 
Listing on a Stock Exchange 

The intention of the ICAV is for each of the Funds to qualify as exchange-traded funds through listing 
and trading ETF Shares on one or more Relevant Stock Exchange(s). 
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The approval of any listing particulars pursuant to the listing requirements of the Relevant Stock 
Exchange does not constitute a warranty or representation by such Relevant Stock Exchange as to 
the competence of the service providers or as to the adequacy of information contained in the listing 
particulars or the suitability of the ETF Shares for investment or for any other purpose. 

 
Neither the admission of the ETF Shares to the Relevant Stock Exchange(s) nor the approval of any 
relevant listing particulars pursuant to the listing requirements of the Relevant Stock Exchange(s) 
shall constitute a warranty or representation by the Relevant Stock Exchange(s) as to the compe-
tence of the service providers or any other party connected with the ICAV, the adequacy of infor-
mation contained in the relevant listing particulars or the Prospectus or the suitability of the ICAV or 
any of its Funds (or Classes thereof) for investment purposes. Neither the delivery of the listing par-
ticulars, nor the offer, issue or sale of ETF Shares shall, under any circumstances, constitute a rep-
resentation that the information contained in this Prospectus is correct as of any time subsequent to 
the date of this Prospectus. 

 
It is possible that in certain jurisdictions, parties entirely unaffiliated with the ICAV or the Manager, 
may make the Shares of any Fund available for investment by investors in those jurisdictions through 
off market (or over the counter) trading mechanisms. Neither the ICAV, nor the Manager, endorse or 
promote such activities and are not in any way connected to such parties or these activities and do 
not accept any liability in relation to their operation and trading. 

 
For details of where the Funds are listed or admitted for trading, please refer to https://globalxetfs.eu. 

 

Distribution and Selling Restrictions 

The distribution of this Prospectus and the offering or purchase of the Shares may be restricted in 
certain jurisdictions. No persons receiving a copy of this Prospectus or the accompanying application 
form in any such jurisdiction may treat this Prospectus or such application form as constituting an 
invitation to them to purchase or subscribe for Shares, nor should they in any event use such appli-
cation form, unless in the relevant jurisdiction such an invitation could lawfully be made to them and 
such application form could lawfully be used. Accordingly, this Prospectus does not constitute an 
offer or solicitation by anyone in any jurisdiction in which such offer or solicitation is not lawful or in 
which the person making such offer or solicitation is not qualified to do so or to anyone to whom it is 
unlawful to make such offer or solicitation. It is the responsibility of any persons in possession of this 
Prospectus and any persons wishing to apply for Shares pursuant to this Prospectus to inform them-
selves of, and to observe, all applicable laws and regulations of any relevant jurisdiction. Prospective 
applicants for Shares should inform themselves as to the legal requirements of so applying and sub-
scribing, holding or disposing of such Shares and any applicable exchange control regulations and 
taxes in the countries of their respective citizenship, residence, incorporation or domicile, including 
any requisite government or other consents and the observing of any other formalities. 

 
United States 

The Shares have not been, and will not be, registered under the 1933 Act or the securities laws of 
any of the states of the US and the ICAV has not been, and will not be, registered under the 1940 
Act or the laws of any of the states of the US. Accordingly, the Shares may not be offered or sold 
directly or indirectly in the US or to or for the account or benefit of any US Person, except pursuant 
to an exemption from, or in a transaction not subject to the regulatory requirements of, the 1933 Act 
and any applicable state securities laws. The Shares will only be available to US Persons who are 
ñqualified institutional buyersò under Rule 144A under the 1933 Act and ñqualified purchasersò 
within the meaning of Section 2(a)(51) of the 1940 Act and who make certain representations. Any 
re-offer or resale of any of the Shares in the US or to US Persons may constitute a violation of US 
law. In the absence of such exemption or transaction, each applicant for Shares will be required to 
certify that it is not a US Person. 

 
The ICAV will not be registered under the 1940 Act, but will be exempt from such registration pursu-
ant to Section 3(c)(7) thereunder. Section 3(c)(7) exempts non-US issuers who are not making 

https://globalxetfs.eu/
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or proposing to make a public offering of their securities in the US. The outstanding securities of 
those issuers, to the extent that they are owned by US Persons (or transferees of US Persons), must 
be owned exclusively by persons who, at the time of acquisition of such securities, are qualified 
purchasers within the meaning of Section 2(a)(51) of the 1940 Act. Any US purchaser of the Shares 
must therefore be both a qualified institutional buyer under Rule 144A under the 1933 Act and a 
qualified purchaser within Section 2(a)(51) of the 1940 Act. 

 
Applicants for Shares will be required to certify that they are not US Persons. 

 
Under general Irish tax principles, the ICAV must hold a Relevant Declaration in respect of Share-
holders who are neither Irish Residents nor Irish Ordinary Residents and, in respect of those Share-
holders who are Irish Residents or Irish Ordinary Residents, to the extent that those Shareholders 
are not exempted Irish investors. In the absence of a Relevant Declaration, the ICAV will be under an 
obligation to deduct tax on the happening of a chargeable event. 

 
It should be noted that a Relevant Declaration or approval in relation to appropriate equivalent 
measures under the Finance Act 2010 provisions are not required to be made where the Shares, the 
subject of the application for subscription or registration of transfer, are held in a Recognised Clearing 
System so designated by the Revenue Commissioners. In this regard, the Directors and the Transfer 
Agent have determined that the ICAV will require a completed Relevant Declaration from each In-
vestor that has purchased Shares directly from the ICAV. It is the intention of the Directors that all of 
the ETF Shares will be held in a Recognised Clearing System unless otherwise stated in a Supplement. 

 
Where Shares are held in certificated form outside a Recognised Clearing System, prospective In-
vestors for Shares on subscription and proposed transferees of Shares will be required to complete a 
Relevant Declaration as a pre-requisite to being issued Shares in the ICAV or being registered as a 
transferee of the Shares (as the case may be). Furthermore, the existing Investors will also be re-
quired to make a Relevant Declaration (prior to the Shares ceasing to be held in a Recognised Clear-
ing System) as a pre-requisite to being permitted to remain as holders of Shares. A Relevant Decla-
ration will not be required to be completed in this regard where the ICAV has received approval under 
the Finance Act 2010 provisions where appropriate equivalent measures have been put in place. 

 
Marketing Rules 

Distribution of this Prospectus is not authorised unless it is accompanied by a copy of the latest 
annual report and, if published thereafter, the latest half-yearly report. However, potential Investors 
should note that the auditors do not accept or assume responsibility to any person other than the 
ICAV, the ICAVôs Shareholders as a body and any other person as may be agreed in writing by the 
auditors, for their audit work, their report or the opinions they have formed. Shares are offered only 
on the basis of the information contained in the current Prospectus and, as appropriate, the latest 
annual report or half-yearly report of the ICAV. 

 
Any further information or representation given or made by any dealer, salesman or other person 
should be disregarded and accordingly should not be relied upon. Neither the delivery of this Pro-
spectus nor the offer, issue or sale of Shares shall, under any circumstances, constitute a represen-
tation that the information given in this Prospectus is correct as of any time subsequent to the date 
of this Prospectus. Statements made in this Prospectus are based on the law and practice currently 
in force in Ireland and are subject to changes therein. 

 
This Prospectus may be translated into other languages provided that any such translation shall be 
a direct translation of the English text. In the event of any inconsistency or ambiguity in relation to 
the meaning of any word or phrase in translation, the English text shall prevail and all disputes as to 
the terms thereof shall be governed by, and construed in accordance with, the law of Ireland. This 
Prospectus should be read in its entirety before making an application for Shares. 
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DEFINITIONS 

In this Prospectus the following words and phrases shall have the meanings indicated below: 

 
ñ1933 Actò means the US Securities Act of 1933, as amended; 

ñ1940 Actò means the US Investment Company Act of 1940, as amended; 

ñAdministration Agreementò means the agreement dated 24 November 2020 between the 
ICAV, the Manager and the Administrator as may be amended or 
supplemented from time to time in accordance with the require-
ments of the Central Bank, pursuant to which the latter acts as ad-
ministrator of the ICAV; 

ñAdministratorò means SEI Investments ï Global Fund Services Limited or any 
successor administrator appointed by the Manager in accordance 
with the requirements of the Central Bank; 

ñAuthorised Participantò means a market maker, broker entity or institutional investor which 
is registered with the ICAV as an authorised participant and there-
fore able to instruct subscriptions and redemptions directly from, 
the ICAV for ETF Shares in a Fund (i.e. in the Primary Market), a 
list of which is available on https://globalxetfs.eu; 

ñAuthorised Participant 
Agreementò 

means the agreement entered into by the ICAV with each Author-
ised Participant in respect of subscription for and redemption of 
ETF Shares; 

ñBase Currencyò means the base currency of each Fund as specified in the section 
entitled ñInvestment Policyò of the relevant Supplement; 

ñBenchmark Regulationò means the Regulation (EU) 2016/1011 of the European Parliament 
and of the Council of 8 June 2016 on indices used as benchmarks 
in financial instruments and financial contracts or to measure the 
performance of investment funds and amending Directives 
2008/48/EC and 2014/17/EU and Regulation (EU) no 596/2014; 

ñBusiness Dayò means such day or days as the Directors may from time to time 
determine and as set out in the relevant Supplement and / or such 
other day or days as the Directors may from time to time determine 
and notify in advance to Shareholders; 

ñCash Componentò Means, in relation to a Fund, the cash component of the Portfolio 
Composition File which is made up of four elements, namely, (i) 
the accrued dividend attributable to Shareholders of the Fund (gen-
erally dividends and interest earned less fees and expenses in-
curred since the previous distribution), (ii) cash amounts represent-
ing amounts arising as a result of rounding the number of Shares to 
be delivered, cash held by the Fund or amounts representing dif-
ferences between the weightings of the Portfolio Composition File 
and the Fund, (iii) cash in lieu of any Investments set out in the Port-
folio Composition File, and (iv) any Duties and Charges which may 
occur in relation to the issue and/or redemption of Shares; 

ñCentral Bankò means the Central Bank of Ireland; 
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ñCentral Bank Regulationsò means the S.I. No. 230 of 2019, Central Bank (Supervision and 
Enforcement) Act 2013 (Section 48(1)) (Undertakings for Collec-
tive Investment in Transferable Securities) Regulations 2019, (as 
amended, consolidated or substituted from time to time) and any 
regulations or guidelines issued by the Central Bank pursuant 
thereto for the time being in force; 

ñCentral Securities 
Depositoryò 

means local central securities depositories (which may include, but 
are not limited to, the CREST system, Euroclear Netherlands, 
Clearstream Banking AG, Frankfurt/Main, SIS Sega Intersettle AG 
and Monte Titoli SPA) and Euroclear Bank S.A. which operates as 
an ICSD; 

ñCHFò means Swiss francs, the lawful currency of Switzerland; 

ñClearing Agentò means any entity affiliated with one or more Relevant Stock Ex-
changes and which facilitates the validation, delivery and settle-
ment of transactions in the ICAVôs ETF Shares; 

ñClass Currencyò means the currency of denomination of each Class in a Fund as 
specified in the relevant Supplement; 

ñClass means any class of Shares from time to time issued by the ICAV; 

ñCommon Depositoryò means an entity appointed as a depository for the ICSD and nom-
inated by the ICSD to hold the Global Share Certificate, currently 
The Bank of New York Depository (Nominees) Limited. 

ñCommon Depositoryôs 
Nomineeò 

means the entity appointed as nominee for the Common Deposi-
tory and being the registered holder of the ETF Shares of the 
Funds. 

ñCreation Unitsò means the minimum number of Shares for subscription in kind or 
the minimum number of Shares for redemption in kind, which shall 
be set out in the Supplement for the relevant Fund and as may be 
lowered by the Directors either generally or in any particular case; 

ñCSDò means Central Securities Depository; 

ñDealing Dayò means, in respect of each Fund (and unless otherwise specified in 
respect of a specific Fund in the relevant Supplement), a day on 
which the New York Stock Exchange is open for normal business 
or such Business Day(s) as the Directors may from time to time 
determine for dealings in a Fund (and notify in advance to Share-
holders) provided always that there shall be at least one Dealing 
Day each fortnight. The Investment Manager maintains an online 
ñDealing Day Calendarò at: https://globalxetfs.eu, where advance 
notice of all expected Dealing Days for each Fund is published on 
an ongoing basis. The Dealing Day Calendar is also available on 
request from the Investment Manager and the Distributor; 

ñDealing Day Calendarò means the timetable where advance notice of all expected Dealing 
Days for each Fund is published on an ongoing basis. The Dealing 
Day Calendar is also available on request from the Investment 
Manager and the Distributor; 

https://globalxetfs.eu/


9  

ñDelegated Regulationò the Commission Delegated Regulation of 17 December 2015 sup-
plementing Directive 2009/65/EU of the European Parliament and 
of the Council of 23 July 2014 with regard to obligations of depos-
itaries, once it has entered into force and is directly effective in Ire-
land; 

ñDematerialised Formò in relation to Shares, means Shares the title to which is permitted 
to be transferred by means of a relevant system operated by an 
operator approved or recognised under the Companies Act, 1990 
(Uncertificated Securities) Regulations, 1996 (S.I. No. 68 of 1996) 
and that is a participating security for the purpose of such regula-
tions; 

ñDepositaryò means SEI Investments ï Depositary and Custodial Services (Ire-
land) Limited or any successor depositary appointed by the ICAV 
in accordance with the requirements of the Central Bank; 

ñDepositary Agreementò means the agreement dated 24 November 2020 between the 
ICAV, the Manager and the Depositary as may be amended or 
supplemented from time to time in accordance with the require-
ments of the Central Bank, pursuant to which the latter acts as de-
positary of the ICAV; 

ñDepositary Receiptò means an equity-related security which evidences ownership of 
underlying securities. Depositary Receipts may include American 
Depositary Receipts (ñADRsò) and Global Depositary Receipts 
(ñGDRsò); 

ñDirectorsò means the directors of the ICAV for the time being and any duly 
constituted committee thereof; 

ñDistribution Agreementò means the agreement dated 24 November 2020 between the 
ICAV, the Manager and the Distributor as may be amended or sup-
plemented from time to time in accordance with the requirements 
of the Central Bank, pursuant to which the latter acts as distributor 
of the ICAV; 

ñDistribution Dateò for any distributing Shares, a date on which distributions are to be 
declared, the frequency of which shall be disclosed in the relevant 
Supplement; 

ñDistributorò means Global X Management Company LLC or any or any succes-
sor distributor appointed by the Manager in accordance with the re-
quirements of the Central Bank; 



10  

ñDuties and Chargesò means in relation to subscriptions and/or redemptions of Shares of 
any Fund on the Primary Market, the costs which may be charged 
to applicants in connection with the subscription or redemption of 
Shares, such as part or all of any of Transaction Costs; stamp and 
other duties; taxes; governmental charges; valuation fees; property 
management fees; agents fees; brokerage fees; bank charges; for-
eign exchange spreads; interest; depositary charges (relating to 
subscriptions and redemptions); transfer fees; registration fees; 
and all other duties and charges which, for the avoidance of doubt, 
includes, any provision for spreads (to take into account the differ-
ence between the price at which Investments were valued for the 
purpose of calculating the Net Asset Value and the actual or esti-
mated price at which such Investments are or shall be bought as a 
result of a subscription or sold as a result of a redemption), whether 
in connection with the original acquisition or increase of the Invest-
ments of the relevant Fund or the subscription, issue, sale, pur-
chase, transfer, conversion or redemption of Shares, or the pur-
chase or proposed purchase of Investments or otherwise which 
may have become or will be payable in respect of or prior to or in 
connection with or arising out of or upon the occasion of any trans-
action or dealing in respect of which such duties and charges are 
payable on the issue and/or redemption of Shares, any charges 
associated with payments of cash in lieu of securities delivery as 
part of the Cash Component of a Portfolio Composition File, and any 
costs associated with the acquisition or disposition of Investments 
while the relevant Regulated Market for the securities is closed, and 
costs associated with short settlement, long settlement, or any 
other non-standard settlement of subscriptions, redemptions, con-
versions or transfers of Shares; 

ñEEAò means the European Economic Area; 

ñEligible Collective 
Investment Schemeò 
 

UCITS established in 
Member States which are 
authorised under the 
Schemesò 

means UCITS established in Member States which are authorised 
under the UCITS Directive and which may be listed on a Regulated 
Market in the EU and/or any of the following open-ended collective 
investment schemes: 

 
(a) schemes established in Guernsey and authorised 

as Class A schemes; 
(b) schemes established in Jersey as recognised 

funds; 
(c) schemes established in the Isle of Man as author-

ised schemes; 
(d) retail investor alternative investment funds author-

ised by the Central Bank provided such invest-
ment funds comply in all material respects with the 
provisions of the UCITS Regulations and the Cen-
tral Bank Regulations; and 

(e) alternative investment funds authorised in the EU, 
the EEA, the US, Jersey, Guernsey or the Isle of 
Man and which comply, in all material respects 
with the provisions of the UCITS Regulations and 
the Central Bank Regulations; 

 
ñEMIRò 

 
means the European Market Infrastructure Regulation (Regulation 
(EU No. 648/2012/195 amended)); 
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ñESMA Registerò means the register of administrators and benchmarks maintained 
by the European Securities and Markets Authority under the 
Benchmark Regulation; 

ñETF Sharesò means a Class issued by the ICAV in respect of a Fund which are 
exchange-traded; 

ñEUò means the European Union; 

ñEU Money Market Fund 
Regulationò 

means Regulation (EU) 2017/1131 of the European Parliament 
and of the Council of 14 June 2017 on money market funds and 
any delegated regulation published pursuant to it; 

ñEuroclearò means Euroclear Bank S.A. N.V. Belgium and any such successor 
in business thereto, as operator of the Euroclear clearing system, 
a Recognised Clearing System which provides securities services 
to the ICAV; 

ñEuroclear Participantò means an accountholder in the Euroclear (which may include Au-
thorised Participants, their nominees, agents, CSDs or ICSDs) and 
who hold their interest in Shares of the Funds settled and/or 
cleared through Euroclear; 

ñEuroò or ñeuroò or ñeurò means the currency unit referred to in the Second Council Regula-
tion (EC) No. 974/98 of 3 May 1998 on the introduction of the euro; 

ñEuronext Dublinò means the Irish Stock Exchange plc trading as Euronext Dublin; 

ñFDIò means a financial derivative instrument (including an OTC 
derivative) permitted by the UCITS Regulations; 

ñFundsò means the sub-funds of the ICAV listed in the Fund Schedule 
Supplement and ñFundò shall mean any one of them; 

ñFund Schedule 
Supplementò 

means a supplement to this Prospectus containing a list of the 
Funds established by the ICAV; 

 

ñGBPò 
 

means British Pounds, the lawful currency of the United Kingdom; 

ñGlobal Share Certificate" means the certificate evidencing entitlement to the Shares issued 
pursuant to the Instrument of Incorporation and the Prospectus, 
described in further detail under the section titled ñGlobal Clearing 
and Settlementò; 

ñHedged Classò means a currency-hedged Class; 

ñICAVò means Global X ETFs ICAV; 

ñICAV Actò means the Irish Collective Asset-management Vehicles Act 2015, 
as may be amended, supplemented or replaced from time to time, 
including any regulations made by ministerial order thereunder; 

ñICSDò means an International Central Securities Depositary; 
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ñIndexò means the index which a Fund may aim to track or replicate, pur-
suant to its investment objective and in accordance with its invest-
ment policies, as described in the relevant Supplement for the rel-
evant Fund; 

ñIndex Fundò means each Fund that aims to track and replicate an index; 

ñIndex Providerò means the entity or person who by itself or through a designated 
agent compiles, calculates or publishes information on the relevant 
Index; 

ñInitial Offer Periodò means the period set out by Directors in each relevant Supplement 
in relation to any Fund or Class as the period during which such 
Shares are initially on offer unless such period is shortened or ex-
tended and notified to the Central Bank; 

ñInstrument of 
Incorporationò 

means the instrument of incorporation of the ICAV; 

ñIntermediaryò means a person who: (i) carries on a business which consists of, 
or includes, the receipt of payments from an investment undertak-
ing on behalf of other persons; or (ii) holds shares in an investment 
undertaking on behalf of other persons; 

ñInternational Central Secu-
rities Depositoriesò 

means such Recognised Clearing Systems used by the Fund issu-
ing their Shares through the International Central Securities De-
pository settlement system, which is an international settlement 
system connected to multiple national markets; 

ñInvestmentò means any investment which is permitted by the UCITS 
Regulations and the Instrument of Incorporation; 

ñInvestment Gradeò in reference to a security, means the security has a rating of BBB- 
or higher from S&P or Baa3 or higher from Moodyôs or the equiva-
lent or higher from another NRSRO or that the security is not rated 
but is considered by the Investment Manager to be of similar qual-
ity; 

ñInvestment Managerò means any investment manager(s) appointed by the Manager or 
any successor investment manager appointed by the Manager in 
respect of any or all of the Funds in accordance with the require-
ments of the Central Bank as specified in each Supplement; 

ñInvestment Management 
Agreementò 

Means an agreement between the ICAV, the Manager and the In-
vestment Manager for each Fund as may be amended or supple-
mented from time to time in accordance with the requirements of 
the Central Bank, pursuant to which the latter is appointed as in-
vestment manager of any or all of the Funds; 

ñInvestorò means a Shareholder and/or a beneficial holder of Shares who is 
not a Shareholder; 

ñManagerò means Carne Global Fund Managers (Ireland) Limited or any suc-
cessor appointed by the ICAV in accordance with the require-
ments of the Central Bank; 
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ñManagement Agreementò means the agreement dated 24 November 2020 between the ICAV 
and the Manager as may be amended or supplemented from time 
to time in accordance with the requirements of the Central Bank, 
pursuant to which the latter acts as manager of the ICAV; 

ñMember Stateò means a member state of the EU; 

ñMinimum Redemption 
Amountò 

means the minimum amount which may be redeemed in a Class 
of a Fund at any one time. For each Class, the Minimum Redemp-
tion Amount shall be specified in the relevant Supplement and shall 
be specified as either (i) a number of Shares or (ii) a cash amount in 
respect of which the applicable number of Shares shall at least 
equate in value to the cash amount specified. The Minimum Re-
demption Amount may be reduced by the ICAV in any case at its 
discretion; 

ñMinimum Subscription 
Amountò 

means the minimum amount which may be subscribed for in a 
Class of a Fund, at any one time. For each Class, the Minimum 
Subscription Amount shall be specified in the relevant Supplement 
and shall be specified as either (i) a number of Shares or (ii) a cash 
amount in respect of which the applicable number of Shares shall 
at least equate in value to the cash amount specified. The Mini-
mum Subscription Amount may be reduced by the ICAV in any case 
at its discretion; 

ñMoney Market Fundò means an Eligible Collective Investment Scheme that invests in 
money market instruments and authorised under the EU Money 
Market Fund Regulation; 

ñMoodyôsò means Moodyôs Investors Service, Inc.; 

ñNASDAQò means NASDAQ, Inc; 

ñNet Asset Valueò means the net asset value of a Fund or Class, as appropriate, 
calculated as described herein; 

ñNet Asset Value per Shareò means, in respect of any Shares, the Net Asset Value attributable 
to the Shares issued in respect of a Fund or Class, divided by the 
number of Shares in issue in respect of that Fund or Class; 

ñNon-ETF Sharesò means a Class issued by the ICAV in respect of a Fund which are 
not exchange-traded; 

ñNRSROò means a Nationally Recognised Statistical Rating Agency, 
including Moodyôs, and S&P; 

ñNYSEò means the New York Stock Exchange; 

ñOECDò means the Organisation for Economic Co-operation and 
Development; 

ñOTC Swapò, means over-the-counter derivative contracts, entered into by a 
Fund and a counterparty for the purpose of gaining economic ex-
posure to an Index or other actual or notional portfolio of assets, as 
specified in the Prospectus; 

ñPaying Agentò means the entity appointed to act as paying agent to the Fund; 
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ñPaying Agency Agreementò means the agreement between the Manager, the ICAV and the 
Paying Agent dated 24 November 2020 as may be amended from 
time to time in accordance with the requirements of the Central 
Bank. 

ñPortfolio Composition Fileò means the file setting out the Investments and Cash Component 
which the ICAV is willing to accept on a subscription for Shares in 
satisfaction of the price of Shares thereof or which the ICAV will 
provide in respect of a properly submitted redemption request in 
satisfaction of the payment of redemption proceeds; 

ñPrimary Marketò means a market on which the ETF Shares of a Fund are sub-
scribed for or redeemed (off exchange) directly with the ICAV; 

ñQualified Holderò means any person, corporation or entity other than a person, cor-
poration or entity whose holding might result in regulatory, pecuni-
ary, legal, taxation or material administrative disadvantage for the 
ICAV or the Investors as a whole specifically (i) a US Person; (ii) 
an ERISA Plan; or (iii) a custodian, nominee, or trustee for any per-
son, corporation or entity described in (i) and (ii) above; 

ñRecognised Clearing 
Systemò 

means any clearing system for the settlement of transactions in 
relation to the securities designated by the Revenue Commission-
ers as a recognised clearing system for the purposes of Chapter 
1(a) of Part 27 of the Taxes Consolidation Act, 1997 (as amended) 
which at the date hereof comprise Clearstream Banking SA, Clear-
stream Banking AG, Euroclear, Crest UK, National Securities 
Clearing System, Sicovam SA, SIS Sega Intersettle AG and 
NECIGEF (Nederlands Centraal Instituut voor Giraal Effecten-
verkeer B.V.-the Dutch central institute for giro transferred securi-
ties), BNY Mellon Central Securities Depository SA/NV, Central 
Moneymarkets Office, Depository Trust Company of New York, 
Deutsche Bank AG, Depository and Clearing System, Japan Secu-
rities Depository Centre, Monti Titoli SPA, National Securities Clear-
ing System, The Canadian Depository for Securities Ltd. and VPC 
AB; 

ñRedemption Feeò means the charge, if any, payable to the Manager on a redemption 
for Shares as specified in the relevant Supplement; 

ñRegisterò means the Shareholder register of the ICAV; 

ñRegulated Marketò means a stock exchange or regulated market which is provided for 
in the Instrument of Incorporation, details of which are set out in 
Schedule I; 

ñRelevant Declarationò means a declaration in the prescribed form confirming that the In-
vestor or prospective Investor is not an Irish resident and not a 
person ordinarily resident in Ireland in respect of whom it is neces-
sary to deduct tax; 

ñRelevant Stock 
Exchange(s)ò 

means in respect of a Fund, the stock exchange(s) on which ETF 
Shares of such Fund will be listed and/or admitted to trading; 

ñRevenue Commissionersò means the Revenue Commissioners of Ireland; 

ñS&Pò means Standard & Poorôs Financial Services LLC; 
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ñSecondary Marketò means a market on which Shares of the Funds are traded between 
investors rather than with the ICAV itself, which may either take 
place on a Relevant Stock Exchange or over the counter; 

ñSecurities Financing 
Transaction" or "SFT" 

means (i) a repurchase transaction; (ii) securities or commodities 
lending and securities or commodities borrowing; (iii) a buy-sell 
back transaction or sell-buy back transaction; or (iv) a margin lend-
ing transaction, each as defined in the SFTR; 

ñSecurities Financing 
Transaction Regula-
tion" or "SFTR" 

means Regulation (EU) 2015/2365 of the securities financing trans-
actions and of reuse and amending Regulation (EU) No 648/2012; 

ñSettlement Timeò means the relevant time specified for the settlement of subscription 
or redemption applications in the relevant Supplement; 

ñSharesò means participating shares in the ICAV (both ETF Shares and 
Non-ETF Shares) and includes, where the context so permits or 
requires, the Shares in a Fund which may be divided into different 
Classes; 

ñShareholderò means a registered holder of Shares; 

ñSubscriber Sharesò means the subscriber shares issued by the ICAV; 

ñSubscription Feeò means the charge, if any, payable to the Manager on subscription 
for Shares as specified in the relevant Supplement; 

ñSupplementò means the Supplements to this Prospectus (each a "Supplement") 
and any Supplement issued by the ICAV in relation to the creation 
of new Funds and/or Classes; 

ñTrade Cut-Off Timeò means the relevant cut-off time for subscriptions or redemptions in 
respect of the relevant Dealing Day as specified in the Supplement 
for the relevant Fund; 

ñTransaction Costsò Means any costs and expenses incurred in respect of the buying 
and selling of portfolio securities and financial instruments as 
Investments, including but not limited to brokerage fees and com-
missions, interest and taxes payable in respect of such purchase 
and sale transactions; 

ñTransfer Agency 
Agreementò 

means the agreement dated 24 November 2020 between the 
ICAV, the Manager and the Transfer Agent as may be amended or 
supplemented from time to time in accordance with the require-
ments of the Central Bank, pursuant to which the latter acts as trans-
fer agent of the ICAV; 

ñTransfer Agentò means Brown Brothers Harriman Fund Administration Services 
(Ireland) Limited or any successor transfer agent appointed by the 
Manager in accordance with the requirements of the Central Bank; 

ñUCITSò means an undertaking for collective investment in transferable 
securities established pursuant to the UCITS Regulations; 
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ñUCITS Directiveò means Directive No. 2009/65/EC of the European Parliament and 
of the Council of 13 July 2009 as amended by Directive No. 
2014/91/EU of the European Parliament and of the Council of 23 
July 2014 as may be amended or replaced; 

ñUCITS Regulationsò means the European Communities (Undertakings for Collective In-
vestment in Transferable Securities) Regulations 2011 as 
amended by European Union (Undertakings for Collective Invest-
ment in Transferable Securities) (Amendment) Regulations 2016 
as may be amended or replaced; 

ñUCITS Rulesò means the UCITS Regulations and the Central Bank Regulations, 
as such may be amended, supplemented or replaced; 

ñUKò means the United Kingdom of Great Britain and Northern Ireland; 

ñUmbrella Cash Accountò means a single subscription and redemption account in the name 
of the ICAV operated at umbrella level through which subscription, 
redemption and dividend monies and Fund liquidation proceeds 
are paid; 

ñUSò means the United States of America, its territories, possessions 
and all other areas subject to its jurisdiction; 

ñUSDò means US dollar, the lawful currency of the US; 

ñUS Government Securitiesò means any security or securities issued or guaranteed by the US 
government, its agencies or instrumentalities; 

ñUS Personò means (i) a citizen or resident of the US; (ii) a partnership organ-
ised or existing in or under the laws of the US; (iii) a corporation 
organised under the laws of the US; (iv) any estate or trust which is 
subject to US federal income tax on its income regardless of its 
source; 

ñValuation Pointò means the day and times at which the assets and liabilities of a 
Fund will be valued for the purposes of calculating the Net Asset 
Value which is specified in the Supplement for the relevant Fund; 
which will always occur after the Trade Cut-Off time of the relevant 
Fund. 
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INTRODUCTION 

 
The ICAV is an open-ended investment vehicle with variable capital organised under the laws of 
Ireland as an ICAV. The ICAV has been authorised by the Central Bank as a UCITS within the 
meaning of the UCITS Regulations on 24 November 2020. It was registered on 20 July 2020 under 
registration number C435449. Its sole object is the collective investment in transferable securities 
and/or other liquid financial assets referred to in Regulation 68 of the UCITS Regulations of capital 
raised from the public and which operates on the principle of risk spreading. 

 
The ICAV is structured as an umbrella fund with segregated liability between Funds. The Instrument 
of Incorporation provides that the ICAV may offer separate Classes of Shares, each representing 
interests in a Fund with each Fund comprising of a distinct portfolio of Investments. In addition, each 
Fund may be further divided into a number of different Classes within the Fund. 

 
The Funds are exchange-traded funds. At least one Class of ETF Shares in each Fund will be listed 
on one or more stock exchanges. Application will be made for certain Classes of ETF Shares to be 
admitted to trading on the Euronext Dublinôs market for listed securities. Application will from time to 
time also be made for certain Classes of ETF Shares to be admitted to trading on stock exchanges 
that may include but will not be limited to the London Stock Exchange, Euronext Dublin, Euronext 
Amsterdam, the Frankfurt Stock Exchange, the Deutsche Börse Xetra, the Nasdaq Stockholm AB, 
the Nasdaq Copenhagen, the Oslo Stock Exchange, the Borsa Italiana and the SIX Swiss Exchange. 
Details of any current listing will be available on https://globalxetfs.eu. 

 

Applications for Shares will only be considered on the basis of this Prospectus and the latest pub-
lished annual report and audited financial statements (if any) and, if published after such report, a 
copy of the latest semi-annual report and unaudited financial statements. These reports will form part 
of this Prospectus and will be available for inspection free of charge, at the offices of the Manager in 
Dublin at any time during normal business hours on any day (excluding Saturdays, Sundays and 
public holidays in Ireland respectively). 

 
No person has been authorised to give any information or to make any representation in connection 
with the offering or placing of Shares other than those contained in this Prospectus and the reports 
referred to above and, if given or made, such information or representation must not be relied upon 
as having been authorised by the ICAV. The delivery of this Prospectus (whether or not accompanied 
by the reports) or any issue of Shares shall not, under any circumstances, create any implication that 
the affairs of the ICAV have not changed since the date of this Prospectus. Any subscription forShares 
is made on the basis of this Prospectus and prospective Investors should not rely on marketing 
materials issued by any third party. 

 
With the prior approval of the Central Bank, the ICAV from time to time may create an additional 
Fund or Funds. The creation of further Classes shall be notified to the Central Bank. 

 
Translations 

This Prospectus may also be translated into other languages. Any such translation shall only contain 
the same information and have the same meaning as the English language Prospectus. To the extent that 
there is any inconsistency between the English language Prospectus and the Prospectus in another 
language, the English language Prospectus will prevail, except to the extent (but only to the extent) 
that it is required by law of any jurisdiction where the Shares are sold by the ICAV, that in an action 
based upon disclosure in a Prospectus in a language other than English, the language of the Pro-
spectus on which such action is based shall prevail. 

 
Qualified Holders 

Investors are required to notify the Transfer Agent immediately in the event that they cease to be a 
Qualified Holder. 

https://globalxetfs.eu/
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INVESTMENT OBJECTIVE AND POLICIES 

 
General 

The investment objective and policy for each Fund will be set out in the relevant Supplement. 

 
Subject to Schedule II, the Investment Manager may also invest in a portfolio of assets which may 
comprise money market or short-term instruments such as Investment Grade fixed or floating gov-
ernment securities, bankersô acceptances, certificates of deposit and Eligible Collective Investment 
Schemes which are money market funds. The amount which may be invested in such Eligible Col-
lective Investment Schemes shall not exceed 10% of the Net Asset Value of the relevant Fund. 

 
The ICAV has been authorised by the Central Bank with the flexibility to invest up to 100% of a 
Fundôs assets in transferable securities and money market instruments issued by a Member State, 
its local authorities, a non-Member State, or public international bodies of which one or more Member 
States are members. 

 
If the limits on investments contained in Schedule II are exceeded for reasons beyond the control of 
the ICAV, or as a result of the exercise of subscription rights, it shall adopt as a priority objective for 
its sales transactions the remedying of that situation, taking due account of the interests of Investors. 
Each Fund is also subject to the relevant investment policies as outlined herein and, in the case of a 
conflict between such policies and Schedule II, the more restrictive limitation shall apply. 

 
Any change in the investment objective and any material change in investment policies will be subject to 
the prior consent of Shareholders evidenced either by a majority vote at a meeting of Shareholders of 
the relevant Fund or by the written consent of all of the Shareholders. In the event of a change in the 
investment objective and/or investment policy of a Fund a reasonable notification period shall be pro-
vided by the ICAV to the Shareholders to enable Investors to redeem their Shares prior to the imple-
mentation of the change. Please see the section of the Prospectus entitled ñMeetings and Votes of 
Shareholdersò for details regarding the procedures around meetings of Shareholders. 

 
Passively-Managed Funds 

Where a Fundôs objective is to deliver a return based on the performance of an Index it may either 
ñtrackò or ñreplicateò the Index in question. 

 
In ñtrackingò the performance of an Index, the Investment Manager does not necessarily seek to 
replicate the composition of the Index (i.e. the full list of constituents in the same or substantially the 
same proportions as they are weighted within the Index). Instead, the Investment Manager is simply 
aiming to track the performance of the Index. The Investment Manager may use one or more tech-
niques (including a combination thereof) to track the performance of an Index including (i) optimisa-
tion/sampling techniques whereby direct investments are made in physical assets and (ii) the use of 
FDIs such as OTC Swaps whereby a financial counterparty is engaged contractually to provide the 
return of the relevant Index. Optimising techniques enable a Fund to invest in (or gain exposure to) 
either a representative sample of Index constituents and/or assets unrelated to the Index constituents 
in each case where the relevant Investments (when taken together) resemble the risk and return char-
acteristics of constituents of the Index or of the Index as a whole. These techniques will also enable 
the Investment Manager to reflect anticipated changes in an Index in the Fundôs portfolio (resulting in 
for example, Index constituents and corporate actions being reflected in the Fundôs portfolio, Index 
constituents being sold or purchased in anticipation of those constituents being included or removed 
from the relevant Index, or weightings of Index constituents(vis-à-vis the actual Index composition) 
being varied). 

 
In ñreplicatingò the performance of an Index, the Investment Manager will seek to invest in (or gain 
exposure to) all Index constituents in the same or substantially the same proportions as they are 
weighted within the Index. 
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Unfunded OTC Swap Model 
 

Where specified in the investment policy of the relevant Supplement, a Fund may seek to gain ex-
posure to the performance of an Index (or one or more constituents of an Index) by entering into 
ñunfundedò total return OTC Swaps with one or more counterparties (each, a ñLong Index Swapò) 
(the ñUnfunded OTC Swap Modelò). Under the terms of the Long Index Swaps, the Fund will receive the 
return of the Index (or relevant constituents thereof) from the counterparties in return for periodic 
payments from the Fund to such counterparties. 

 
As the Long Index Swaps are ñunfundedò, the cash received by the Fund from Investor subscriptions 
is retained by the Fund (i.e. it is not transferred to the relevant counterparties as would be the case 
with a ñfundedò swap) and invested and managed in accordance with the arrangements described 
under the heading below entitled ñPortfolio management arrangements used in conjunction with the 
Unfunded OTC Swap Modelò. 

 
As the value of the Index (or relevant constituents thereof) increases or decreases on a daily basis, 
the Long Index Swaps entered into with a counterparty will record either a profit or loss for the Fund. 
The profit or loss arising on the Long Index Swaps is settled between the Fund and each counterparty 
on a periodic basis (which may be as frequently as daily but can also be monthly or quarterly). Where 
the Fund and a counterparty do not choose to settle the profit or loss arising on the Long Index 
Swaps on a daily basis, in order to keep counterparty exposure to a minimum and to comply with the 
daily margining requirements imposed by EMIR, the Fund and each relevant counterparty will trans-
fer collateral (in the form of cash only) back and forth in amounts matching the relevant profit or loss 
on the Long Index Swaps to the extent that the relevant profit or loss exceeds an agreed de- minimis 
amount. 

 
Any cash collateral transferred to the Fund by a counterparty pursuant to the Long Index Swap ar-
rangements will be invested by the Fund in short-term money market collective investment schemes 
in accordance with the section entitled ñTechniques and instruments, including repurchase/reverse 
repurchase agreements and securities lending, for the purposes of efficient portfolio managementò 
in Schedule III of this Prospectus. Conversely, where the Fund is required to transfer cash collateral 
to a counterparty pursuant to the Long Index Swap arrangements, it will liquidate a proportion of its 
investments in short-term money market collective investment schemes and, in some cases, reverse 
repurchase agreements or Basket Portfolio, to cover the relevant amount. 

 
Portfolio management arrangements used in conjunction with the Unfunded OTC Swap Model 

 
Under the Unfunded OTC Swap Model, cash received by a Fund from Investor subscriptions and 
any cash paid to the Fund by one or more counterparties as profit on the Long Index Swaps is 
invested and managed in accordance with either the ñReverse Repurchase Agreement" model or 
the ñShort Basket Swap" model, each of which is described below. 

 
At any given time, the Fund may invest in a combination of the ñReverse Repurchase Agreement" 
and ñShort Basket Swapò models or may be fully invested in only one of these models. In either case, the 
performance of the Fund will be dependent on the performance of the Long Index Swaps and the 
TER and other expenses associated with operating the Fund as well as any ancillary income arising 
pursuant to the portfolio management arrangements described below. 

 
Investments made by the Fund in units of short-term money market collective investment schemes 
pursuant to the ñReverse Repurchase Agreement" and ñShort Basket Swapò models shall not ex-
ceed, in aggregate, 10% of the Fundôs Net Asset Value. 

 
Under both the ñReverse Repurchase Agreement" model and the "Short Basket Swap" model, the 
Fund receives a low risk return (equivalent to an interest rate) which it uses to finance the Long Index 
Swaps. 
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ñReverse Repurchase Agreementò model 
 

Under the ñReverse Repurchase Agreementò model, any cash received by the Fund from Investor 
subscriptions and any cash paid to the Fund by one or more counterparties as profit on the Long 
Index Swaps is managed in accordance with the Fundôs efficient portfolio management policy, further 
details of which can be found in Schedule III of this Prospectus, and is accordingly invested as fol-
lows: 

 

Reverse repurchase arrangements 
 

The majority of the cash is invested into reverse repurchase agreements entered into with one or 
more counterparties in accordance with the section entitled ñTechniques and instruments, including 
repurchase/reverse repurchase agreements and securities lending, for the purposes of efficient port-
folio managementò in Schedule III of this Prospectus. Under the terms of such arrangements, the 
Fund transfers its cash to one or more counterparties in exchange for collateral, in the form of secu-
rities, which are transferred to it by each relevant counterparty by way of full legal title transfer. 

 

The collateral securities transferred to the Fund must satisfy certain eligibility criteria, including that 
they must be either equity securities or fixed rate or floating rate government and supranational 
bonds and are subject to haircuts of between 0% and 10%. Government and supranational bonds 
must have a minimum long-term credit rating of AA and AAA (Standard & Poorôs) respectively. The 
maturity of a government or supranational bond is not a criterion for selection, however, it is relevant 
to the determination of the applicable haircut. Further details can be found under the heading entitled 
ñTechniques and instruments, including repurchase/reverse repurchase agreements and securities 
lending, for the purposes of efficient portfolio managementò in Schedule III of this Prospectus. 

 
On a daily basis, the collateral securities held by the Fund are valued and, to the extent that their 
value is less than the value of the cash held by the relevant counterparty, the counterparty is required 
to transfer additional collateral securities to the Fund to match the notional value of the reverse re-
purchase agreement. Conversely, to the extent that the value of the collateral securities held by the 
Fund is higher than the value of the cash held by the relevant counterparty, the Fund is required to 
transfer a proportion of the excess collateral back to the counterparty. 

 
Under the terms of the reverse repurchase agreements and other than in the event of the default of 
the counterparty, the Fund has no market exposure to the collateral securities transferred to it by the 
counterparty (i.e. the Fundôs Net Asset Value shall not be impacted by the performance of the collat-
eral securities). 

 

Short-term Money Market Funds 
 

A small proportion of the Fundôs cash is typically invested into short-term money market collective 
investment schemes in accordance with the section entitled ñTechniques and instruments, including 
repurchase/reverse repurchase agreements and securities lending, for the purposes of efficient port-
folio managementò in Schedule III of the Prospectus. 

 
ñShort Basket Swapò model 

 

Under the ñShort Basket Swapò model, any cash received by the Fund from Investor subscriptions 
and any cash paid to the Fund by one or more counterparties as profit on the Long Index Swaps is 
largely invested in a portfolio of Investments comprised of equity securities and fixed rate and floating 
rate government and supranational bonds which do not necessarily correspond with the constituents 
of the Index (the ñBasket Portfolioò). A small proportion of such cash may be invested in short-term 
money market collective investment schemes in accordance with the section entitled ñTechniques 
and instruments, including repurchase/reverse repurchase agreements and securities lending, for 
the purposes of efficient portfolio managementò in Schedule III of this Prospectus. 

 
The constituents of the Basket Portfolio shall generally be selected by reference to the ñliquidityò, 
ñvaluationò, ñissuer credit qualityò and ñcorrelationò criteria set out under the heading 
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ñRepurchase/reverse repurchase agreements and securities lendingò in Schedule III of this Prospec-
tus. To be eligible for investment, government and supranational bonds must have a minimum long-
term credit rating of AA and AAA (Standard & Poorôs) respectively. The maturity of a government or 
supranational bond is not a criterion for selection. The constituents of the Basket Portfolio shall also 
comply with the criteria described in Schedule III of this Prospectus. 

 
In order to achieve its investment objective and remain fully exposed to the performance of the Index 
pursuant to the Long Index Swaps, the Fund will seek to neutralise its market exposure to the Basket 
Portfolio by entering into so-called ñoffsetting transactionsò with one or more counterparties. Accord-
ingly, the Fund enters into ñunfundedò total return OTC Swaps (as described under the heading ñUn-
funded OTC Swap Modelò above) with one or more counterparties pursuant to which the Fund re-
ceives a return from each counterparty equivalent to the inverse performance of the Basket Portfolio 
(each, a ñShort Basket Swapò) which effectively offsets any market exposure arising by way of the 
Basket Portfolio. 

 
As the value of the Basket Portfolio increases or decreases on a daily basis, the Short Basket Swaps 
entered into with a swap counterparty will record either a profit or loss for the Fund. The profit or loss 
arising on the Short Basket Swaps is settled between the Fund and each counterparty on a periodic 
basis (which may be as frequently as daily but can also be monthly or quarterly). Where the Fund 
and a relevant counterparty do not choose to settle the profit or loss arising on the Short Basket 
Swaps on a daily basis, in order to keep counterparty exposure to a minimum and to comply with the 
daily margining requirements imposed by EMIR, the Fund and each relevant counterparty will trans-
fer collateral (in the form of cash only) back and forth in amounts matching the relevant profit or loss 
on the Short Basket Swaps to the extent that the relevant profit or loss exceeds an agreed deminimis 
amount. 

 
Any cash collateral transferred to the Fund by a counterparty pursuant to the Short Basket Swap 
arrangements will be invested by the Fund in short-term money market collective investment 
schemes in accordance with the section entitled ñTechniques and instruments, including repur-
chase/reverse repurchase agreements and securities lending, for the purposes of efficient portfolio 
managementò in Schedule III of this Prospectus. Conversely, where the Fund is required to transfer 
cash collateral to a counterparty pursuant to the Short Basket Swap arrangements, it will liquidate a 
proportion of its investments in short-term money market collective investment schemes and, in some 
cases, the Basket Portfolio to cover the relevant amount. 

 

As described above, the Fund will seek to neutralise its market exposure to the Basket Portfolio by 
entering into the Short Basket Swaps. Accordingly, the Fund shall not have any incremental market 
exposure as a result of the Short Basket Swap model (i.e. the Fundôs Net Asset Value shall not be 
impacted by the performance of either the Basket Portfolio or the Short Basket Swap). 

 
Where, as specified in the investment policy of the relevant Supplement, the Fund seeks to be fully 
exposed to the performance of an Index using the Unfunded OTC Swap Model: 

 

¶ both the expected and maximum proportion of the Fundôs Net Asset Value that will be invested 
in the Long Index Swaps will, at the time of investment, be 100% of the Fundôs Net Asset Value; 

 

¶ where the Fund utilises the ñReverse Repurchase Agreementò model as the sole method of cash 
management, the proportion of the Fundôs Net Asset Value that will be invested in reverse re-
purchase agreements will, at the time of investment, be between 90% and a maximum of 100% of 
the Fundôs Net Asset Value; and 

 

¶ where the Fund utilises the ñShort Basket Swapò model as the sole method of cash management, the 
proportion of the Fundôs Net Asset Value that will be invested in the Short Basket Swaps will, at 
the time of investment, be between 90% and a maximum of 100% of the Fundôs Net Asset Value. 

 

Actively-Managed Funds 
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Where a Fundôs objective is other than to deliver an Index-based return, it may be structured with an 
active management strategy. This may result in a Fund seeking to out-perform an index or a basket 
of reference assets or to engage in a discretionary asset management strategy (i.e. one not linked 
to the constituents of an index). 

 
Constraints on the Investment Objectives and Policies of the Funds 

There are a limited number of circumstances in which achieving the investment objective and policy 
of a Fund may be prohibited by regulation, may not be in the interests of Investors or may require 
the use of strategies which are ancillary to those set out in the Fundsô investment objective and 
policies. These circumstances include, but are not limited to the following: 

 
(a) Each Fund is subject to the UCITS Regulations which include, inter alia, certain restrictions 

on the proportion of that Fundôs value which may be held in individual securities. Depending 
on the concentration of the Index, a Fund may be restricted from investing to the full concen-
tration level of the Index. 

(b) The constituent securities of the Index change from time to time including as a result of the 
Index being rebalanced. The Investment Manager may adopt a variety of strategies when 
trading an Index Fund to bring it in line with the changed Index which may incur costs for the 
relevant Index Fund. For example, (a) for equity funds, where an equity security which forms 
part of the Index is not available or a market for such security does not exist, a Fund may 
instead hold depositary receipts relating to such securities (e.g. ADRs and GDRs); (b) for 
fixed income funds, where a fixed income security which forms part of the Index is not avail-
able or a market for such security does not exist, a Fund may hold some fixed income se-
curities which provide similar performance (with matching risk profile) even if such fixed in-
come securities are not themselves constituents of the Index. 

(c) From time to time, equity securities in the Index may be subject to corporate actions. The 
Investment Manager has discretion to manage these events in the most efficient manner. 

(d) A Fund may hold ancillary liquid assets and will normally have dividend/income receivables. 

(e) Equity securities held by a Fund and included in the Index may, from time to time, become 
illiquid or otherwise unobtainable at fair value. In these circumstances, the Investment Man-
ager may use a number of techniques, including purchasing securities whose returns, indi-
vidually or collectively, are seen to be well-correlated to desired constituents of the Index. 

(f) The Investment Manager will have regard to the costs of any proposed portfolio transaction. 
It may not necessarily be efficient to execute transactions which bring a Fund perfectly in 
line with the Index at all times. 

Fund Investments 

The Investment Manager may, on behalf of any Fund and where consistent with its investment policy, 
acquire unlisted Investments, invest in open-ended collective investment undertakings (whether 
listed or unlisted, including other Funds of the ICAV), equity and equity-related securities (such as 
shares of companies and Depositary Receipts), fixed income securities (such as government bonds 
and / or corporate bonds) and money market instruments (including certificates of deposit and com-
mercial paper). Investment in unlisted securities is limited to 10% of Net Asset Value. 

 
Efficient Portfolio Management Techniques 

The Investment Manager may also, on behalf of each Fund and subject to the provisions of Schedule 
II and the conditions and limits laid down by the Central Bank, employ techniques and instruments 
relating to transferable securities, money market instruments and money market collective invest-
ment schemes for the purposes of efficient portfolio management. Such transactions may achieve a 
reduction in risk, a reduction in costs or an increase in capital or income returns to a Fund with a level 
of risk which is consistent with the risk profile of the Fund. The techniques and instruments which 
may be used are investments in futures (which may be used to manage cash flows on a short term 
basis by holding the future to gain exposure to an asset class pending direct investment), options 
(which may be used to achieve cost efficiencies or to manage currency risk or 
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interest rate risk), swaps and forward currency exchange contracts (both of which may be used to 
manage currency risk, interest rate risk or to achieve cost efficiencies). In circumstances where a 
Fund may use further techniques and instruments, these will be disclosed in the relevant Supple-
ment. Any financial derivative instruments not included in the risk management process will not be 
used until such time as a revised risk management process has been provided to the Central Bank. 
Where such techniques and instruments are used, they will be utilised in accordance with the require-
ments of the Central Bank, the UCITS Directive and the eligible Assets Directive 2007/16/EC. 

 
Currency Hedging Policy ï Hedging at a Portfolio Level 

Where disclosed in the relevant Supplement, a Fund may enter into transactions for the purposes of 
hedging the currency exposure of the Fundsô Investments into the Base Currency where different. If 
undertaken, the aim of this hedging will be to reduce a Fundôs level of risk or to hedge the currency 
exposure to the currency of denomination of some or all of a Fundôs Investments. The FDIs which 
may be used by the Funds are forward currency contracts, options on currencies, futures and OTC 
Swaps may be utilised if a Fund engages in such hedging. In circumstances where a Fund may use 
further techniques and instruments these will be disclosed in the relevant Supplement. Any financial 
derivative instruments not included in the risk management process will not be used until such time 
as a revised risk management process has been provided to the Central Bank. The currency expo-
sure generated as a result of a Fund investing in Investments which are denominated in a currency 
other than its Base Currency will not be allocated to separate Classes. 

 
Currency Hedging Policy ï Hedging at a Class Level 

 
Where disclosed in a Supplement, the Investment Manager may employ strategies aimed at hedging 
against currency risk at a Class level. It may employ currency-related transactions such as forward 
currency contracts, options on currencies, futures and OTC Swaps, in order to hedge against certain 
currency risks, for example, where the Class Currency (i.e. the currency in which the Class is de-
nominated) differs from the Base Currency (i.e. the currency in which the Fund is denominated) or 
from the currencies in which the Investments of the Fund are denominated. To the extent that hedg-
ing is successful, the performance of the Class is likely to move in line with the performance of the 
Fundôs Investments. Therefore, Investors in a currency hedged Class will not benefit if the Class Cur-
rency falls against the Base Currency and/or the currency in which the Fundôs Investments are de-
nominated. 

 
There can however be no assurance that currency hedging transactions will be effective. Although 
a Fund may utilise currency hedging transactions in respect of Classes, it shall not be obliged to do 
so and to the extent that it does employ strategies aimed at hedging certain Classes, there can be 
no assurance that such strategies will be effective. The costs and related liabilities/benefits arising 
from instruments entered into for the purposes of hedging the currency exposure for the benefit of 
any particular Class of a Fund shall be attributable exclusively to the relevant Class. 

 
Exposure resulting from currency hedging transactions will not be permitted to exceed 105% of the 
Net Asset Value of the relevant Class and will not be permitted to fall below 95% of the portion of the 
Net Asset Value of the relevant Class which is to be hedged against currency risk. All transactionswill 
be clearly attributable to the relevant Class and currency exposures of different Classes will notbe 
combined or offset. The ICAV does not intend to have under-hedged or over-hedged positions, how-
ever, due to market movements and factors outside the control of the ICAV, under-hedged and over-
hedged positions may arise from time to time. Hedged positions will be kept under review to seek to 
ensure that over-hedged positions do not exceed 105% of the Net Asset Value of the relevant Class 
and that under-hedged positions do not fall short of 95% of the portion of the Net Asset Value of the 
relevant Class which is to be hedged against currency risk, such reviews which will seek to ensure 
that under-hedged positions and hedged positions materially in excess of 100% of the Net Asset 
Value of the relevant Class are not to be carried forward from month to month. In the event that the 
hedging in respect of a Class exceeds 105% of the Net Asset Value of the relevant Class or falls short 
of 95% of the portion of the Net Asset Value of the relevant Class which is to be hedged against 
currency risk due to market movements or subscriptions/redemptions, the Investment Manager shall 
adjust such hedging appropriately as soon as possible thereafter. 
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INDICES 
General 

 

The Index Funds intend to track or replicate the performance of an Index. The securities that an 
Index Fund will gain exposure to are generally defined by the relevant Index Fundôs Index. The con-
stituents of an Index Fundôs Index may change over time. Potential investors in an Index Fund may 
obtain a breakdown of the constituents of an Index Fund from the relevant Index Providerôs website, 
as disclosed in the relevant Supplement attributable to the Index Fund. 

 
There is no assurance that an Index Fundôs Index will continue to be calculated and published on 
the basis described in this Prospectus or that it will not be amended significantly. The past perfor-
mance of each Index is not necessarily a guide to future performance. 

 
Substitution or Replacement of an Index 

 
The Index Funds intend to replicate the performance of an Index. The companies invested in by an 
Index Fund are defined by the relevant Index Fundôs Index. The constituents of an Index Fundôs 
Index may change over time, but the exact composition of the Index is published daily on the website 
of the Index and is referred to in the relevant Supplement. Potential investors in an Index Fund may 
obtain a breakdown of the constituents of the Index Fundôs Index and held by the Index Fund itself 
from https://globalxetfs.eu or from the Investment Manager, subject to any applicable restrictions 
under the licence which the Investment Manager has in place with the relevant Index Providers. 

 
There is no assurance that an Index Fundôs Index will continue to be calculated and published on 
the basis described in this Prospectus or that it will not be amended significantly. The past perfor-
mance of each Index is not necessarily a guide to future performance. 

 
The ICAV maintains robust written plans setting out the actions that it would take in the event that 
an Index materially changes or ceases to be provided. The Directors reserve the right, if they con-
sider it in the interests of the ICAV or any Index Fund to do so, to substitute the Index used by an 
Index Fund with another Index (which new index will be in compliance with the requirements of the 
Central Bank) if: 

 
(i) the weightings of constituent securities of the particular Index would cause the Index Fund 

(if it were to follow the Index closely) to be in breach of the UCITS Regulations; 
 

(ii) the particular Index (or Index series) ceases to be compliant with the UCITS Regulations (for 
reasons including those related to rebalancing); 

 

(iii) the particular Index (or Index series) requires to be capped in order to remain compliant with 
the UCITS Regulations; 

 
(iv) the particular Index (or Index series) ceases to exist or the methodology or constituents of 

the Index or Index series are materially changed; 
 

(v) a new index becomes available which supersedes the existing Index; 
 

(vi) a new index becomes available which is, in the opinion of the Directors, more cost effective 
for an Index Fund and/or is regarded as the market standard for investors in the particular 
market and/or would be regarded as of greater benefit to Investors (for reasons including a 
reduction on transaction costs including OTC Swap costs) than the existing Index; 

 
(vii) it becomes difficult to invest in securities comprised within the particular Index or it becomes 

difficult or inefficient to enter into FDIs or OTC Swaps relating to the particular Index; 

https://globalxetfs.eu/
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(viii) the Index Provider increases its charges to a level which the Directors consider too high or 
if any Index licence provided by an Index Provider in connection with the use of the Index is 
terminated; 

 
(ix) the quality of a particular Index (including, but not limited to, the accuracy of published Index 

data, the availability of published index methodologies and other supporting materials and 
matters relating to the management and calculation of the Index by the Index Provider) has, 
in the opinion of the Directors, deteriorated; or 

 
(x) a liquid futures market in which a particular Index Fund is investing ceases to be available. 

 

Where such a change would result in a material difference between the constituents of the Index and 
the proposed index, advance Shareholder approval will be sought. In circumstances where immedi-
ate action is required and it is not possible to obtain Shareholder approval in advance of a change in 
an Index Fundôs Index, Shareholder approval will be sought for either the change in the Index or the 
winding up of the Index Fund as soon as practicable and reasonable. 

 
The Directors may change the name of an Index Fund, particularly if its Index is changed. Any change 
to the name of an Index Fund will need to be approved in advance by the Central Bank and docu-
mentation pertaining to the relevant Index Fund will be updated to reflect the new name. 

 
Any change in an Index will be notified in advance to the Central Bank, will be reflected in the Sup-
plement within a reasonable period after the change in Index and will be noted in the annual and semi-
annual reports of the relevant Index Fund issued after any such change takes place. 

 
Index Rebalancing, Reweighting and Associated Costs 

 
Index Providers will periodically change the composition and/or weighting of the securities constitut-
ing an Index, depending on the relevant Index rules. This process is commonly referred to as ñre-
balancingò. Details of the rebalancing frequency for each Index are set out in the relevant Supple-
ment. 

 
Where an Index Fund invests in FDIs in order to track or replicate an Index, changes to the compo-
sition and/or weighting of the securities constituting such Index will ordinarily be reflected through the 
exposure gained by the use of FDIs or OTC Swaps (i.e. the Funds will continue to receive the perfor-
mance of the Index from the relevant counterparty regardless of the rebalancing of the constituents 
within the Index). 

 
Where an Index Fund engages in the physical tracking or replication of an Index by investing directly 
in the constituents of the Index, any rebalancing of the Index by an Index Provider will ordinarily 
require that Index Fund to make corresponding adjustments or rebalancings to its holdings in order 
to preserve its ability to closely track the Index. In such cases, the Investment Manager will in a timely 
manner and as efficiently as possible, but subject to its overall discretion in accordance with the 
investment policies of the relevant Index Fund, seek to rebalance the composition and/or weighting 
of the Investments held by an Index Fund from time to time and, to the extent practicableand possible, 
seek to conform its exposure to the changes in the composition and/or weighting of securities con-
stituting the Index. Other rebalancing measures may be taken from time to time to seek to maintain the 
correspondence between the performance of an Index Fund and the performance of the Index. 

 
In order to realign the exposures or Investments of a physically investing Index Fund to its Index 
following a rebalancing, Investments must be bought and sold. The rebalancing will therefore incur 
costs that are not reflected in the theoretical calculation of the Index return and may impact on such 
an Index Fundôs ability to provide returns consistent with those of the Index. Such costs will be borne 
by an Index Fund, can be direct or indirect and include (but are not limited to) Transaction Costs, 
custody fees, exchange costs and commissions (including foreign exchange spreads) and stamp 
duty. 
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The Investment Manager will rely solely on each Index Provider for information as to the composition 
and/or weighting of the securities within each Index. If the Investment Manager is unable to obtain 
or process such information in relation to any Index on any Business Day, then the most recently 
published composition and/or weighting of that Index will be used for the purpose of all adjustments. 

 
Where an Index Fund invests directly in the constituents of an Index, Investors should note that it 
may not be possible, practicable or even desirable for an Index Fund to purchase all of the securities 
comprising such Index in their proportionate weightings or to purchase them at all due to various 
factors, including costs and expenses involved and the concentration limits described in Schedule III 
to this Prospectus or the fact that the relevant Index Fund may employ a representative sampling/op-
timisation strategy (see also the section below entitled ñCircumstances where the weighting of an 
Index constituent exceeds the applicable concentration limits prescribed by the UCITS Regulationsò). 

 
Circumstances where the weighting of an Index constituent exceeds the applicable concen-
tration limits prescribed by the UCITS Regulations. 

 
Funds which track an Index by investing directly in the constituents of an Index 

 
Where an Index Fund invests directly in the constituents of an Index and the weighting of an Index 
constituent exceeds the investment restrictions prescribed by the UCITS Regulations as a result of 
market movements, the Investment Manager will seek to reduce the Index Fundôs holdings of the 
relevant security so as to seek to ensure that the Index Fund at all times operates within the permitted 
limits. In these circumstances, the Investment Manager of an Index Fund may, in such circum-
stances, decide to hold a representative sample of the securities contained in an Index. To achieve 
this, the Investment Manager may, in respect of an Index Fund, utilise sampling techniques. Sampling 
techniques result in the selection of Index constituents in order to obtain a representative sample of 
Index components. This is generally achieved through the use of quantitative analysis with the level of 
sampling techniques used by any Index Fund being determined by the nature of the Index compo-
nents. Where the Investment Manager deems it to be appropriate, there may also be instances where 
the Index Fund holds securities which are not component securities in the Index. An Index Fund may 
also invest in FDIs, other collective investment undertakings and hold ancillary liquid assets, in each 
case subject to the restrictions set out in Schedule III to this Prospectus. 

 
Funds which track an Index using total return OTC Swaps 

 
Where an Index Fund tracks an Index by entering into OTC Swaps, changes to the composition 
and/or weightings of the constituents of the Index will ordinarily be reflected through the exposure 
gained by the use of the OTC Swaps (i.e. the Index Fund will continue to receive the performance of 
the Index from the relevant counterparties to the OTC Swaps which, following a rebalancing of the 
Index, will be reflective of the rebalanced composition and weightings of the constituents within the 
Index). 

 

Where the weighting of an Index constituent exceeds the investment restrictions prescribed by the 
Irish Regulations as a result of market movements, an Index Fund will continue to receive the per-
formance of the Index from the relevant counterparties to the OTC Swaps. The weightings of Index 
constituents will be brought within the limits prescribed by the Irish Regulations at the next Index 
rebalancing. 

 
Tracking error 

 
ñTracking errorò can be defined as the volatility of the difference between the return of an Index Fund 
which tracks/replicates an Index versus the return of the relevant Index which it tracks or replicates, 
whereas ñtracking differenceò can be defined as the total return difference between such an Index 
Fund and the relevant Index which it tracks or replicates over a certain period of time. Unless other-
wise stated, an Index Fund is not expected to track the performance of its Index at all times with perfect 
accuracy and there can be no assurance that any Index Fund will achieve any particularlevel of accu-
racy in tracking or replicating an Index. Each Index Fund that seeks to track or replicate 
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an Index is, however, expected to provide investment results that, before fees and expenses are 
applied, generally correspond to the price and yield performance of its Index. 

 
While a relevant Index Fund will always seek to track or replicate its Index as closely as possible, an 
Index often does not reflect the operational complexities of buying and holding the components se-
curities in an Index Fund. The factors that may adversely affect the tracking error and/or tracking 
difference of such an Index Fund versus its Index include (but are not limited to) the various tracking 
error and tracking difference related factors described in the section of this Prospectus entitled ñRisk 
Factorsò, in addition to the following: 

(a) a relevant Index Fund will be required to pay various fees and expenses which are not re-
flected in the performance of the Index. Such fees and expenses may include the Managerôs 
fee, the Investment Managerôs fee and any portfolio Transaction Costs such as brokerage 
commissions, custody charges, stamp duty and any fees payable to counterparties under the 
terms of any FDI (including OTC Swaps) or other techniques or instruments used for direct 
investment or for efficient portfolio management purposes; 

(b) a relevant Index Fund may be required to comply with regulatory constraints that do not 
affect the performance of its Index; 

(c) a relevant Index Fund may not be able to obtain exposure to the constituent securities of its 
Index at particular times; 

(d) there may be a difference between the time when an Index reflects the event of any declared 
dividends and when the relevant Index Fund tracking or replicating that Index reflects the 
event of such dividends; 

(e) the composition of a relevant Index Fundôs portfolio of Investments (which may include ex-
posure under FDIs) may not be identical to the composition of the Index which it seeks to 
track/replicate (particularly, where a representative sampling/optimisation strategy is em-
ployed) including where the composition of an Index Fundôs portfolio of Investments is un-
derweighted or overweighted with regards to various securities by comparison to its Index; 
and/or 

(f) an Index Fund may be unable to enter into an FDI transaction which is, in the opinion of the 
Investment Manager, appropriate for the Index Funds. 

It is intended that the return (if any) on any repurchase or reverse repurchase agreement and/or 
Swap Arrangements entered into in respect of an Index Fund which tracks or replicates its Index 
primarily through the use of OTC Swaps shall be used to wholly or partially set-off the costs of en-
tering into OTC Swaps. Accordingly, the tracking difference of such an Index Fund shall be de-
creased where the rate of return on the aforementioned Investments is equal to or close to the costs 
payable to counterparties under OTC Swaps. The tracking difference of an Index Fund shall increase 
as the difference between those rates increases. 

 
An estimate of the anticipated level of tracking error that is anticipated by the Investment Manager in 
normal market conditions will be set out in each relevant Supplement. In normal market conditions, the 
performance of an Index tracking/replicating Index Fund is intended to provide a total return corre-
sponding with the performance of its Index less the TER and other expenses. The figures set out in 
each relevant Supplement are based on the average actual tracking error for the relevant Index Fund 
during the specified observation period unless otherwise specified in respect of a particular Index 
Fund. Neither the ICAV, the Manager nor the Investment Manager shall be liable for any discrepancies 
between the anticipated level of tracking error, as estimated for a relevant Index Fund and disclosed 
in a Supplement, and the actual realised tracking error for that Index Fund at any time. 

 
Index Providers 

 
The Indices used by the Index Funds are each provided by an administrator (as defined in the Bench-
mark Regulation) which is either included on the ESMA Register that is maintained in accordance 
with Article 36 of the Benchmark Regulation, or is in the process of applying for inclusion 
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on the ESMA Register. As of the date hereof, the benchmark administrators of the Index Fundsô 
Indices that are included on the ESMA Register are: 

 
(a) Solactive AG; and 

(b) Nasdaq Copenhagen A/S. 

In accordance with Article 51 of the Benchmark Regulation, the benchmark administrators listed 
above that are not yet included on the ESMA Register can avail of the transitional provisions afforded 
under the Benchmark Regulation. On that basis they can continue to make such Indices available 
for use in the EU until 1 January 2020. The ICAV is monitoring the ESMA Register on a continuous 
basis. Any updates that impact the benchmark administrators of the Index Fundsô Indices shall be 
reflected in the relevant Supplement at the next opportunity. 
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BORROWINGS 

 
The ICAV on behalf of the Funds may not borrow money, grant loans or act as guarantor on behalf 
of third parties, except as follows: 

 
(a) foreign currency may be acquired by means of a back-to-back loan. Foreigncurrency 

obtained by means of a back-to-back loan is not classified as borrowing for the purposes 
of the UCITS Regulations provided that the offsetting deposit equals or exceeds the 
value of the foreign currency loan outstanding. Where foreign currency obtained by 
means of a back-to-back loan exceeds the value of the offsetting deposit this shall be 
treated as borrowing for the purpose of the UCITS Regulations; and 

(b) borrowings not exceeding 10% of the total Net Asset Value of a Fund may be made 
on a temporary basis and the assets of the Fund may be charged as security for 
such borrowings. 
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DISTRIBUTION POLICY 

 
The Directors are empowered by the Instrument of Incorporation to declare and pay dividends in 
respect of the Shares in any Fund in the ICAV out of the net income of the relevant Fund less accrued 
expenses of the ICAV. The Directors are also empowered by the Instrument of Incorporation to de-
clare and pay dividends in respect of the Shares in any Fund in the ICAV out of the capital of the 
relevant Fund. Where a Fund intends to pay dividends out of capital this will be set out in the relevant 
Supplement for that Fund. 

 
As distributions may be made out of the capital of a Fund, there is a greater risk that capital 
will be eroded and ñincomeò will be achieved by foregoing the potential for future capital 
growth of your investment and the value of future returns may also be diminished. This cycle 
may continue until all capital is depleted. Please note that distributions out of capital may 
have different tax implications to distributions of income and you are recommended to seek 
advice in this regard. 

 
The dividend arrangements relating to each Fund (or Class thereof) will be decided by the Directors 
at the time of the creation of the relevant Fund (or Class thereof) and the details thereof shall be set 
out where applicable in the relevant Supplement. It is not the current intention of the ICAV to pay 
dividends for accumulating Classes. Prior to a Fund changing its dividend policy from accumulating 
to distributing or vice versa, the Fund will notify Shareholders in advance and all further details will 
be provided in an updated Supplement where relevant. 

 
Where dividends are paid, they shall be paid out of the net income of the Fund which is attributable 
to the relevant Class and shall be paid by way of electronic transfer. 

 

Dividends payable in respect of any particular Class shall be paid in the Class Currency. Where the 
Class Currency differs from the Base Currency, dividends shall be converted into the Class Currency 
and any costs associated with such conversion shall be charged to the relevant Class. 

 
Income Equalisation 

 

The ICAV may implement income equalisation arrangements with a view to ensuring that the level 
of income derived from Investments is not affected by the issue, switching or redemption of Shares 
during the relevant accounting period. Further information may be found in the Supplement for any 
Fund that applies income equalisation. 

 
Currency of Payment and Foreign Exchange Transactions 

 
The ICAV may (in its sole and absolute discretion) accept requests by Shareholders for payments in 
respect of dividends to be made in a major currency other than the Class Currency. The foreign 
exchange conversion will be executed at prevailing exchange rates at the cost and risk of the relevant 
Shareholder. The ICAV may arrange for such transactions to be carried out by an affiliate of the 
Investment Manager or the Administrator. 

 
UK Reporting Fund Status 

 
Each Fund has been approved (or, unless otherwise indicated, shall be approved within a reasonable 
period following its approval by the Central Bank) as a reporting fund under the United Kingdom 
offshore fund rules. As reporting funds, the ICAV might not declare dividends. For each relevant 
accounting period, the ICAV will report to Investors 100 per cent. of the net income attributable to 
the relevant Fund, as computed in its accounts, that report being made within six months of the end 
of the relevant accounting period. United Kingdom resident individual investors will be taxed on such 
reported income, whether or not such income is actually distributed and whether or not a gain arises 
or would, in the absence of reporting fund status, have arisen on redemption. 
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Unclaimed distributions 
 

Distributions which have not been claimed within six years of their payment date shall no longer be 
payable to the beneficiaries and shall revert to the Fund. 
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INVESTMENT RESTRICTIONS 
 
The Fundsô Investments will be limited to investments permitted by the UCITS Regulations, as set 
out in Schedule II. If the UCITS Regulations are altered during the life of the ICAV, the investment 
restrictions may be changed to take account of any such alterations but any such changes shall be 
in accordance with the Central Bankôs requirements, reflected in an updated version of the Prospec-
tus and will be subject to approval by the majority of votes of Shareholders passed at a general 
meeting or by all of the Shareholders by way of a written resolution. Shareholders will be advised of 
such changes in the next succeeding annual or half-yearly report of the ICAV. 
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USE OF DERIVATIVES AND HEDGING 

 
The Funds may employ investment techniques and financial derivative instruments for investment 
purposes and for the purpose of hedging currency exposure, subject to the conditions and within the 
limits from time to time set forth in Schedule III. Details of the risks associated with derivative instru-
ments are set out in the section entitled ñRisk Factorsò below. The expected effect of the investment 
techniques and financial derivative instruments to be used is to gain exposure to different global cur-
rencies in order to benefit from the Investment Managerôs research into currency movements and/or 
to hedge currency exposure. 

 
The ICAV employs a risk management process which enables it to accurately measure, monitor and 
manage the various risks associated with such investment techniques and instruments. Any financial 
derivative instruments not included in the risk management process will not be used until such time 
as a revised risk management process has been provided to the Central Bank. 

 
The ICAV shall supply to a Shareholder on request supplementary information relating to the risk 
management methods employed including the quantitative limits that are applied and any recent 
developments in the risk and yield characteristics of the main categories of investments. 

 
A list of the Regulated Markets on which the financial derivative instruments may be quoted or traded 
is set out in Schedule I. A description of the current conditions and limits laid down by the Central 
Bank in relation to financial derivative instruments is set out in Schedule III. 

 
The policy that will be applied to collateral arising from OTC derivative transactions relating to any 
Fund is to adhere to the requirements set out in Schedule III. This sets out the permitted types of 
collateral, level of collateral required and haircut policy and, in the case of cash collateral, the re- 
investment policy prescribed by the Central Bank pursuant to the UCITS Regulations. The categories 
of collateral which may be received include cash and non-cash assets such as equities, Debt Secu-
rities and money market instruments. From time to time, and subject to the requirements in Schedule 
III, the policy on levels of collateral required and haircuts may be adjusted, at the discretion of the In-
vestment Manager, where this is determined to be appropriate in the context of the specific counter-
party, the characteristics of the assets received as collateral, market conditions or other circum-
stances. The haircuts applied (if any) by the Investment Manager are adapted for each class of assets 
received as collateral, taking into account the characteristics of the assets such as the credit standing 
and/or the price volatility, as well as the outcome of any stress tests performed in accordance with 
the requirements in Schedule III. Each decision to apply a specific haircut, or to refrain from applying 
any haircut, to a certain class of assets should be justified on the basis of this policy. 

 
If cash collateral received is re-invested, the relevant Fund is exposed to the risk of loss on that 
investment. Should such a loss occur, the value of the collateral will be reduced and the relevant 
Fund will have less protection if the counterparty defaults. The risks associated with the re- invest-
ment of cash collateral are substantially the same as the risks which apply to the other Investments 
of the ICAV. For further details see the section of the Prospectus and any Supplement entitled ñRisk 
Factorsò. 



34  

TYPES AND DESCRIPTIONS OF DERIVATIVES 

 
Below are the types of derivatives that a Fund may purchase. 

 
Forward Foreign Exchange Contracts 

A forward foreign exchange contract, which involves an obligation to purchase or sell a specific cur-
rency at a future date at a price set at the time of the contract, reduces a Fundôs exposure to changes 
in the value of the currency it will deliver and increases its exposure to changes in the value of the 
currency it will receive for the duration of the contract. The effect on the value of the Fund is similar 
to selling securities denominated in one currency and purchasing securities denominated in another 
currency. A contract to sell currency would limit any potential gain, which might be realised if the 
value of the hedged currency increases. A Fund may enter into these contracts to hedge against ex-
change risk, or to shift exposure to currency fluctuations from one currency to another. Suitable 
hedging transactions may not be available in all circumstances and there can be no assurance that 
the Fund will engage in such transactions at any given time or from time to time. Also, such transac-
tions may not be successful and may reduce any chance for the Fund to benefit from favourable 
fluctuations. 

 
Currency Futures 

Currency future contracts provide for the future sale by one party and purchase by another party of 
a specified amount of currency at a specified price, date and time. Entering into a contract to buy 
currency is commonly referred to as buying or holding a long position in the currency. Entering into 
a contract to sell currency is commonly referred to as selling or holding a short position in the cur-
rency. Futures contracts are considered to be commodity contracts. Futures contracts traded OTC 
are frequently referred to as forward contracts. A Fund may buy or sell currency futures and forward 
foreign exchange contracts. 

 
Options 

The purpose behind the purchase of call options by a Fund is to provide exposure to increases in 
the market (e.g. with respect to temporary cash positions) or to hedge against an increase in the 
price of securities or other investments that the Fund intends to purchase. The purpose behind the 
purchase of put options by the Fund is to hedge against a decrease in the market generally or to 
hedge against the price of securities or other investments held by a Fund. A Fund may also purchase 
options as part of its tracking of its Index including where its Index contains options. 

 
A Fund may purchase options on futures contracts in lieu of writing or buying options directly on 
underlying securities or purchasing and selling underlying futures contracts. In order to hedge against 
a possible decrease in the value of its portfolio securities, the Fund may purchase put options on 
futures contracts rather than sell futures contracts. In order to hedge against a possible increasein 
the price of securities which the Fund expects to purchase, the Fund may purchase call options on 
futures contracts as a substitute for the purchase of futures contracts. For example, currency options 
or options on currency futures, may be used to take a positional view on currency volatility whereby 
the Fund could, for example, sell volatility on a daily basis across a range of currency pairsprovided 
the price of volatility was above a specified level. 

 
Swaps 

Swap agreements are bilateral contracts entered into for periods ranging from a few weeks to more 
than one year. In a standard ñswapò transaction, two parties agree to exchange returns (or differen-
tials in rates of return) calculated with respect to a ñnotional amountò, e.g., the return on or increase 
in value of a particular dollar amount invested at a particular interest rate, in a particular foreign 
currency. Swap contracts may expose the Fund to substantial risk of loss. 
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Currency Transactions 

A Fund may hold active currency positions that are denominated in currencies other than the Base 
Currency and may be exposed to currency exchange risk. For example, changes in exchange rates 
between currencies or the conversion from one currency to another may cause the value of the 
Fundôs Investments to diminish or increase. Currency exchange rates may fluctuate over short peri-
ods of time. They generally are determined by supply and demand in the currency exchange markets 
and the relative merits of investments in different countries, actual or perceived changes in interest 
rates and other complex factors. Currency exchange rates can be affected unpredictably by interven-
tion (or the failure to intervene) by governments or central banks, or by currency controls or political 
developments. A Fund may, but is not obliged to, engage in foreign exchange transactions (such as 
currency futures and forwards, currency exchange contracts) in order to hedge against currency 
fluctuations between its Investments and the Base Currency. If the currency in which an Investment 
is denominated appreciates against the Base Currency, the Base Currency value of the Investment 
will increase. Conversely, a decline in the exchange rate of the currency would adversely affect the 
value of the Investment expressed in the Base Currency. A Fundôs hedging transactions, while po-
tentially reducing the currency risks to which the Fund would otherwise be exposed, involve certain 
other risks, including the risk of a default by a counterparty. 

 
A Fund may comprise Classes denominated in a currency other than the Base Currency. In such 
case the Investment Manager may seek to hedge the currency exposure risk between the currency 
in which an Investment is denominated and the Class Currency. The Supplement for each Fund will 
indicate whether a particular Class is hedged or unhedged. Although not intended, over-hedged or 
under-hedged positions may arise due to factors outside of the control of the Investment Manager. 
Over-hedged positions will not be permitted to exceed 105% of the Net Asset Value of the Class and 
under-hedged positions will not be permitted to fall below 95% of the portion of the Net Asset Value 
of the relevant Class which is to be hedged against currency risk. Hedged positions will be kept under 
review to ensure that over-hedged positions do not exceed the permitted level. This review will also 
incorporate a procedure to ensure that positions materially in excess of 100% will not be carried 
forward from month to month. A position shall be over-hedged where the currency forward or other 
derivative attributable to a specific Class hedges an amount of the Class Currency in excess of the Net 
Asset Value of the Class. Class-specific currency hedging transactions will be clearly attributable to 
the relevant Class (therefore currency exposures of different currency Classes may not be combined 
or offset and currency exposures of assets of the Fund may not be allocated to separate Classes). 

 
The costs and gains or losses associated with any hedging transactions for hedged currency Classes will 
accrue solely to the hedged currency Class to which they relate. Whilst these hedging strategies are 
designed to reduce the losses to an Investor if the Class Currency rises against the currencies in 
which the Fundôs Investments are denominated, the use of Class hedging strategies may substan-
tially limit Investors in the relevant Class from benefiting if the Class Currency falls against the cur-
rencies in which the Fundôs Investments are denominated. 

 
Securities Financing Transactions Regulation Disclosure 

Where disclosed in the relevant investment policy, a Fund may enter into the following transactions: 

 
(a) total return swaps; 

(b) repurchase agreements; 

(c) reverse repurchase agreements; and 

(d) securities lending arrangements. 

 
 

Unless otherwise disclosed in the relevant Supplement, the maximum proportion of the Net Asset 
Value of the Fund that may be subject to Securities Financing Transactions is 0%. Unless otherwise 
disclosed in the relevant Supplement, the proportion of the Net Asset Value of a Fund that will be 
subject to Securities Financing Transactions is expected to be 0%. 



36  

The proportion of a Fundôs Net Asset Value expected to be invested in OTC Swaps and Securities 
Financing Transactions will be set out in the relevant Supplement. 

 
Where disclosed in the relevant Supplement, a Fund may enter into total return swaps for investment 
purposes and for efficient portfolio management purposes and enter into other types of Securities 
Financing Transactions for efficient portfolio management purposes only. 

 
If the Fund invests in OTC Swaps or Securities Financing Transactions, the reference asset or index 
may be comprised of equity or debt securities, money market instruments or other eligible invest-
ments which are consistent with the investment objective and policies of the Fund. Any investment 
in OTC Swaps and Securities Financing Transactions will be subject to the investment restrictions in 
Schedule II or any limitations in the relevant Supplement. 

 
A Fund may only enter into OTC Swaps and Securities Financing Transactions with counterparties 
that satisfy the criteria (including those relating to legal status, country of origin and minimum credit 
rating) as set out in paragraph 4 and 22 of Schedule III. 

 
The categories of collateral which may be received by the Fund is set out in Schedule III and includes 
cash and non-cash assets such as equities, debt securities and money market instruments.Collateral re-
ceived by the Fund will be held by the Depositary or its Sub-Custodian and valued in accordance 
with the valuation methodology set out under the section entitled ñDetermination of the Net Asset 
Valueò. Collateral received by the Fund will be marked-to-market daily and daily variationmargins will 
be used. 

 
Where the Fund receives collateral as a result of entering into OTC Swaps or Securities Financing 
Transactions, there is a risk that the collateral held by the Fund may decline in value or become 
illiquid. In addition, there can also be no assurance that the liquidation of any collateral provided to 
the Fund to secure a counterpartyôs obligations under an OTC Swap or Securities Financing Trans-
action would satisfy the counterpartyôs obligations in the event of a default by the counterparty. Where 
the Fund provides collateral as a result of entering into OTC Swaps or Securities Financing Trans-
actions, it is exposed to the risk that the counterparty will be unable or unwilling to honour its obliga-
tions to return the collateral provided. 

 
For a summary of certain other risks applicable to OTC Swaps and Securities Financing Transac-
tions, see the section entitled ñRisk Factorsò. 

 
A Fund may provide certain of its assets as collateral to counterparties in connection with OTC Swaps 
and Securities Financing Transactions. If the Fund has over-collateralised (i.e., provided excess col-
lateral to the counterparty) in respect of such transactions, it may be an unsecured creditor in respect 
of such excess collateral in the event of the counterpartyôs insolvency. If the Depositaryor its sub-
custodian or a third party holds collateral on behalf of the Fund, the Fund may be an unsecured 
creditor in the event of the insolvency of such entity. 

 
In the case of non-cash collateral received by a Fund, in the event of a default on the part of the 
counterparty, the Fund is exposed to the risk that the collateral received is illiquid. 

 
The criteria for selecting counterparties is set out in paragraph 4 of Schedule III. 

 
There are legal risks involved in entering into OTC Swaps or Securities Financing Transactions which may 
result in loss due to the unexpected application of a law or regulation or because contractsare not legally 
enforceable or documented correctly. 

 
Subject to the restrictions laid down by the Central Bank as set out in paragraphs 28 to 31 of Sched-
ule III, the Fund may re-invest cash collateral that it receives. If cash collateral received by the Fund is 
re-invested, the Fund is exposed to the risk of loss on that investment. Should such a loss occur, the 
value of the collateral will be reduced and the Fund will have less protection if the 
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counterparty defaults. The risks associated with the re-investment of cash collateral are substantially 
the same as the risks which apply to the other investments of the Fund. 

 
Direct and indirect operational costs and fees arising from OTC Swaps or Securities Financing Trans-
actions may be deducted from the revenue delivered to the Fund. These costs and fees do not and 
should not include hidden revenue. All the revenues arising from Securities Financing Transactions 
and any other efficient portfolio management techniques shall be returned to the relevant Fund fol-
lowing the deduction of any direct and indirect operational costs and fees arising. 

 
The entities to which direct and indirect costs and fees may be paid include banks, investment firms, 
broker-dealers, securities lending agents or other financial institutions or intermediaries and may be 
related parties to the Investment Manager or the Depositary. 

 
Where a Fund undertakes securities lending the relevant Supplement will disclose the proportion of 
the revenue generated which will remain with the Fund and the proportion of the revenue generated 
(representing the attendant direct and indirect operational costs and fees of any securities lending) 
which will be retained by the securities lending agent. Such direct and indirect operational costs and 
fees shall not include hidden revenue. 
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RISK FACTORS 

 
Investorsô attention is drawn to the following risk factors. This does not purport to be an ex-
haustive list of the risk factors relating to an investment in the ICAV and Investorsô attention is 
drawn to the description of the instruments set out in the section entitled ñInvestment Objec-
tive and Policiesò for the relevant Fund. 

 
Argentine Tax Treatment Uncertainty of ADRs 

 

The sale, exchange or other transfer of Argentinian equity shares and other securities may be subject to 
a capital gain tax at a rate of 15% for certain non-residents, including the Fund. The application and 
method of collection of this tax remains unclear in certain respects, including with respect to the sale 
or other disposition of, or the receipt of dividends from, Argentinian ADRs and GDRs. Such tax laws 
remain subject to further rulemaking and interpretation, which may adversely affect the tax treatment 
of the Fund's investments in Argentinian ADRs. 

 
Recent tax reform bills, including Decree 1112/2017, have attempted to clarify the application of 
Argentinian tax law. Pursuant to this decree, non-residents such as the Fund may be exempt from 
income tax on gains from the sale or exchange of Argentinian listed shares, ADRs or GDRs. How-
ever, dividends paid to non-residents on Argentinian shares are subject to a dividend tax of 7% in 
2019 and 13% thereafter. 

 
Active Management Risk 

 

A Fund may be actively managed using proprietary investment strategies and processes. There can 
be no guarantee that these strategies and processes will be successful or that a Fund will achieve 
its investment objective. 

 
The performance of a Fund will reflect, in part, the ability of the Investment Manager to select invest-
ments and to make investment decisions that are suited to achieving the Fundôs investment objective. 
The Investment Managerôs assessment of a particular investment, company, sector or country and/or 
assessment of broader economic, financial or other macro views, may proveincorrect, including because 
of factors that were not adequately foreseen, and the selection of investments may not perform as 
well as expected when those investments were purchased or as well as the markets generally, re-
sulting in Fund losses or underperformance. There can be no guarantee that these strategies and 
processes will produce the intended results and no guarantee that a Fund will achieve its investment 
objective or outperform other investment strategies over the short- or long- term market cycles. This 
risk is exacerbated when an investment or multiple investments made as a result of such decisions 
are significant relative to a Fundôs net assets. 

 
Asset Class Risk 

 

The returns from the types of securities and/or assets in which a Fund invests may under-perform 
returns from the various general securities markets or different asset classes. The assets in the Index may 
under-perform investments that track other markets, segments, sectors or assets. Different types of 
assets tend to go through cycles of out-performance and under-performance in comparison to the 
general securities markets. 

 
Bond Investment Risk 

 

Investments in debt securities are generally affected by changes in prevailing interest rates and the 
creditworthiness of the issuer. Prices of debt securities fall when prevailing interest rates rise. A 
Fundôs yield on investments in debt securities will fluctuate as the securities in a Fund are rebalanced 
and reinvested in securities with different interest rates. Investments in bonds are also subject to 
credit risk. Credit risk is the risk that an issuer of debt securities will be unable to pay principal and 
interest when due, or that the value of the security will suffer because investors believe the issuer is 
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less able to make required principal and interest payments. This is broadly gauged by the credit 
ratings of the debt securities in which a Fund invests. However, credit ratings are only the opinions 
of the rating agencies issuing them, do not purport to reflect the risk of fluctuations in market value 
and are not absolute guarantees as to the payment of interest and the repayment of principal. 

 
Callable Debt Risk 

 

Some debt securities may be redeemed at the option of the issuer, or ñcalled,ò before their stated 
maturity date. In general, an issuer will call its debt securities if they can be refinanced by issuing 
new debt securities which bear a lower interest rate. A Fund is subject to the possibility that during 
periods of falling interest rates an issuer will call its high yielding debt securities. A Fund would then 
be forced to invest the unanticipated proceeds at lower interest rates, likely resulting in a decline in 
the Fundôs income, or in securities with greater risks or with other less favourable features. Such 
redemptions and subsequent reinvestments would also increase a Fundôs portfolio turnover. If a 
called debt security was purchased by a Fund at a premium, the value of the premium may be lost 
in the event of a redemption. 

 
China A-Shares Risk 

 

A-Shares are issued by companies incorporated in mainland China and are traded on Chinese ex-
changes. Foreign investors can access A-Shares by obtaining a QFII or a RQFII license, as well as 
through the Stock Connect Programs. A Fund currently intends to gain exposure to A-Shares through 
the Stock Connect Programs. Trading suspensions in certain stocks could lead to greater market 
execution risk, valuation risks, liquidity risks and costs for a Fund, as well as for Authorised Partici-
pants that create and redeem Creation Units of the Fund. The SSE and SZSE currently apply a daily 
limit, set at 10%, of the amount of fluctuation permitted in the prices of A-shares during a single 
trading day. The daily limit refers to price movements only and does not restrict trading within the 
relevant limit. There can be no assurance that a liquid market on an exchange will exist for any 
particular A-share or for any particular time. This could increase a Fundôs tracking error and/or cause 
a Fund to trade in the market at greater bid-ask spreads or greater premiums or discounts to a Fundôs 
NAV. Given that the A-share market is considered volatile and unstable (with the risk of widespread 
trading suspensions or government intervention), the creation and redemption of Creation Units (as 
defined below) may also be disrupted. These risks, among others, could adversely affect the value 
of a Fundôs investments. 

 
Closed-End Funds Investment Risk 

 

Common shares of closed-end management investment companies (ñCEFsò) frequently trade at a 
discount from their net asset value. This risk may be greater if shares of the CEF are removed from 
the Index in a relatively short period of time after completion of the initial offering of the CEF. A Fund 
will indirectly bear its pro rata share of the fees and expenses, including advisory fees, incurred by 
a CEF in which a Fund invests and will be indirectly subject to the risks associated with the underlying 
companies in which the CEF invests. 

 
Commodities Investment Risk 

 

A Fund may invest in commodity ETFs and/or exchange traded commodities ("ETCs"). Exposure to 
commodities may subject a Fund to greater volatility than investments in traditional securities. The 
value of commodities may be affected by changes in overall market movements, commodity index 
volatility, changes in interest rates, or sectors affecting a particular industry or commodity, such as 
drought, floods, weather, embargoes, tariffs and international economic, political and regulatory de-
velopments. Lack of liquidity in a commodity-linked ETF or ETC can result in its value being more 
volatile than the metals themselves. A Fund will pay brokerage commissions in connection with the 
purchase and sale of shares of ETFs and ETCs. 

 
Depositary Receipts Risk 
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A Fund may invest in depositary receipts, such as ADRs and GDRs. ADRs are certificates that evi-
dence ownership of shares of a foreign issuer and are alternatives to purchasing the underlying 
foreign securities directly in their national markets and currencies. GDRs are certificates issued by 
an international bank that generally are traded and denominated in the currencies of countries other 
than the home country of the issuer of the underlying shares. Depositary receipts may be subject to 
certain of the risks associated with direct investments in the securities of foreign companies. For 
additional details on these risks, please see Foreign Securities Risk. Moreover, depositary receipts 
may not track the price of the underlying foreign securities on which they are based. Certain countries 
may limit the ability to convert depositary receipts into the underlying foreign securities and vice versa, 
which may cause the securities of the foreign company to trade at a discount or premiumto the market 
price of the related depositary receipts. A holder of depositary receipts may also be subject to fees 
and the credit risk of the financial institution acting as depositary. 

 
Derivatives Risk 

 

Derivatives risk is the risk that loss may result from a Fundôs investments in options, futures and 
swap contracts, which may be leveraged and are types of derivatives. Investments in leveraged 
instruments may result in losses exceeding the amounts invested. A Fund may use these instru-
ments to help it track its Index. Compared to conventional securities, derivatives can be more sensi-
tive to changes in interest rates or to sudden fluctuations in market prices and thus a Fundôs losses 
may be greater if it invests in derivatives than if it invests only in conventional securities. 

 
Derivative instruments may be leveraged, which may result in losses exceeding the amounts in-
vested. Risks of these instruments include: 

 
That prices of the instruments and the prices of underlying securities, interest rates or currencies 
they are designed to reflect do not move together as expected; a risk of a Fundôs use of derivatives 
is that the fluctuations in their values may not correlate perfectly with its Index; 

 
The possible absence of a liquid secondary market for any particular instrument and, for exchange 
traded instruments, possible exchange-imposed price fluctuation limits, either of which may make it 
difficult or impossible to close out a position when desired; 

 
That adverse price movements in an instrument can result in a loss substantially greater than a 
Fundôs initial investment in that instrument (in some cases, the potential loss is unlimited); 

 
Particularly in the case of privately-negotiated instruments, that the counterparty will not perform its 
obligations, which could leave a Fund worse off than if it had not entered into the position; 

 

 
The inability to close out certain hedged positions to avoid adverse tax consequences, and the fact 
that some of these instruments may have uncertain tax implications for a Fund; 

 
The fact that ñspeculative position limitsò imposed by the Commodity Futures Trading Commission 
(ñCFTCò) and certain futures exchanges on net long and short positions may require a Fund to limit 
or unravel positions in certain types of instruments; and 

 
The high levels of volatility some of these instruments may exhibit, in some cases due to the high 
levels of leverage an investor may achieve with them. 

 
Equity-Linked Instruments Risk 

 

A Fund may invest in equity-linked instruments, including participatory notes. Such instruments are 
used to obtain exposure to an equity investment, including common stocks. The purchase of equity- 
linked instruments involves risks that are in addition to the risks normally associated with a direct 
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investment in the underlying securities. A Fund is subject to the risk that the issuer of the instrument 
(i.e., the issuing bank or broker-dealer) is unable or refuses to perform under the terms of the instru-
ment. Such instruments are also not traded on exchanges, are privately issued, and may be illiquid. 
There can be no assurance that the trading price or value of an equity-linked instrument will equal 
the value of the underlying equity security to which it is linked. 

 
Equity Securities Risk 

 

A Fund may invest in equity securities, which are subject to changes in value that may be attributable 
to market perception of a particular issuer, general stock market fluctuations that affect all issuers, 
or as a result of such factors as a companyôs business performance, investor perceptions, stock 
market trends and general economic conditions. Investments in equity securities may be more vola-
tile than investments in other asset classes. 

 
ETF Investment Risk 

 

A Fund may hold ETFs to gain exposure to certain asset classes. As a result, a Fund may be subject 
to the same risks as the underlying ETFs. While the risks of owning shares of an underlying ETF 
generally reflect the risks of owning the underlying securities the ETF is designed to track, lack of 
liquidity in an underlying ETF can result in its value being more volatile than the underlying portfolio 
securities. Because the value of an underlying ETF's shares depends on the demand in the market, 
the Investment Manager may not be able to liquidate a Fundôs holdings in those shares at the most 
optimal time, thereby adversely affecting a Fundôs performance. An underlying ETF may experience 
tracking error in relation to the index tracked by the underlying ETF, which could contribute to tracking 
error for a Fund. In addition, an underlying ETF's shares may trade at a premium or discount to NAV. 

 
In addition, investments in the securities of underlying ETFs may involve duplication of advisory fees 
and certain other expenses. A Fund will pay brokerage commissions in connection with the purchase 
and sale of shares of underlying ETFs, which could result in greater expenses to a Fund. By investing 
in an underlying ETF, a Fund becomes a shareholder thereof. As a result, Fund shareholders indi-
rectly bear a Fundôs proportionate share of the fees and expenses indirectly paid by shareholders of 
the underlying ETF, in addition to the fees and expenses Fund shareholders indirectly bear in con-
nection with the Fundôs own operations. In addition, certain of the underlying ETFs may hold common 
portfolio positions, thereby reducing the diversification benefits of an asset allocation style. 

 
If an underlying ETF fails to achieve its investment objective, the value of a Fundôs investment may 
decline, adversely affecting a Fundôs performance. ETFs that invest in commodities may be, or may 
become, subject to regulatory trading limits that could hurt the value of their securities and could 
affect a Fundôs ability to pursue its investment program as described in this Prospectus. 

 
A complete list of each underlying ETF held by a Fund can be found daily on the Trustôs website. 
Each investor should review the complete description of the principal risks of each underlying ETF 
prior to investing in a Fund. 

 
ETN Investment Risk 

 

A Fund may hold exchange traded notes ("ETNs") to gain exposure to certain asset classes. As a 
result, a Fund may be subject to the same risks as the underlying ETNs. An ETN may trade at a 
premium or discount to its net asset value. A Fund will indirectly bear its pro rata share of the fees 
and expenses incurred by an ETN it invests in, including advisory fees, and will pay brokerage com-
missions in connection with the purchase and sale of shares of ETNs. 

 
ETNs that invest in commodities may be, or may become, subject to regulatory trading limits that 
could hurt the value of their securities and could affect a Fundôs ability to pursue its investment 
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program as described in this prospectus. The value of an ETN may also differ from the valuation of 
its reference market due to changes in the issuerôs credit rating. 

 
ETNs generally are senior, unsecured, unsubordinated debt securities issued by a sponsor, such as 
an investment bank. The value of an ETN may be influenced by time to maturity, level of supply and 
demand for the ETN, volatility and lack of liquidity in the underlying market, changes in the applicable 
interest rates, and economic, legal, political or geographic events that affect the referenced market. 
Because ETNs are debt securities, they are subject to credit risk. If the issuer has financial difficulties 
or goes bankrupt, a portfolio may not receive the return it was promised and could lose its entire 
investment. It is expected that an issuerôs credit rating will be investment grade at the time of invest-
ment, however, the credit rating may be revised or withdrawn at any time and there is no assurance 
that a credit rating will remain in effect for any given time period. If a rating agency lowers the issuerôs 
credit rating, the value of the ETN may decline and a lower credit rating reflects a greater risk that the 
issuer will default on its obligation. 

 
There may be restrictions on a portfolioôs right to redeem its investment in an ETN, which are meant 
to be held until maturity. There are no periodic interest payments for ETNs, and principal is not pro-
tected. As is the case with ETFs, an investor could lose some of or the entire amount invested in 
ETNs. A portfolioôs decision to sell its ETN holdings may be limited by the availability of a secondary 
market. 

 
ETP Investment Risk 

 

A Fund may hold exchange traded products ("ETPs") to gain exposure to commodities. As a result, 
a Fund is subject to the same risks as the underlying ETPs. While the risks of owning shares of an 
underlying ETP generally reflect the risks of owning the underlying commodities contracts and expo-
sure the ETP holds, lack of liquidity in an underlying ETP can result in its value being more volatile 
than the metal itself. A Fund will pay brokerage commissions in connection with the purchase and sale of 
shares of ETPs. ETPs that invest in commodities contracts and exposure may be, or may become, 
subject to regulatory trading limits that could hurt the value of their securities and could affect a Fundôs 
ability to pursue its investment program as described in this prospectus. 

 
Fixed-to-Floating Rate Securities Risk 

 

A Fund may invest in fixed-to-floating rate preferred securities, which are securities that have an 
initial term with a fixed dividend rate and following this initial term bear a floating dividend rate. Se-
curities which include a floating or variable interest rate component can be less sensitive to interest 
rate changes than securities with fixed interest rates, but may decline in value if their interest rates do 
not rise as much, or as quickly, as interest rates in general. Conversely, floating rate securities will 
not generally increase in value if interest rates decline. A decline in interest rates may result in a 
reduction in income received from floating rate securities held by a Fund and may adversely affect 
the value of a Fundôs shares. Generally, floating rate securities carry lower yields than similar fixed 
rate securities. The interest rate for a floating rate security resets or adjusts periodically by reference 
to a benchmark interest rate. The impact of interest rate changes on floating rate investments is typi-
cally mitigated by the periodic interest rate reset of the investments. Fixed- to-floating rate securities 
generally are subject to legal or contractual restrictions on resale, may trade infrequently, and their 
value may be impaired when a Fund needs to liquidate such securities. Benchmark interest rates, 
such as the LIBOR, may not accurately track market interest rates. There is no guarantee or assur-
ance that: (i) a Fund will be able to invest in a desired amount of fixed-to- floating rate securities, (ii) 
a Fund will be able to buy such securities at a desirable price, or (iii) floating rate securities in which 
it invests or seeks to invest will be actively traded. Any or all of the foregoing, should they occur, 
could negatively impact a Fund. 

 
Hybrid Securities Investment Risk 
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Hybrid securities are securities which contain characteristics of both a debt security and an equity 
security. Therefore, hybrid securities are subject to the risks of equity securities and risks of debt 
securities. The terms of hybrid instruments may vary substantially, and certain hybrid securities may 
be subject to similar risks as preferred stocks, such as interest rate risk, issuer risk, dividend risk, 
call risk, and extension risk. The claims of holders of hybrid securities of an issuer are generally 
subordinated to those of holders of traditional debt securities in bankruptcy, and thus hybrid securities 
may be more volatile and subject to greater risk than traditional debt securities, and may in certain 
circumstances even be more volatile than traditional equity securities. At the same time, hybrid se-
curities may not fully participate in gains of their issuer and thus potential returns of such securities 
are generally more limited than traditional equity securities, which would participate in such gains. Hy-
brid securities may also be more limited in their rights to participate in management decisions of an 
issuer (such as voting for the board of directors). Certain hybrid securities may be more thinly traded 
and less liquid than either publicly issued equity securities or debt securities, especially hybrid secu-
rities that are ñcustomizedò to meet the needs of particular investors, potentially making it difficult for a 
Fund to sell such securities at a favourable price or at all. Any of these features could cause a loss in 
market value of hybrid securities held by a Fund or otherwise adversely affect a Fund. Where a Fund 
intends to invest in hybrid securities, details will be set out in the relevant Supplement. 

 
Inflation-Linked Bonds Investment Risk 

 

A Fund may invest in inflation-linked bonds, which are income-generating instruments whose interest 
and principal payments are adjusted for inflation ï a sustained increase in prices that erodes the 
purchasing power of money. The inflation adjustment, which is typically applied monthly to the prin-
cipal of the bond, follows a designated inflation index, such as the consumer price index. Because of 
this inflation adjustment feature, inflation-protected bonds typically have lower yields than conventional 
fixed-rate bonds. 

 
Master Limited Partnerships Investment Risk 

 

Investments in securities of Master Limited Partnerships (ñMLPsò) involve risks that differ from an 
investment in common stock. 

 
Holders of units of MLPs have more limited control rights and limited rights to vote on matters affect-
ing such MLP as compared to holders of stock of a corporation. For example, MLP unit holders may 
not elect the general partner or the directors of the general partner and the MLP unit holders have 
limited ability to remove an MLPôs general partner. MLPs are controlled by their general partners, 
which generally have conflicts of interest and limited fiduciary duties to the MLPs, which may permit 
the general partners to favour their own interests over the MLPs. The amount of cash that a Fund 
will have available to pay or distribute to you depends entirely on the ability of the MLPs that a Fund 
owns to make distributions to their partners and the tax character of those distributions. Neither a 
Fund nor the Investment Manager has control over the actions of underlying MLPs. The amount of 
cash that each individual MLP can distribute to its partners will depend on the amount of cash it 
generates from operations, which will vary from quarter to quarter depending on factors affecting the 
energy infrastructure market generally and on factors affecting the particular business lines of the 
MLP. Available cash will also depend on the MLPsô level of operating costs (including incentive dis-
tributions to the general partner), level of capital expenditures, debt service requirements, acquisition 
costs (if any), fluctuations in working capital needs, and other factors. A Fund expects to generate 
significant investment income, and a Fundôs investments may not distribute the expected or antici-
pated levels of cash, resulting in the risk that a Fund may not have the ability to make cash distribu-
tions as investors expect from MLP-focused investments. 

 
Certain MLPs in which a Fund may invest depend upon their parent or sponsor entities for a majority 
of their revenues. If their parent or sponsor entities fail to make such payments or satisfy their 
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obligations, the revenues and cash flows of such MLPs and ability of such MLPs to make distributions to 
unit holders, such as a Fund, would be adversely affected. 

 
MLPs are subject to various federal, state and local environmental laws and health and safety laws 
as well as laws and regulations specific to their particular activities. These laws and regulations ad-
dress: health and safety standards for the operation of facilities, transportation systems and the han-
dling of materials; air and water pollution requirements and standards; solid waste disposal require-
ments; land reclamation requirements; and requirements relating to the handling and disposition of 
hazardous materials. MLPs are subject to the costs of compliance with such laws applicable to them, 
and changes in such laws and regulations may adversely affect their results of operations. 

 
MLPs are subject to numerous business related risks, including: deterioration of business fundamen-
tals reducing profitability due to development of alternative energy sources, among other things, con-
sumer sentiment, changing demographics in the markets served, unexpectedly prolonged and precipitous 
changes in commodity prices and increased competition that reduces an MLPôs market share; the 
lack of growth of markets requiring growth through acquisitions; disruptions in transportation sys-
tems; the dependence of certain MLPs upon unrelated third parties; availability of capital for expan-
sion and construction of needed facilities; a significant decrease in production due to depressed 
commodity prices or otherwise; the inability of MLPs to successfully integrate recent or future acquisi-
tions; and the general level of the economy. 

 
Marine Shipping MLPs Investment Risk 

 

Marine shipping MLPs are primarily marine transporters of natural gas, crude oil or refined petroleum 
products. Marine shipping companies are exposed to many of the same risks as other energy com-
panies. In addition, the highly cyclical nature of the marine transportation industry may lead to volatile 
changes in charter rates and vessel values, which may adversely affect the revenues, profitability 
and cash flows of such companies. Fluctuations in charter rates result from changes in the supply 
and demand for vessel capacity and changes in the supply and demand for certain energy commodities. 
Changes in demand for transportation of commodities over longer distances and supply of vessels 
to carry those commodities may materially affect revenues, profitability and cash flows. The value of 
marine transportation vessels may fluctuate and could adversely affect the value of shipping company 
securities in each Fundôs portfolio. Declining marine transportation values could affect the ability of 
shipping companies to raise cash by limiting their ability to refinance their vessels, thereby adversely 
impacting such companyôs liquidity. Shipping company vessels are at risk of damage or loss because 
of events such as mechanical failure, collision, human error, war, terrorism, piracy, cargo loss and bad 
weather. In addition, changing economic, regulatory and political conditions in some countries, includ-
ing political and military conflicts, have from time to time resulted in attacks on vessels, mining of wa-
terways, piracy, terrorism, labour strikes, boycotts and government requisitioning of vessels. These 
sorts of events could interfere with shipping lanes and result in market disruptions and a significant 
reduction in cash flow for the shipping companies. 

 
Midstream MLPs Investment Risk 

 

MLPs that operate midstream assets are subject to supply and demand fluctuations in the markets 
they serve, which may be impacted by a wide range of factors, including fluctuating commodity 
prices, weather, increased conservation or use of alternative fuel sources, increased governmental 
or environmental regulation, depletion, rising interest rates, declines in domestic or foreign produc-
tion, accidents or catastrophic events, increasing operating expenses and economic conditions, 
among others. Midsteam MLPs may be particularly susceptible to large drops in energy prices, which 
have the ability to impact more drastically production in the oil and gas fields that they serve. Further, 
MLPs that operate gathering and processing assets are subject to natural declines in the production 
of the oil and gas fields they serve. In addition, some gathering and processing contracts subject the 
owner of such assets to direct commodity price risk. 

 
Mortgage Real Estate Investment Trusts (ñMortgage REITsò) Investment Risk 
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A Fund may invest in the Mortgage Real Estate Investment Industry, which comprises Mortgage 
REITs. Mortgage REITs are exposed to the risks specific to the real estate market as well as the 
risks that relate specifically to the way in which Mortgage REITs are organised and operated. Mort-
gage REITs are subject to the credit risk of the borrowers to whom they extend credit. Mortgage REITs 
are subject to significant interest rate risk. Interest rate risk refers to fluctuations in the value of a 
Mortgage REITôs investment in fixed rate obligations resulting from changes in the general level of 
interest rates. When the general level of interest rates goes up, the value of a Mortgage REITôs 
investment in fixed rate obligations goes down. When the general level of interest rates goes down, 
the value of a Mortgage REITôs investment in fixed rate obligations goes up. 

 
Mortgage REITs typically use leverage and many are highly leveraged, which exposes them to lev-
erage risk. Leverage risk refers to the risk that leverage created from borrowing may impair a Mort-
gage REITôs liquidity, cause it to liquidate positions at an unfavourable time, increase the volatility of 
the values of securities issued by the Mortgage REIT and incur substantial losses if its borrowing 
costs increase. 

 
Mortgage REITs are subject to prepayment risk, which is the risk that borrowers may prepay their 
mortgage loans at faster than expected rates. Prepayment rates generally increase when interest 
rates fall and decrease when interest rates rise. These faster than expected payments may adversely 
affect a Mortgage REITôs profitability because the Mortgage REIT may be forced to replace invest-
ments that have been redeemed or repaid early with other investments having a lower yield. Addi-
tionally, rising interest rates may cause the duration of a Mortgage REITôs investments to be longer 
than anticipated and increase such investmentsô interest rate sensitivity. 

 
Real estate investment trusts are subject to special U.S. federal tax requirements. A real estate 
investment trustôs failure to comply with these requirements may negatively affect its performance. 

 
Mortgage REITs may be dependent upon their management skills and may have limited financial 
resources. Mortgage REITs are generally not diversified and may be subject to heavy cash flow 
dependency, default by borrowers and self-liquidation. In addition, transactions between Mortgage 
REITs and their affiliates may be subject to conflicts of interest which may adversely affect a Mort-
gage REITôs shareholders. Where a Fund intends to invest in Mortgage REITs, details will be set out 
in the relevant Supplement. 

 
Non-Hedging Foreign Currency Trading Exposure Risk 

 

Certain Index components may engage in forward foreign currency transactions for speculative pur-
poses. The Index component may purchase or sell foreign currencies through the use of forward 
contracts based on the applicable advisorsô judgment regarding the direction of the market for a 
particular foreign currency or currencies. In pursuing this strategy, the advisors seek to profit from 
anticipated movements in currency rates by establishing ñlongò and/or ñshortò positions in forward 
contracts on various foreign currencies. Foreign exchange rates can be extremely volatile and a 
variance in the degree of volatility of the market or in the direction of the market from the advisorsô 
expectations may produce significant losses to the Index component. 

 
Non-European Agency Debt Risk 

 

A Fund may invest in uncollateralised bonds issued by agencies, subdivisions or instrumentalities of 
foreign governments. Bonds issued by these foreign government agencies, subdivisions or instru-
mentalities are generally backed only by the creditworthiness and reputation of the entities issuing 
the bonds and may not be backed by the full faith and credit of the foreign government. Moreover, a 
foreign government that explicitly provides its full faith and credit to a particular entity may be, due to 
changed circumstances, unable or unwilling to actually provide that support. If a non- European 
agency is unable to meet its obligations, the performance of a Fund will be adversely impacted. A 
non-European agencyôs operations and financial condition are influenced by the foreign governmentôs 
economic and other policies. Changes to the financial condition or credit rating of a 
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foreign government may cause the value of debt issued by that particular foreign governmentôs agen-
cies, subdivisions or instrumentalities to decline. During periods of economic uncertainty, the trading 
of non-European agency bonds may be less liquid while market prices may be more volatile than 
prices of European agency bonds. Additional risks associated with non-European agency investing 
include differences in accounting, auditing and financial reporting standards, adverse changes in 
investment or exchange control regulations, political instability, which could affect European invest-
ments in foreign countries, and potential restrictions of the flow of international capital. 

 
Preferred Stock Investment Risk 

 

Unlike interest payments on debt securities, dividend payments on a preferred stock typically must 
be declared by the issuerôs board of directors. An issuerôs board of directors is generally not under 
any obligation to pay a dividend (even if such dividends have accrued), and may suspend payment 
of dividends on preferred stock at any time. In the event an issuer of preferred stock experiences 
economic difficulties, the issuerôs preferred stock may lose substantial value due to the reduced like-
lihood that the issuerôs board of directors will declare a dividend and the fact that the preferred stock 
may be subordinated to other securities of the same issuer. Preferred stock may be less liquid than 
many other types of securities, such as common stock, and generally provides no voting rights with 
respect to the issuer. Certain additional risks associated with preferred stock could adversely affect 
investments in a Fund. 

 
Propane MLPs Investment Risk 

 

Propane MLPs are distributors of propane to homeowners for space and water heating. MLPs with 
propane assets are subject to earnings variability based upon weather conditions in the markets they 
serve, fluctuating commodity prices, customer conservation and increased use of alternative fuels, 
increased governmental or environmental regulation, and accidents or catastrophic events, among 
others. 

 
Real Estate Stocks and Real Estate Investment Trusts (REITs) Investment Risk 

 

A Fund may invest in companies or underlying funds that invest in real estate, such as REITs, which 
exposes investors in a Fund to the risks of owning real estate directly, as well as to risks that relate 
specifically to the way in which real estate companies are organized and operated. Real estate is 
highly sensitive to general and local economic conditions and developments, and characterized by 
intense competition and periodic overbuilding. Many real estate companies, including REITs, utilise 
leverage (and some may be highly leveraged), which increases risk and could adversely affect a real 
estate company's operations and market value in periods of rising interest rates. 

 
Securities Lending Risk 

 

Securities lending involves a risk of loss because the borrower may fail to return the securities in a 
timely manner or at all. If a Fund is not able to recover the securities loaned, it may sell the collateral 
and purchase a replacement security in the market. Lending securities entails a risk of loss to the 
Fund if and to the extent that the market value of the loaned securities increases and the collateral 
is not increased accordingly. Although the Fund will receive collateral in connection with all loans of 
its securities holdings, the Fund would be exposed to a risk of loss should a borrower default on its 
obligation to return the borrowed securities (e.g., the loaned securities may have appreciated beyond 
the value of the collateral held by the Fund). As securities on loan may not be voted by the Fund, 
there is a risk that the Fund may not be able to recall the securities in sufficient time to vote on 
material proxy matters. 
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Sovereign and Quasi-Sovereign Obligations Risk 
 

An investment in sovereign or quasi-sovereign debt obligations involves special risks not present in 
corporate debt obligations. Sovereign debt includes securities issued by or guaranteed by a non- 
European sovereign government, and quasi-sovereign debt includes securities issued by or guaran-
teed by an entity affiliated with or backed by a sovereign government. The issuer of the sovereign 
debt that controls the repayment of the debt may be unable or unwilling to repay principal or interest 
when due, and a Fund may have limited recourse in the event of a default. Similar to other issuers, 
changes to the financial condition or credit rating of a government may cause the value of a sovereign 
debt obligation to decline. During periods of economic uncertainty, the market prices of sovereign 
debt may be more volatile than prices of European debt obligations and may affect a Fund's NAV. 
Quasi-sovereign debt obligations are typically less liquid and less standardized than sovereign debt 
obligations. In the past, certain emerging market countries have encountered difficulties in servicing 
their debt obligations, withheld payments of principal and interest and declared moratoria on the payment 
of principal and interest on their sovereign debts. Several countries in which a Fund may invest have 
defaulted on their sovereign debt obligations in the past or encountered downgrades of their sover-
eign debt obligations, and those countries (or other countries) may default or risk further downgrades 
in the future. 

 
U.S. Agency Mortgage-Backed Securities Risk 

 

A Fund may invest in securities backed by pools of mortgages issued or guaranteed by the U.S. 
government or one of its agencies or sponsored entities, including Fannie Mae, Freddie Mac or Gin-
nie Mae. While securities guaranteed by Ginnie Mae are backed by the full faith and credit of the 
U.S. government, securities issued by Fannie Mae and Freddie Mac are not backed by the full faith 
and credit of the U.S. government, and there can be no assurance that the U.S. government would 
provide financial support to its agencies or sponsored entities where it is not obligated to do so. Any 
actual or potential disruption to these agencies or sponsored, or the financial condition or credit of 
the U.S. government, could cause the value of mortgage-backed securities held by a Fund to decline. 
Mortgage-backed securities represent interests in ñpoolsò of mortgages and, due to the nature of 
these loans they represent, are subject to prepayment and extension risk. Prepayment risk is the risk 
that, during periods of falling interest rates, an issuer of mortgages and other fixed-income securities 
may be able to repay principal prior to the securityôs maturity. This may cause a Fund to have to 
reinvest in securities with a lower yield or higher risk of default, resulting in a decline in a Fundôs 
income or return potential. Mortgage-backed securities are also subject to extension risk, which is 
the risk that when interest rates rise, certain mortgage-backed securities will be paid off substantially 
more slowly than originally anticipated and the value of those securities may fall sharply, resulting in a 
decline in income and potentially in the value of the investment. Because of prepayment and extension 
risks, mortgage-backed securities react differently to changes in interest rates than other bonds. 
Small movements in interest rates (both increases and decreases) may quickly and significantly re-
duce the value of certain mortgage-backed securities. These securities are also subject to the risk of 
default on the underlying mortgage loans, particularly during periods of economic downturn. A Fund 
seeks to obtain exposure to the fixed-rate portion of U.S. agency mortgage-pass through securities 
primarily through ñto be announcedò (ñTBAò) securities, or TBA transactions. TBAs refer to a com-
monly used mechanism for the forward settlement of U.S. agency mortgage-backed securities, and 
not to a separate type of mortgage-backed securities. Default or bankruptcy of a counterparty to a 
TBA transaction would expose a Fund to possible losses because of adverse market action, expenses 
or delays in connection with the purchase or sale of the pools of mortgage pass-through securities 
specified in the TBA transaction. Where a Fund intends to investin mortgage-backed securities, details 
will be set out in the relevant Supplement. 

 
U.S. Treasury Obligations Risks 

 

Investments in debt securities are generally affected by changes in prevailing interest rates and the 
creditworthiness of the issuer. Prices of U.S. Treasury securities fall when prevailing interest rates 
rise. Price fluctuations of longer-term U.S. Treasury securities are greater than price fluctuations of 
shorter-term U.S. Treasury securities and may be as great as price fluctuations of common stock. A 
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Fundôs yield on investments in U.S. Treasury securities will fluctuate as a Fund is invested in U.S. 
Treasury securities with different interest rates. 

 
Zero-Coupon Bond Risk 

 

The market value of a zero-coupon bond is generally more volatile than the market value of other 
fixed income securities with similar maturities that pay interest periodically. In addition, federal in-
come tax law requires that the holder of a zero-coupon bond with a fixed maturity date of more than 
one year from the date of issuance accrue a portion of the discount at which the bond was purchased 
as taxable income each year, even if the holder may not receive any interest payments on the bond 
during the year. A Fund must distribute substantially all of its net income (including non- cash income 
attributable to zero-coupon bonds) to its shareholders each year to maintain its status as a registered 
investment company and to eliminate tax at a Fund level. Accordingly, such accrued discount must 
be taken into account in determining the amount of taxable distributions to shareholders. A Fund may 
be required to liquidate other investments in its portfolio to generate cash, including when it is not ad-
vantageous to do so, to satisfy such distribution requirements. These actions may reduce the assets 
to which a Fund could otherwise be allocated and may reduce a Fundôs rate of return. 

 
Associated Risks Related to Form 13F Data 

 

The Securities and Exchange Commission's (ñSECò) Form 13F is a quarterly report that is required 
to be filed by US institutional investment managers that meet certain minimum thresholds of assets 
under management, which discloses the equity holdings of such investment managers. Where Form 
13F filings are used to select the securities in an Index, these are filed up to 45 days after the end of 
each calendar quarter. Therefore a given investor may have already sold its position by the time the 
security is added to the Index. Furthermore, the Form 13F filing may only disclose a subset of a 
particular investor's holdings, as not all securities are required to be reported on the Form 13F. As a 
result, the Form 13F may not provide a complete picture of the holdings of a given investor. Because 
the Form 13F filing is publicly available information, it is possible that other investors are also moni-
toring these filings and investing accordingly. This may result in inflation of the share price of securi-
ties in which a Fund invests. 

 
Associated Risks Related to Investing in Big Data Companies 

 

Big Data Companies typically face intense competition and potentially rapid product obsolescence. 
These companies are also heavily dependent on intellectual property rights and may be adversely 
affected by loss or impairment of those rights. There can be no assurance these companies will be 
able to successfully protect their intellectual property to prevent the misappropriation of their technol-
ogy, or that competitors will not develop technology that is substantially similar or superior to such 
companiesô technology. Big Data Companies typically engage in significant amounts of spending on 
research and development and mergers and acquisitions, and there is no guarantee that the products 
or services produced by these companies will be successful. Big Data Companies are potential tar-
gets for cyberattacks, which can have a materially adverse impact on the performance of these com-
panies. Similarly, the collection of data from consumers and other sources could face increased scru-
tiny as regulators consider how the data is collected, stored, safeguarded and used. Big Data Com-
panies may face regulatory fines and penalties, including potential forced break-ups, which could 
hinder the ability of the companies to operate on an ongoing basis. The customers and/or suppliers 
of Big Data Companies may be concentrated in a particular country, region or industry. Any adverse 
event affecting one of these countries, regions or industries could have a negative impact on Big 
Data Companies. 

 
Associated Risks Related to Investing in Autonomous and Electric Vehicle Companies 

 

Autonomous and Electric Vehicle Companies typically face intense competition and potentially rapid 
product obsolescence. Many of these companies are also heavily dependent on intellectual property 
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rights and may be adversely affected by loss or impairment of those rights. There can be no assur-
ance these companies will be able to successfully protect their intellectual property to prevent the 
misappropriation of their technology, or that competitors will not develop technology that is substan-
tially similar or superior to such companiesô technology. Autonomous and Electric Vehicle Compa-
nies typically engage in significant amounts of spending on research and development, capital ex-
penditures and mergers and acquisitions, and there is no guarantee that the products or services 
produced by these companies will be successful. In addition, autonomous vehicle technology could 
face increasing regulatory scrutiny in the future, which may limit the development of this technology 
and impede the growth of companies that develop and/or utilize this technology. Autonomous vehicle 
technology companies could be adversely affected by cybersecurity breaches, traffic accidents re-
lated to autonomous vehicles, and other issues that could lead to litigation and/or additional regula-
tion. The customers and/or suppliers of Autonomous and Electric Vehicle Companies may be con-
centrated in a particular country, region or industry. Any adverse event affecting one of these coun-
tries, regions or industries could have a negative impact on Autonomous and Electric Vehicle Com-
panies. 

 
Companies that produce the raw materials that are used in electric vehicles may be concentrated in 
certain commodities, and therefore be exposed to the price fluctuations of those commodities. In 
addition, these companies may have operations in emerging and frontier markets, and are therefore 
subject to higher degrees of economic and political risk associated with these markets. Recently, 
companies involved in the production and refining of cobalt have been identified as having significant 
issues in their supply chains, most notably in regard to child labour. Many of the companies identified 
have taken concrete steps to address these supply chain issues, but additional oversight, regulation 
and industry-wide coordination will be necessary to ensure that these problems do not persist in the 
future. 

 
Associated Risks Related to Investing in CleanTech Companies 

 

CleanTech Companies typically face intense competition, short product lifecycles and potentially 
rapid product obsolescence. These companies may be significantly affected by fluctuations in energy 
prices and in the supply and demand of renewable energy, tax incentives, subsidies and other gov-
ernmental regulations and policies. These companies are also heavily dependent on intellectual prop-
erty rights and may be adversely affected by loss or impairment of those rights. CleanTech Compa-
nies may be adversely affected by commodity price volatility, changes in exchange rates, imposition 
of import controls, availability of certain inputs and materials required for production, depletion of 
resources, technological developments and labour relations. A decline in the price of conventional 
energy such as oil and natural gas could have a materially adverse impacton CleanTech Companies. 
Renewable energy resources may be highly dependent upon government policies that support re-
newable energy generation and enhance the economic viability of owning renewable electric gener-
ation assets. Such policies can include tax credits, accelerated cost-recovery systems of depreciation 
and renewable portfolio standard programs, which mandate that a specified percentage of electricity 
sales come from eligible sources of renewable energy. Anyfailure to extend such policies could mate-
rially and adversely affect the business, financial condition, results of operations and cash flow of 
CleanTech Companies. 

 
The electricity produced and revenues generated by a renewable energy generation facility, includ-
ing solar, electric or wind energy, is highly dependent on suitable weather conditions. Furthermore, 
components used in the generation of renewable energy could be damaged by severe weather, such 
as hailstorms or tornadoes. In addition, replacement and spare parts for key components may be 
difficult or costly to acquire or may be unavailable. Unfavourable weather and atmospheric conditions 
could impair the effectiveness of assets or reduce their output beneath their rated capacity or require 
shutdown of key equipment, impeding operation of renewable energy assets. Actual climatic condi-
tions at a facility site, particularly wind conditions, may not conform to the historical findings and, 
therefore, renewable energy facilities may not meet anticipated production 
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levels or the rated capacity of the generation assets, which could adversely affect the business, fi-
nancial condition and results of operations and cash flows of CleanTech Companies. 

 
Associated Risks Related to Investing in Cloud Computing Companies 

 

Cloud Computing companies may have limited product lines, markets, financial resources or person-
nel. These companies typically face intense competition and potentially rapid product obsolescence. 
In addition, many Cloud Computing companies store sensitive consumer information and could be the 
target of cybersecurity attacks and other types of theft, which could have a negative impact on these 
companies. As a result, Cloud Computing companies may be adversely impacted by government 
regulations, and may be subject to additional regulatory oversight with regard to privacy concerns 
and cybersecurity risk. These companies are also heavily dependent on intellectual property rights and 
may be adversely affected by loss or impairment of those rights. CloudComputing companies could be 
negatively impacted by disruptions in service caused by hardware or software failure, or by interrup-
tions or delays in service by third-party data centre hosting facilities and maintenance providers. 
Cloud Computing companies, especially smaller companies, tend to bemore volatile than companies 
that do not rely heavily on technology. The customers and/or suppliersof Cloud Computing compa-
nies may be concentrated in a particular country, region or industry. Any adverse event affecting one 
of these countries, regions or industries could have a negative impact on Cloud Computing compa-
nies. 

 
Associated Risks Related to Investing in Cybersecurity Companies 

 

Cybersecurity Companies may have limited product lines, markets, financial resources or personnel. 
These companies typically face intense competition and potentially rapid product obsolescence. Cy-
bersecurity Companies may be adversely impacted by government regulations, and may be subject 
to additional regulatory oversight with regard to privacy concerns and cybersecurity risk. Cybersecu-
rity Companies may also be negatively affected by the decline or fluctuation of subscription renewal 
rates for their products and services, which may have an adverse effect on profit margins. These 
companies are also heavily dependent on intellectual property rights and may be adversely affected 
by loss or impairment of those rights. Cybersecurity Companies, especially smaller companies, tend 
to be more volatile than companies that do not rely heavily on technology. The customers and/or 
suppliers of Cybersecurity Companies may be concentrated in a particular country, region or industry. 
Any adverse event affecting one of these countries, regions or industries could have a negative impact 
on Cybersecurity Companies. 

 
Associated Risks Related to Investing in Data Centre REITS and Digital Infrastructure 

Companies 

 

Data Centre REITS and Digital Infrastructure Companies are exposed to the risks specific to the real 
estate market as well as the risks that relate specifically to the way in which Data Centre REITS and 
Digital Infrastructure Companies are utilized and operated. Data Centre REITS and Digital Infrastruc-
ture Companies may be affected by unique supply and demand factors that do not apply to other 
real estate sectors, such as changes in demand for communications infrastructure, consolidation of 
tower sites, and new technologies that may affect demand for data centres. Data and infrastructure 
real estate companies are particularly affected by changes in demand for wireless infrastructure and 
wireless connectivity. Such demand is affected by numerous factors including, but not limited to, con-
sumer demand for wireless connectivity; availability or capacity of wireless infrastructure or associ-
ated land interests; location of wireless infrastructure; financial condition of customers; increased use 
of network sharing, roaming, joint development, or resale agreements by customers; mergers or con-
solidations by and among customers; governmental regulations, including local or state restrictions on 
the proliferation of wireless infrastructure; and technological changes, including those affecting the 
number or type of wireless infrastructure needed to provide wireless connectivity to a given geo-
graphic area or resulting in the obsolescence or decommissioning of certain existing wireless net-
works. Data Centre REITS and Digital Infrastructure Companies may be subject to external risks 
including, but not limited to, natural disasters and supplier outages. 
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Certain geographical areas may be at higher risk for natural disasters, which can increase the likeli-
hood of power surges and supplier outages. Natural disasters and supplier outages can lead to sig-
nificant downtime, data loss, and associated expenses. Data Centre REITS and Digital Infrastructure 
Companies may be subject to internal risks including, but not limited to, water supply and climate risk 
and data security risk. Water damage or an imprecise climate may cause extensive damage to critical 
infrastructure if adequate systems aimed at water penetration and climate control are not installed. 
Data centres are increasingly relying on the use of electronic data, which may make them more vul-
nerable to data security risk. Data centres that do not implement more advanced access control and 
security monitoring in response to internal and external threats may be at greater risk of potential 
breaches or damage to data integrity. 

 
Associated Risks Related to Investing in Telemedicine & Digital Health Companies 

 

Telemedicine & Digital Health Companies typically face intense competition and potentially rapid 
product obsolescence. These companies are also heavily dependent on intellectual property rights 
and may be adversely affected by loss or impairment of those rights. There can be no assurance 
these companies will be able to successfully protect their intellectual property to prevent the misap-
propriation of their technology, or that competitors will not develop technology that is substantially 
similar or superior to such companiesô technology. Telemedicine & Digital Health Companies typically 
engage in significant amounts of spending on research and development, and there is no guarantee 
that the products or services produced by these companies will be successful. In addition, the field of 
digital health and telemedicine could face increasing regulatory scrutiny in the future, which may limit 
the development of this technology and impede the growth of companies that develop and/or utilize 
this technology. Many Telemedicine & Digital Health Companies store and transmit sensitive data 
that is subject to strict regulations. As a result, these companies may be particularly vulnerable to 
cybersecurity breaches or other means by which sensitive data could be exposed. Breaches of this 
nature would have a materially adverse effect on a given company, and could lead to stricter regu-
lation in the future. The customers and/or suppliers of Telemedicine & Digital Health Companies may 
be concentrated in a particular country, region or industry. Any adverse event affecting one of these 
countries, regions or industries could have a negative impact on Telemedicine & Digital Health Com-
panies. 

 
Associated Risks Related to Investing in E-commerce Companies 

 

E-commerce Companies typically face intense competition and are subject to fluctuating consumer 
demand. Many of these companies compete aggressively on price, potentially affecting their long 
run profitability. Due to the online nature of E-commerce Companies and their involvement in pro-
cessing, storing and transmitting large amounts of data, these companies are particularly vulnerable 
to cyber security risk. This includes threats to operational software and hardware, as well as theft of 
personal and transaction records and other customer data. In the event of a cyberattack, E-commerce 
Companies could suffer serious adverse reputational and operational consequences, including lia-
bility and litigation. 

 
Associated Risks Related to Investing in Education Companies 

 

Education companies may be affected by changes in demographics and changes in consumer de-
mands. Furthermore, government regulations, programs and policies can have a significant impact 
on the products and services provided by education companies. Some education companies rely 
heavily on tax breaks and government subsidies, which can be very policy-dependent and may not 
continue indefinitely in the future. Education companies are also affected by macroeconomic growth 
and the overall strength of the labour market, which can influence the demand for educational products 
and services. Some education companies have recently faced increased regulatory scrutiny, and in 
some cases litigation, due to business practices that were perceived as unfair and misleading to 
consumers. Ongoing and future legal actions could have a negative impact on education companies. 
The customers and/or suppliers of education companies may be 
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concentrated in a particular country, region or industry. Any adverse event affecting one of these 
countries, regions or industries could have a negative impact on education companies. 

 
Associated Risks Related to Investing in Energy Infrastructure Companies 

 

Companies engaged in the energy infrastructure sector also are subject to risks specific to the in-
dustry they serve. Risks inherent in the energy infrastructure business include the following: 

 
A sustained decline in demand for crude oil, natural gas and refined petroleum products could ad-
versely affect revenues and cash flows. Factors that could lead to a decrease in market demand 
include a recession or other adverse economic conditions, an increase in the market price of the 
underlying commodity, higher taxes or other regulatory actions that increase costs, or a shift in con-
sumer demand for such products. Demand may also be adversely impacted by consumer sentiment 
with respect to global warming and/or by any state or federal legislation intended to promote the use 
of alternative energy sources, such as bio-fuels. 

 
Companies engaged in the energy infrastructure sector employ a variety of means of increasing cash 
flow, including increasing utilization of existing facilities, expanding operations through new construc-
tion, expanding operations through acquisitions, or securing additional long-term contracts. Thus, 
some companies engaged in the energy infrastructure sector may be subject to construction risk, 
acquisition risk or other risk factors arising from their specific business strategies. A significant slow-
down in large energy companiesô disposition of energy infrastructure assets and other merger and 
acquisition activity in the energy infrastructure industry could reduce the growth rate of cash flows 
received by a Fund from companies engaged in the energy infrastructure sector that grow through 
acquisitions. 

 
The volatility of energy commodity prices can indirectly affect certain entities engaged in the energy 
infrastructure sector due to the impact of prices on the volume of commodities transported, pro-
cessed, stored or distributed. Most energy infrastructure entities are not subject to direct commodity 
price exposure because they do not own the underlying energy commodity. Nonetheless, the price of 
an energy infrastructure security can be adversely affected by the perception that the performance 
of all such entities is directly tied to commodity prices. 

 
In addition, a significant decrease in the production of natural gas, oil or other energy commodity due 
to a decline in production from existing facilities, import supply disruption or otherwise would reduce 
revenue and operating income of certain MLPs in the energy infrastructure sector and, therefore, the 
ability of MLPs to make distributions would be reduced. 

 
The profitability of companies engaged in the energy infrastructure sector could be adversely affected 
by changes in the regulatory environment. Most assets of such companies are heavily regulated by 
federal and state governments in diverse matters, such as the way in which such company assets 
are constructed, maintained and operated and the prices such companies may charge for their ser-
vices. Such regulation can change over time in scope and intensity. For example, a particular by-prod-
uct of a process may be declared hazardous by a regulatory agency and unexpectedly increase 
production costs for a company engaged in the energy infrastructure sector. Moreover, many state 
and federal environmental laws provide for civil as well as regulatory remediation, thus adding to the 
potential exposure such a company may face. 

 
Extreme weather patterns could result in significant volatility in the supply of energy and power and 
could adversely impact the value of the securities in which each Fund invests. This volatility may 
create fluctuations in commodity prices and earnings of companies in the energy infrastructure in-
dustry. 

 
A rising interest rate environment could adversely impact the performance of companies engaged in 
the energy infrastructure sector. Rising interest rates could limit the capital appreciation of equity 
units of such companies as a result of the increased availability of alternative investments at com-
petitive yields. Rising interest rates may increase the cost of capital for companies operating in 
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this industry. A higher cost of capital could limit growth from acquisition or expansion projects, limit 
the ability of such entities to make or grow distributions or meet debt obligations, and adversely affect 
the prices of their securities. 

 
Since the September 11th terrorist attacks, the U.S. government has issued warnings that energy 
assets, specifically U.S. pipeline infrastructure, may be targeted in future terrorist attacks. These 
dangers give rise to risks of substantial losses as a result of loss or destruction of commodity re-
serves; damage to or destruction of property, facilities and equipment; pollution and environmental 
damage; and personal injury or loss of life. Any occurrence of such catastrophic events could bring 
about a limitation, suspension or discontinuation of the operations of companies in the North Ameri-
can energy infrastructure sector. Companies in the North American energy infrastructure sector may 
not be fully insured against all risks inherent in their business operations and therefore accidents and 
catastrophic events could adversely affect such companiesô financial condition and ability to pay 
distributions to shareholders. 

 
Associated Risks Related to Investing in Exploration and Production MLPs 

 

Exploration and production MLPs are particularly vulnerable to declines in the demand for and prices 
of crude oil and natural gas. Reductions in prices for crude oil and natural gas can cause a given 
reservoir to become uneconomic for continued production earlier than it would if prices were higher, 
resulting in the plugging and abandonment of, and cessation of production from, that reservoir. In 
addition, lower commodity prices not only reduce revenues but also can result in substantial down-
ward adjustments in reserve estimates. The accuracy of any reserve estimate is a function of the 
quality of available data, the accuracy of assumptions regarding future commodity prices and future 
exploration and development costs and engineering and geological interpretations and judgments. 
Different reserve engineers may make different estimates of reserve quantities and related revenue 
based on the same data. Actual oil and gas prices, development expenditures and operating ex-
penses will vary from those assumed in reserve estimates, and these variances may be significant. 
Any significant variance from the assumptions used could result in the actual quantity of reserves and 
future net cash flow being materially different from those estimated in reserve reports. In addition, 
results of drilling, testing and production and changes in prices after the date of reserve estimates 
may result in downward revisions to such estimates. Substantial downward adjustments in reserve 
estimates could have a material adverse effect on a given exploration and production companyôs 
financial position and results of operations. In addition, due to natural declines in reserves and produc-
tion, exploration and production companies must economically find or acquire and develop additional 
reserves in order to maintain and grow their revenues and distributions. Exploration and production 
MLPs seek to reduce cash flow volatility associated with commodity prices by executing multi-year 
hedging strategies that fix the price of gas and oil produced. There can be no assurance that the 
hedging strategies currently employed by these MLPs are currently effective or will remain effective. 

 
Associated Risks Related to Investing in FinTech Companies 

 

FinTech Companies may be adversely impacted by government regulations, economic conditions 
and deterioration in credit markets. These companies may have significant exposure to consumers 
and businesses (especially small businesses) in the form of loans and other financial products or 
services. FinTech Companies typically face intense competition and potentially rapid product obso-
lescence. In addition, many FinTech Companies store sensitive consumer information and could be 
the target of cybersecurity attacks and other types of theft, which could have a negative impact on 
these companies. Many FinTech Companies currently operate under less regulatory scrutiny than 
traditional financial services companies and banks, but there is significant risk that regulatory over-
sight could increase in the future. Higher levels of regulation could increase costs and adversely impact 
the current business models of some FinTech Companies. These companies could be negatively im-
pacted by disruptions in service caused by hardware or software failure, or by interruptions or delays 
in service by third-party data centre hosting facilities and maintenance providers. FinTech Compa-
nies involved in alternative currencies may face slow adoption rates and be subject to higher levels of 
regulatory scrutiny in the future, which could severely impact the viability 
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of these companies. FinTech Companies, especially smaller companies, tend to be more volatile 
than companies that do not rely heavily on technology. The customers and/or suppliers of FinTech 
Companies may be concentrated in a particular country, region or industry. Any adverse event af-
fecting one of these countries, regions or industries could have a negative impact on FinTech Com-
panies. 

 
Associated Risks Related to Investing in Genomics Companies 

 

Genomics companies typically face intense competition and potentially rapid product obsolescence. 
These companies are also heavily dependent on intellectual property rights and may be adversely 
affected by loss or impairment of those rights. There can be no assurance these companies will be 
able to successfully protect their intellectual property to prevent the misappropriation of their technol-
ogy, or that competitors will not develop technology that is substantially similar or superior to such 
companiesô technology. Genomics companies typically engage in significant amounts of spending 
on research and development, and there is no guarantee that the products or services produced by 
these companies will be successful. In addition, the field of genomic science could face increasing 
regulatory scrutiny in the future, which may limit the development of this technology and impede the 
growth of companies that develop and/or utilize this technology. The customers and/or suppliers of 
genomics companies may be concentrated in a particular country, region or industry. Any adverse 
event affecting one of these countries, regions or industries could have a negative impact on ge-
nomics companies. 

 
Associated Risks Related to Investing in Health & Wellness Companies 

 

A Fund may invest in health and wellness companies, including companies that operate gyms and 
fitness/wellness facilities as well as companies that provide, manufacture or distribute natural/organic 
foods, sports/fitness equipment, wearable fitness technology, fitness/athletic apparel, nutritional sup-
plements, anti-aging products and dietary services. The risks related to investing in such companies 
include rapid changes in consumer trends, social trends, marketing campaigns, and consumersô dis-
posable income. Health & Wellness Companies that manufacture or distribute natural/organic foods 
may enter the cannabis space which would increase the risk of facing increased regulatory scrutiny 
in the future. Exposure to cannabis companies could increase the volatility of the stocks. In addition, 
these companies typically face intense competition domestically and abroad, which could adversely 
impact the success of these companies. The customers and/or suppliers of health and wellness 
companies may be concentrated in a particular country, region or industry. Any adverse event affect-
ing one of these countries, regions or industries could have a negative impact on health and wellness 
companies. 

 
Associated Risks Related to Investing in Infrastructure Companies 

 

Infrastructure companies may be subject to a variety of factors that could adversely affect their busi-
ness or operations, including high interest costs in connection with capital construction programs, 
high degrees of leverage, costs associated with governmental, environmental and other regulations, 
the effects of economic slowdowns, increased competition from other providers of services, uncer-
tainties concerning costs, the level of government spending on infrastructure projects, and other fac-
tors. Infrastructure companies may be adversely affected by commodity price volatility, changes in 
exchange rates, import controls, depletion of resources, technological developments, and labour re-
lations. There is also the risk that corruption may negatively affect publicly funded infrastructure pro-
jects, especially in emerging markets, resulting in delays and cost overruns. Infrastructure issuers 
can be significantly affected by government spending policies because companies involved in this 
industry rely to a significant extent on U.S. and other government demand for their products. 

 
Infrastructure companies in the oil and gas industry may be adversely affected by government regu-
lation or world events in the regions that the companies operate (e.g., expropriation, nationalization, 
confiscation of assets and property or the imposition of restrictions on foreign 
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investments and repatriation of capital, military coups, social unrest, violence or labour unrest). In-
frastructure companies may have significant capital investments in, or engage in transactions involv-
ing, emerging market countries, which may heighten these risks. 

 
Operations Risk 

 

The failure of an infrastructure company to carry adequate insurance or to operate its assets appro-
priately could lead to significant losses. Infrastructure may be adversely affected by environmental 
clean-up costs and catastrophic events such as earthquakes, hurricanes and terrorist acts. 

 
Customer Risk 

 

Infrastructure companies can be dependent upon a narrow customer base. Additionally, if these 
customers fail to pay their obligations, significant revenues could be lost and may not be replaceable. 

 
Regulatory Risk 

 

Infrastructure companies may be subject to significant regulation by various governmental authorities and 
also may be affected by regulation of rates charged to customers, service interruption due to envi-
ronmental, operational or other events, the imposition of special tariffs and changes in tax laws, 
regulatory policies and accounting standards. 

 
Strategic Asset Risk 

 

Infrastructure companies may control significant strategic assets (e.g., major pipelines or highways), 
which are assets that have a national or regional profile, and may have monopolistic characteristics. 
Given their national or regional profile or irreplaceable nature, strategic assets could generate addi-
tional risk not common in other industry sectors and they may be targeted for terrorist acts or adverse 
political actions. 

 
Interest Rate Risk 

 

Rising interest rates could result in higher costs of capital for infrastructure companies, which could 
negatively impact their ability to meet payment obligations. 

 
Leverage Risk 

 

Infrastructure companies can be highly leveraged which increases investments risk and other risks 
normally associated with debt financing, and could adversely affect an infrastructure companyôs op-
erations and market value in periods of rising interest rates. 

 
Inflation Risk 

 

Many infrastructure companies may have fixed income streams. Consequently, their market values 
may decline in times of higher inflation. Additionally, the prices that an infrastructure company is able 
to charge users of its assets may be linked to inflation, whether by government regulation, contractual 
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arrangement or other factors. In this case, changes in the rate of inflation may affect the companyôs prof-
itability. 

 
Transportation Risk 

 

The stock prices of companies in the transportation industry group are affected by both supply and 
demand for their specific product. Government regulation, world events and economic conditions 
may affect the performance of companies in the transportation sector. 

 
Oil and Gas Risk 

 

The profitability of oil and gas companies is related to worldwide energy prices, exploration, and 
production spending. 

 
Associated Risks Related to Investing in Infrastructure Development Companies 

 

A Fund may invest in infrastructure development companies, including companies involved in con-
struction, engineering, production of raw materials, production and distribution of heavy construction 
equipment and industrial transportation. General risks of infrastructure development companies in-
clude the general state of the economy, intense competition, consolidation, domestic and interna-
tional politics, and excess capacity. In addition, infrastructure development companies may also be 
significantly affected by overall capital spending levels (including both private and public sector spend-
ing), economic cycles, technical obsolescence, delays in modernization, labour relations and gov-
ernment regulations. Some infrastructure development companies may relyheavily on local, state or 
national government contracts, and are therefore subject to higher degreesof political risk and could be 
negatively impacted by changes in government policies or a deterioration in government balance 
sheets in the future. The customers and/or suppliers of infrastructure development companies may 
be concentrated in a particular country, region or industry. Any adverse event affecting one of these 
countries, regions or industries could have a negative impact on infrastructure development compa-
nies. 

 
Associated Risks Related to Investing in Internet of Things Companies 

 

Internet of Things companies may have limited product lines, markets, financial resources or person-
nel. These companies typically face intense competition and potentially rapid product obsolescence. 
In addition, many Internet of Things companies store sensitive consumer information and could be the 
target of cybersecurity attacks and other types of theft, which could have a negative impact on these 
companies. As a result, Internet of Things companies may be adversely impacted by government 
regulations, and may be subject to additional regulatory oversight with regard to privacy concerns 
and cybersecurity risk. These companies are also heavily dependent on intellectual property rights and 
may be adversely affected by loss or impairment of those rights. Internet of Things companies could be 
negatively impacted by disruptions in service caused by hardware or software failure, or by interrup-
tions or delays in service by third-party data centre hosting facilities and maintenance providers. 
Internet of Things companies, especially smaller companies, tend to be more volatile than companies 
that do not rely heavily on technology. The customers and/or suppliers of Internet of Things companies 
may be concentrated in a particular country, regionor industry. Any adverse event affecting one of 
these countries, regions or industries could have a negative impact on Internet of Things companies. 

 
Associated Risks Related to Investing in Longevity Companies 

 

A Fund may invest in longevity companies, including pharmaceutical and biotechnology companies 
involved in the research, development, production and/or manufacturing of drugs; suppliers or man-
ufacturers of medical devices; companies operating skilled nursing homes, senior living homes and 
continuing care communities; and providers of health care services, including home healthcare pro-
viders. Longevity companies may be affected by industry competition, dependency on a limited 
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number of products, obsolescence of products, government approvals and regulations, loss or im-
pairment of intellectual property rights and litigation regarding product liability. Longevity companies 
may be affected by government regulations and government healthcare programs, as well as in-
creases or decreases in the cost of medical products and services and product liability claims. Many 
longevity companies are heavily dependent on patent protection, and the expiration of a companyôs 
patent may adversely affect that companyôs profitability. The customers and/or suppliers of longevity 
companies may be concentrated in a particular country, region or industry. Any adverse event affecting 
one of these countries, regions or industries could have a negative impact on longevity companies. 

 
Associated Risks Related to Investing in Millennial Companies 

 

A Fund may invest in millennial companies, including companies involved in producing or distributing 
clothing and apparel, food (including restaurants), and consumer staples, as well as companies in-
volved in the provision of social networks and social media, digital media, live events and entertain-
ment, travel and transportation services, financial services and investments, housing and housing 
services and educational services. Millennial companies may be affected by changes in consumersô 
disposable income, consumer preferences, social trends and marketing campaigns. Millennial com-
panies generally face a high degree of competition and potentially rapid product obsolescence. The 
customers and/or suppliers of millennial companies may be concentrated in a particular country, 
region or industry. Any adverse event affecting one of these countries, regions or industries could 
have a negative impact on millennial companies. 

 
Associated Risks Related to Investing in Renewable Energy Companies 

 

Renewable Energy Companies typically face intense competition, short product lifecycles and po-
tentially rapid product obsolescence. These companies may be significantly affected by fluctuations 
in energy prices and in the supply and demand of renewable energy, tax incentives, subsidies and 
other governmental regulations and policies. These companies are also heavily dependent on intel-
lectual property rights and may be adversely affected by loss or impairment of those rights. Renew-
able Energy Companies may be adversely affected by commodity price volatility, changes in exchange 
rates, imposition of import controls, availability of certain inputs and materials required for production, 
depletion of resources, technological developments and labour relations. A decline in the price of 
conventional energy such as oil and natural gas could have a materially adverse impact on Renewable 
Energy Companies. Renewable energy resources may be highly dependent upon on government poli-
cies that support renewable generation and enhance the economic viability of owning renewable 
electric generation assets. Such policies can include tax credits, accelerated cost-recovery systems 
of depreciation and renewable portfolio standard (ñRPSò) programs, which mandate that a specified 
percentage of electricity sales come from eligible sources of renewable energy. Any failure to extend 
such policies could materially and adversely affect the business, financial condition, results of oper-
ations and cash flow of Renewable Energy Companies. 

 
The electricity produced and revenues generated by a renewable energy generation facility, includ-
ing solar electric or wind energy, is highly dependent on suitable weather conditions. Furthermore, 
components used in the generation of renewable energy could be damaged by severe weather, such 
as hailstorms or tornadoes. In addition, replacement and spare parts for key components may be 
difficult or costly to acquire or may be unavailable. Unfavourable weather and atmospheric conditions 
could impair the effectiveness of assets or reduce their output beneath their rated capacity or require 
shutdown of key equipment, impeding operation of renewable assets. Actual climatic conditions at a 
facility site, particularly wind conditions, may not conform to the historical findings and, therefore, 
renewable energy facilities may not meet anticipated production levels or the rated capacity of the 
generation assets, which could adversely affect the business, financial condition and results of oper-
ations and cash flows of Renewable Energy Companies. 

 
Associated Risks Related to Investing in Robotics & Artificial Intelligence Companies 
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Robotics & Artificial Intelligence Companies may have limited product lines, markets, financial re-
sources or personnel. These companies typically face intense competition and potentially rapid prod-
uct obsolescence. These companies are also heavily dependent on intellectual property rights and 
may be adversely affected by loss or impairment of those rights. There can be no assurance these 
companies will be able to successfully protect their intellectual property to prevent the misappropri-
ation of their technology, or that competitors will not develop technology that is substantially similar 
or superior to such companiesô technology. Robotics & Artificial Intelligence Companies typically en-
gage in significant amounts of spending on research and development, and there is no guarantee 
that the products or services produced by these companies will be successful. Robotics & Artificial 
Intelligence Companies are potential targets for cyberattacks, which can have a materially adverse 
impact on the performance of these companies. Robotics & Artificial Intelligence Companies, espe-
cially smaller companies, tend to be more volatile than companies that do not rely heavily on technol-
ogy. In addition, robotics and artificial intelligence technology could face increasing regulatory scrutiny 
in the future, which may limit the development of this technology and impede the growth of companies 
that develop and/or utilize this technology. Similarly, the collection of data from consumers and other 
sources could face increased scrutiny as regulators consider how the data is collected, stored, safe-
guarded and used. Robotics & Artificial Intelligence companies face increased risk from trade agree-
ments between countries that develop these technologies and countries in which customers of these 
technologies are based. Lack of resolution or potential imposition of trade tariffs may hinder on the 
companiesô ability to successfully deploy their inventories. The customers and/or suppliers of Robot-
ics & Artificial Intelligence Companies may beconcentrated in a particular country, region or industry. 
Any adverse event affecting one of these countries, regions or industries could have a negative impact 
on Robotics & Artificial Intelligence Companies. 

 
Associated Risks Related to Investing in Social Media Companies 

 

A Fund may invest in securities of companies engaged in the social media industry, including com-
panies that provide social networking, file sharing, and other web-based media applications. The risks 
related to investing in such companies include disruption in service caused by hardware or software 
failure, interruptions or delays in service by third-party data centre hosting facilities and maintenance 
providers, security breaches involving certain private, sensitive, proprietary and confidential infor-
mation managed and transmitted by social media companies, privacy concerns and laws, evolving 
Internet regulation and other foreign or domestic regulations that may limit or otherwise affect the 
operations of such companies. Furthermore, the business models employed by the companies in the 
social media industry may not prove to be successful. 

 
Social media companies face risks related to the technology industry. Technology companies are 
generally subject to the risks of rapidly changing technologies, short product life cycles, fierce com-
petition, aggressive pricing and reduced profit margins, loss of patent, copyright and trademark pro-
tections, cyclical market patterns, evolving industry standards and frequent new product introduc-
tions. Social media companies may be smaller and less experienced companies, with limited product 
lines, markets or financial resources and fewer experienced management or marketing personnel. 
Technology company stocks, particularly those involved with the internet, have experienced extreme 
price and volume fluctuations that often have been unrelated to their operating performance. 

 
Many social media companies utilize the internet for key parts of their business models. Internet 
companies are subject to rapid changes in technology, worldwide competition, rapid obsolescence 
of products and services, loss of patent protections, cyclical market patterns, evolving industry stand-
ards, frequent new product introductions and the considerable risk of owning small capitalisation 
companies that have recently begun operations. 

 
Associated Risks Related to Investing in Thematic Growth Companies 

 

Companies focused on business activities in emerging economic themes typically face intense 
competition and potentially rapid product obsolescence. Thematic companies may have limited 
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product lines, markets, financial resources or personnel. These companies typically engage in sig-
nificant amounts of spending on research and development, capital expenditures and mergers and 
acquisitions, and there is no guarantee that the products or services produced by these companies 
will be successful. 

 
These companies are also frequently dependent on intellectual property rights and may be adversely 
affected by loss or impairment of those rights. There can be no assurance these companies will be 
able to successfully protect their intellectual property to prevent the misappropriation of their technol-
ogy, or that competitors will not develop technology that is substantially similar or superior to such 
companiesô technology. Such companies may be potential targets for cyberattacks, which can have 
a materially adverse impact on the performance of these companies. The emergent nature of many 
economic themes could result in increasing regulatory scrutiny in the future, which may impede the growth 
of companies that develop and/or focus on such economic themes. Similarly, the collection of data 
from consumers and other sources is frequently a critical component in emerging economic themes 
and could face increased scrutiny as regulators consider how the data is collected, stored, safeguarded 
and used. Finally, these companies may be involved in young, fast evolving industries with increased 
exposure to the risks associated with changes in applicable laws (including regulation, other rule 
changes, and related federal and state enforcement activities), as well as market developments, 
which may cause businesses to contract or close suddenly and negatively impact the value of these 
companies. 

 
Sales growth and acceleration for a particular economic theme may not continue, and the business 
models employed by the companies focused on a particular economic theme may not prove to be 
successful. The customers and/or suppliers of thematic companies may be concentrated in a partic-
ular country, region or industry. Any adverse event affecting one of these countries, regions or indus-
tries could have a negative impact on thematic companies. These companies may also be more affected 
by overall capital spending levels, economic cycles and changes in consumer and social trends than 
companies focused on more established business industries. Such companies, especially smaller 
companies, tend to be more volatile than companies that do not rely heavily on technology and may 
experience greater downturns in the case of falling equity markets. Such considerations may lead 
the value of companies involved in a given economic theme to at times be heavily correlated with the 
value of companies involved in a different economic theme, which may lead a Fund to experience 
greater volatility than it would likely experience if a broader investment strategy were employed. 

 
In addition to all of the risks described above, companies focused on particular economic themes 
may face more specific risks related to such themes, including, but not limited to the risks described 
below. 

 
Associated Risks Related to Investing in Video Game and Esports Companies 

 

Video Game and Esports Companies may have limited product lines, markets, financial resources 
or personnel. These companies typically face intense competition and potentially rapid product ob-
solescence. Video Game and Esports Companies may be dependent on one or a small number of 
product or product franchises for a significant portion of their revenue and profits. They may also be 
subject to shifting consumer preferences, including preferences with respect to gaming console plat-
forms, and changes in consumer discretionary spending. Video Game and Esports Companies may 
be adversely impacted by government regulations, and may be subject to additional regulatory over-
sight with regard to privacy concerns and cybersecurity risk. Recently, Video Game and Esports Com-
panies have faced enhanced regulatory scrutiny, and certain regulators have at times suspended 
the issuance of licenses for new video games. These companies are also heavily dependent on 
intellectual property rights and may be adversely affected by loss or impairment of those rights. Video 
Game and Esports Companies could be negatively impacted by disruptions in service caused by 
hardware or software failure. Video Game and Esports Companies, especially smaller companies, 
tend to be more volatile than companies that do not rely heavily on technology. The customers and/or 
suppliers of Video Game and Esports Companies may be concentrated in a 
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particular country, region or industry. Any adverse event affecting one of these countries, regions 
or industries could have a negative impact on Video Game and Esports Companies. 

 
Associated Risks Related to Investing in YieldCos 

 

Investments in securities of YieldCos involve risks that differ from investments in traditional operating 
companies, including risks related to the relationship between the YieldCo and the company respon-
sible for the formation of the YieldCo (the ñYieldco Sponsorò). Yieldcos typically remain dependent 
on the management and administration services provided by or under the direction of the Yieldco 
Sponsor and on the ability of the Yieldco Sponsor to identify and present the YieldCo with acquisition 
opportunities, which may often be assets of the Yieldco Sponsor itself. Yieldco Sponsors may have 
interests that conflict with the interests of the YieldCo, and may retain control of the YieldCo via 
classes of stock held by the Yieldco Sponsor. 

 
Yieldco securities can be affected by macro-economic and other factors affecting the stock market 
in general, expectations of interest rates, investor sentiment towards YieldCos or the energy sector, 
changes in a particular issuerôs financial condition, or unfavourable or unanticipated poor perfor-
mance of a particular issuer (in the case of YieldCos, generally measured in terms of distributable 
cash flow). Prices of YieldCo securities also can be affected by fundamentals unique to the company, 
including earnings power and coverage ratios. 

 
Yieldcos may distribute all or substantially all of the cash available for distribution each quarter and 
rely primarily upon external financing sources, including via new debt and/or equity, to fund acquisi-
tions and growth capital expenditures. Yieldcos may be precluded from pursuing otherwise attractive 
acquisitions if the projected short-term cash flow from the acquisition or investment is not adequate 
to service the capital raised to fund the acquisition or investment. Yieldco growth may not be as fast 
as that of businesses that reinvest their available cash to expand ongoing operations. To the extent 
YieldCos issue additional equity securities in connection with any acquisitions or growth capital ex-
penditures, the payment of dividends on these additional equity securities may increase the risk that 
the YieldCo will be unable to maintain or increase its per share dividend. The incurrence of debt to 
finance the YieldCoôs growth strategy will result in increased interest expense and the imposition of 
additional or more restrictive covenants, which, in turn, may impact the cash distributions by the 
YieldCo. The ability of a YieldCo to maintain or grow its dividend distributions may depend on the 
entityôs ability to minimise its tax liabilities through the use of accelerated depreciation schedules, tax 
loss carry forwards, and tax incentives. Where a Fund intends to invest in YieldCos, details will be 
set out in the relevant Supplement. 

 
Capital Controls and Sanctions Risk 

 

Economic conditions, such as volatile currency exchange rates and interest rates, political events, 
military action and other conditions may, without prior warning, lead to foreign government interven-
tion (including intervention by European governments with respect to foreign governments, economic 
sectors, foreign companies and related securities and interests) and the imposition of capital controls 
(i.e., government measures designed to limit the flow of foreign capital in and out of the domestic 
economy) and/or sanctions, which may also include retaliatory actions of one government against 
another government, such as seizure of assets. Capital controls and/or sanctions include the prohi-
bition of, or restrictions on, the ability to transfer currency, securities or other assets. Capital controls 
and/or sanctions may also impact the ability of a Fund to buy, sell or otherwise transfer securities or 
currency, negatively impact the value and/or liquidity of such instruments, adversely affect the trading 
market and price for Shares of a Fund, and cause a Fund to decline in value. 

 
Capitalisation Risk 

 

Investing in issuers within the same market capitalisation category carries the risk that the category 
may be out of favour due to current market conditions or investor sentiment. 
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Large-Capitalisation Companies Risk 
 

Large-capitalisation companies may trail the returns of the overall stock market. Large-capitalisation 
stocks tend to go through cycles of doing better - or worse - than the stock market in general. These 
periods have, in the past, lasted for as long as several years. 

 
Mid-Capitalisation Companies Risk 

 

Mid-capitalisation companies may have greater price volatility, lower trading volume and less liquidity 
than large-capitalisation companies. In addition, mid-capitalisation companies may have smaller rev-
enues, narrower product lines, less management depth and experience, smaller shares of their prod-
uct or service markets, fewer financial resources and less competitive strength than large- capitali-
sation companies. 

 
Small-Capitalisation Companies Risk 

 

A Fund may invest a significant percentage of its assets in small-capitalisation companies. If it does 
so, it may be subject to certain risks associated with small-capitalisation companies. These compa-
nies often have greater price volatility, lower trading volume and less liquidity than larger, more es-
tablished companies. In addition, these companies are often subject to less analyst coverage and may 
be in early and less predictable periods of their corporate existences. These companies tend to have 
smaller revenues, narrower product lines, less management depth and experience, smaller shares 
of their product or service markets, fewer financial resources and less competitive strength than 
larger companies. 

 
Catholic Values Investing Risk 

 

A Fund may invest in securities that meet the Indexôs investment criteria by excluding the securities 
of companies based on such company's involvement in one or more activities deemed by the invest-
ment criteria to be inconsistent with Catholic teachings. There can be no guarantee that the activities 
of the companies included in the Index will align with the moral and social teachings of the Catholic 
Church, or that the Indexôs investment criteria will align fully with all interpretations of Catholic social 
teachings. To the extent an investor intends to invest in a manner consistent with his or her interpre-
tation of Catholic social teachings, an investment in a Fund may fail to achieve such objective. 

 

 
Commodities Regulatory Risk 

 

The Commodity Futures Trading Commission (ñCFTCò) may propose or re-propose regulations that 
may limit the use of commodity interests by a Fund. Any changes in regulations could affect a Fund's 
ability to pursue their investment program as described in this Prospectus. 

 
Commodity Exposure Risk 

 

To the extent that its Index invests in, or otherwise has exposure to, securities and markets that are 
susceptible to fluctuations in certain commodity markets, any negative changes in commodity mar-
kets could have a great impact on a Fund. Commodity prices may be influenced or characterized by 
unpredictable factors, including, where applicable, high volatility, changes in supply and demand 
relationships, weather, agriculture, trade, changes in interest rates and monetary and other govern-
mental policies, action and inaction. Securities of companies held by a Fund that are dependent on 
a single commodity, or are concentrated on a single commodity sector, may typically exhibit even 
higher volatility attributable to commodity prices. 

 
Commodity Price Relationship Risk 
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The Index measures the performance of companies engaged in a particular industry and not the 
performance of commodities prices themselves. Companies may under- or over-perform commodi-
ties prices over the short-term or the long-term. 

 
Concentration Risk 

 

In following its methodology, an Index may be concentrated to a significant degree in securities of 
issuers a particular industry or group of industries and/or may have significant exposure to one or 
more sectors. To the extent that an Index concentrates in the securities of issuers in such an area, 
a Fund will also concentrate its investments to approximately the same extent. In such event, a 
Fundôs performance will be particularly susceptible to adverse events impacting such industry or 
sector, and a Fund will face greater risk than if it were diversified broadly over numerous such areas. 
Such heightened risks, any of which may adversely affect the companies in which a Fund invests, 
may include, but are not limited to, the following: general economic conditions or cyclical market 
patterns that could negatively affect supply and demand; competition for resources; adverse labour 
relations; political or world events; obsolescence of technologies; and increased competition or new 
product introductions that may affect the profitability or viability of companies in a particular industry 
or sector. In addition, at times, such industry, group of industries or sector may be out of favour and 
underperform other such categories or the market as a whole. 

 
European Market Infrastructure Regulation 

 

A Fund may enter into OTC derivative contracts. Regulation (EU) No 648/2012 of the European 
Parliament and Council on OTC derivatives, central counterparties and trade repositories dated 4 
July 2012 (ñEMIRò) establishes certain requirements for OTC derivatives contracts including manda-
tory clearing obligations, bilateral risk-management requirements and reporting requirements. Although 
not all the regulatory technical standards specifying the risk-management procedures, including the 
levels and type of collateral and segregation arrangements, required to give effect to EMIR have 
been finalised and it is therefore not possible to be definitive, Investors should be aware that certain 
provisions of EMIR impose obligations on the Funds in relation to its transaction of OTC derivative 
contracts. 

 
 

The potential implications of EMIR for the Funds include, without limitation, the following: 

 
 

(a) clearing obligation: certain standardised OTC derivative transactions will be 
subject to mandatory clearing through a central counterparty (a ñCCPò). 
Clearing derivatives through a CCP may result in additional costs and may 
be on less favourable terms than would be the case if such derivative was 
not required to be centrally cleared; 

 
(b) risk mitigation techniques: for those of its OTC derivatives which are not 

subject to central clearing, the Funds will be required to put in place 
risk mitigation requirements, which include the collateralisation of all OTC 
derivatives. These risk mitigation requirements may increase the costof the 
Funds pursuing its investment strategy (or hedging risks arising from its invest-
ment strategy); and 

 
(c) reporting obligations: a Fundôs derivative transactions must be reported to 

a trade depository or the European Securities and Markets Authority. This 
reporting obligation may increase the costs to the Funds of utilising deriva-
tives. 

 
Risks Related to Investing in the Advanced Materials Industry 
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A Fund's investments may be concentrated in companies in the advanced materials industry. Com-
panies engaged in the production and distribution of advanced materials may be adversely affected 
by changes in world events, political and economic conditions, energy conservation, environmental 
policies, commodity price volatility, changes in exchange rates, imposition of import controls, in-
creased competition, depletion of resources and labour relations. The production of advanced mate-
rials may involve significant technological expenditure and there is no guarantee that products will be 
commercially viable. 

 
The advanced materials industry generally contains small technology companies, which present ad-
ditional risk for investors. These companies may be less experienced, with limited product lines, 
markets or financial resources. Consequently, these companies are subject to scientific, technolog-
ical and commercialization risks. These securities have a significantly greater risk of loss than tradi-
tional investment securities due to the speculative nature of these investments. Technology companies 
are generally subject to the risk of rapidly changing technologies, a limited product life span due to 
the frequent introduction of new or improved products, as well as cyclical market patterns and evolving 
industry standards. Technology companies also face the risk of losing patent, copyright and trademark 
protections. 

 
Risks Related to Investing in the Banking Industry 

 

The performance of stocks in the banking industry may be affected by extensive governmental reg-
ulation which may limit both the amounts and types of loans and other financial commitments they 
can make, and the interest rates and fees they can charge and the amount of capital they must main-
tain. Profitability is largely dependent on the availability and cost of capital funds and can fluctuate 
significantly when interest rates change. Credit losses resulting from financial difficulties of borrowers 
can negatively impact banking companies. Banks may also be subject to severe price competition. 
Competition is high among banking companies and failure to maintain or increase market share may 
result in lost market value. 

 
Risks Related to Investing in the Beverages Industry 

 

Beverage companies operate in highly competitive categories and markets. Companies are fre-
quently required to anticipate and effectively respond to shifts in consumer trends and preferences, 
including health trends and preferences, and failure to account for changes in consumer demographics 
or preferences can result in reduced demand for a companyôs products. Beverage companies may 
be affected by the imposition or proposed imposition of taxes or other regulations. Any failures of 
process controls can increase the risk of product contamination and can result in substantial product 
liability risk. 

 
Risks Related to Investing in the Biotechnology Industry 

 

Companies in the biotechnology industry spend heavily on research and development, and their 
products or services may not prove commercially successful or may become obsolete quickly. The 
biotechnology industry is subject to a significant amount of governmental regulation, and changes in 
governmental policies and the need for regulatory approvals may have a material adverse effect on 
this industry. Companies in the biotechnology industry are subject to risks of new technologies and 
competitive pressures and are heavily dependent on patents and intellectual property rights. The 
loss or impairment of these rights may adversely affect the profitability of these companies. 

 
Risks Related to Investing in the Capital Markets Industry 

 

Companies in the capital markets industry may be significantly affected by stock and bank trading 
activity, changes in governmental regulation, continuing increases in price competition, decreases in 
fees or fee-related business, including investment banking, brokerage, asset management and 
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other servicing fees, fluctuations in interest rates and other factors which could adversely affect 
financial markets. 

 
Risks Related to Investing in the Cement Industry 

 

A Fund's investments may be concentrated in companies in the cement industry. Companies en-
gaged in the production and distribution of cement may be adversely affected by changes in world 
events, political and economic conditions, energy conservation, environmental policies, commodity 
price volatility, changes in exchange rates, imposition of import controls, increased competition, de-
pletion of resources and labour relations. 

 
Furthermore, companies in the cement industry are at risk of environmental damage and product 
liability claims. Production of cement may exceed demand as a result of market imbalances or eco-
nomic downturns, leading to poor investment returns. 

 

 
Risks Related to Investing in the Chemicals Industry 

 

The chemicals industry can be significantly affected by competition, product obsolescence, raw ma-
terials prices, and government regulation. As regulations are developed and enforced, chemical com-
panies could be required to alter or cease production of a product, to pay fines, to pay for cleaning 
up a disposal site, or to agree to restrictions on their operations. Some of the materials and processes 
used by these companies involve hazardous components and there can be risks associated with their 
production, handling, and disposal. 

 
Risks Related to Investing in the Communication Services Sector 

 

The communication services sector of a countryôs economy is often subject to extensive government 
regulation. The costs of complying with governmental regulations, delays or failure to receive re-
quired regulatory approvals, or the enactment of new regulatory requirements may negatively affect 
the business of communications companies. Government actions around the world, specifically in 
the area of pre-marketing clearance of products and prices, can be arbitrary and unpredictable. Com-
panies in the communication services sector may encounter distressed cash flows due to the need 
to commit substantial capital to meet increasing competition, particularly in developing new products 
and services using new technology. Technological innovations may make the products and services 
of certain communications companies obsolete. 

 
In the U.S., the communication services sector is characterized by increasing competition and regu-
lation by the U.S. Federal Communications Commission and various state regulatory authorities. Compa-
nies in the communication services sector are generally required to obtain franchises or licenses in 
order to provide services in a given location. Licensing and franchise rights in the communication 
services sector are limited, which may provide an advantage to certain participants. Limited availabil-
ity of such rights, high barriers to market entry and regulatory oversight, among other factors, have led 
to consolidation of companies within the sector, which could lead to further regulation or other neg-
ative effects in the future. 

 
Companies in the media and entertainment industries (e.g., companies engaged in television or radio 
broadcasting, publishing, motion pictures, music by recording artists, casinos, and recreation and 
amusement businesses) can be significantly affected by several factors, including competition, par-
ticularly in formulating products and services using new technologies, cyclicality of revenues and earn-
ings, a potential decrease in the discretionary income of targeted individuals, changing consumer tastes 
and interests, and the potential increase in state and federal government regulation. Companies in the 
media and entertainment industries may become obsolete quickly. Advertising spending can be an 
important revenue source for media and entertainment companies. During economic downturns ad-
vertising spending typically decreases and, as a result, media and entertainment companies tend to 
generate less revenue. 
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Risks Related to Investing in the Construction Materials Industry 
 

Companies in the construction materials industry may be adversely affected by changes in world 
events, political and economic conditions, energy conservation, environmental policies, commodity 
price volatility, changes in exchange rates, imposition of import controls, increased competition, 
changes in material science technologies, depletion of resources and labour relations. Some con-
struction materials companies may rely heavily on local, state or national government contracts, and 
are therefore subject to higher degrees of political risk and could be negatively impacted by changes 
in government policies or a deterioration in government balance sheets in the future. 

 
Risks Related to Investing in the Consumer Discretionary Sector 

 

The success of consumer product manufacturers and retailers is tied closely to the performance of 
the overall domestic and international economy, interest rates, competition and consumer confi-
dence. Success depends heavily on disposable household income and consumer spending and may 
be strongly affected by social trends and marketing campaigns. Changes in demographics and con-
sumer tastes can also affect the demand for, and success of, consumer products and services in the 
marketplace. 

 
Risks Related to Investing in the Consumer Staples Sector 

 

Companies in the consumer staples sector may be affected by the regulation of various product 
components and production methods, marketing campaigns and changes in the global economy, 
consumer spending and consumer demand. Tobacco companies, in particular, may be adversely 
affected by new laws, regulations and litigation. Household and personal products are particularly 
sensitive to increased competition, decreased demand due to changes in consumer preferences and 
brand diminution. Food products are subject to the risk that raw materials are accidentally or mali-
ciously contaminated or that products are contaminated through the supply chain due to human error 
or equipment failure. Such incidents may result in loss of market share and loss of revenue for com-
panies in the consumer staples sector. Companies in the consumer staples sector may also be ad-
versely affected by changes or trends in commodity prices, which may be influenced by unpredicta-
ble factors. These companies may be subject to severe competition, which may have an adverse 
impact on their profitability. 

 
Risks Related to Investing in the Electrical Equipment Industry 

 

The Electrical Equipment Industry includes companies that produce electric cables and wires, elec-
trical components or equipment; and manufacturers of power-generating equipment and other heavy 
electrical equipment (including power turbines, heavy electrical machinery intended for fixed- use and 
large electrical systems). The Electrical Equipment Industry is fragmented but includes a number of 
large incumbent companies that may compete heavily for market share in the space. Companies in 
the Electrical Equipment Industry may involve operations with high fixed costs. Because copper, 
aluminium, steel and other raw materials are often critical components of the products manufactured 
in the Electrical Equipment Industry, fluctuations in commodities prices for such raw materials may 
impact the profitability of companies in this industry. Purchasers of such products may be geograph-
ically dispersed, which may subject companies in this industry to any increases in geopolitical uncer-
tainty or global macroeconomic trends. 

 
Risks Related to Investing in the Electric Utilities Industry 

 

Companies in the electric utilities industry may face large capital expenditures in connection with 
their operations and may therefore be subject to the risk associated with any increase in the cost of 
borrowing to finance capital construction. Reliance on capital construction projects may increase the 
risks associated with natural disasters, terrorist attacks, government intervention or other factors that 
may render an electric utility companyôs equipment unusable or obsolete and negatively impact prof-
itability. Electric utilities may face decreased demand resulting from energy conservation, 
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localized power generation and storage, and regulatory changes, which have a material impact on 
their business. Deregulation may subject companies in the electric utilities industry to greater com-
petition and may adversely affect their profitability. 

 
Risks Related to Investing in the Electronic Equipment, Instruments and Components Indus-

try 

 

The electronic equipment, instruments and components industry is intensely competitive, and prices 
for existing products tend to decrease over their life cycle. Companies must continue to develop new 
products and technology to remain competitive and are therefore dependent on hiring and retailing 
key personnel. Companies typically face high fixed operating costs while also being subject to fluctuations 
in the cost of raw materials. 

 
Risks Related to Investing in the Energy Sector 

 

The success of companies in the energy sector may be cyclical and highly dependent on energy 
prices. Securities of companies in the energy sector are subject to swift energy price and supply 
fluctuations caused by events relating to international politics, energy conservation, the success of 
exploration projects, and tax and other governmental regulatory policies. Actions taken by central 
governments may dramatically impact supply and demand forces that influence energy prices, re-
sulting in sudden decreases in value for companies in the energy sector. Weak demand for the com-
paniesô products or services or for energy products and services in general, as well as negative 
developments in these other areas, would adversely impact a Fund's performance. Companies in 
the oil and gas sector (including alternative energy suppliers) may be adversely affected by natural 
disasters or other catastrophes and may be at risk for environmental damage claims. These compa-
nies may also be adversely affected by changes in exchange rates, interest rates, economic condi-
tions or world events in the regions that the companies operate (i.e., expropriation, nationalization, 
confiscation of assets and coups, social unrest, violence or labour unrest). Investments in companies 
located in emerging market countries may heighten these risks. Companies engaged in the distribu-
tion of energy, including electricity and gas, may be adversely affected by governmental limitation on 
rates charged to customers. Deregulation and greater competition may adversely affect the profita-
bility of these companies and lead to diversification outside of their original geographic regions and 
their traditional lines of business, potentially increasing risk and making the price of their equity secu-
rities more volatile. 

 
Risks Related to Investing in the Entertainment Industry 

 

Entertainment companies may be impacted by high costs of research and development of new con-
tent and services in an effort to stay relevant in a highly competitive industry, and entertainment 
products may face a risk of rapid obsolescence. Entertainment companies are subject to risks that 
include cyclicality of revenues and earnings, changing tastes and topical interests, and decreases in 
the discretionary income of their targeted consumers. Sales of content through physical formats and 
traditional content delivery services may be displaced by new content delivery mechanisms, such as 
streaming technology, and it is possible that such new content delivery mechanisms may themselves 
become obsolete over time. The entertainment industry is regulated, and changes to rules regarding ad-
vertising and the content produced by entertainment companies can increase overall production and 
distribution costs. Companies in the entertainment industry have at times faced increased regulatory 
pressure which has delayed or prohibited the release of entertainment content. 

 
Risks Related to Investing in the Equity Real Estate Investment Industry 

 

A Fund may be concentrated in the Equity Real Estate Investment Industry, which comprises Real 
Estate Investment Trusts (REITs). For more information, see Risks Related to Investing in Real Es-
tate Stocks and Real Estate Investment Trusts (REITs). 

 
Risks Related to Investing in the Exploration Industry 
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Companies that are only in the exploration stage are typically unable to adopt specific strategies for 
controlling the impact of the price of commodities. If a natural disaster or other event with a significant 
economic impact occurs in a region where the companies in which a Fund invests operate, such 
disaster or event could negatively affect the profitability of such companies and, in turn, a Fundôs 
investment in them. A Fund may invest in early stage mining companies that are in the exploration 
stage only or that hold properties that might not ultimately produce physical commodities. The explo-
ration and development of mineral deposits involve significant financial risks over a significant period 
of time, which even a combination of careful evaluation, experience and knowledge may not elimi-
nate. Few properties which are explored are ultimately developed into producing mines. Major ex-
penditures may be required to establish reserves by drilling and to construct mining and processing 
facilities at a site. In addition, many early stage miners operate at a loss and are dependent on 
securing equity and/or debt financing, which might be more difficult to secure for an early stage 
mining company than for a more. 

 
Risks Related to Investing in the Financials Sector 

 

Companies in the financials sector are subject to government intervention and extensive govern-
mental regulation, which may adversely affect the scope of their activities, the prices they can charge, 
the amount of capital they must maintain and, potentially, their size. Governmental regulation may change 
frequently and may have significant adverse consequences for companies in the financials sector, 
including effects not intended by such regulation. Recently enacted legislation in the U.S. has relaxed 
capital requirements and other regulatory burdens on certain U.S. banks. While the effect of the legis-
lation may benefit certain companies in the financials sector, increased risk taking by affected banks 
may also result in greater overall risk in the financials sector. The impact of changes in capital require-
ments, or recent or future regulation in various countries, on any individual financial company or on 
the financials sector as a whole cannot be predicted. The financials sector is exposed to risks that 
may impact the value of investments in the financials sector more severely than investments outside 
this sector, including operating with substantial financial leverage. The financials sector may also be 
adversely affected by increases in interest rates and loan losses, decreases in the availability of 
money or asset valuations and adverse conditions in other related markets. Additionally, the deteri-
oration of the credit markets during the 2008-2009 global financial crisis caused an adverse impact 
in a broad range of mortgage, asset-backed, auction rate and other markets, including U.S. and inter-
national credit and interbank money markets generally, thereby affecting a wide range of financial 
services institutions and markets. This situation created instability in the financial services markets 
and caused certain financial services companies to incur large losses or even become insolvent or 
bankrupt. Some financial services companies experienced downgrades in their credit ratings, de-
clines in the valuations of their assets, took action to raise capital (such as the issuance of debt or 
equity securities), or even ceased operations. These actions caused the securities of many financial 
services companies to decline in value and could occur again if credit markets were substantially 
affected once more. Insurance companies may be subject to severe price competition. The financials 
sector is also a target for cyber-attacks and may experience technology malfunctions and disruptions. 
In recent years, cyber-attacks and technology malfunctions and failures have become increasingly 
frequent in this sector and have reportedly caused losses to companies in this sector, which may 
negatively impact a Fund. 

 
Risks Related to Investing in the Food Products Industry 

 

The food products industry is subject to various risks, including evolving consumer preferences, nu-
tritional and health-related concerns, federal, state and local food inspection and processing controls, 
consumer product liability claims, risks of product tampering, and the availability and expense of 
liability insurance. The meat and poultry industries are subject to scrutiny due to the association of 
meat and poultry products with outbreaks of illness caused by food borne pathogens. Product recalls 
are sometimes required in the food industry to withdraw contaminated or mislabelled products from 
the market. Additionally, the failure to identify and react appropriately to changes in consumer trends, 
demands and preferences could lead to, among other things, reduced demand and price reduction 
for a companyôs products. Companies in the food products industry may be 
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adversely affected by changes in domestic or foreign economic conditions, including inflation or de-
flation, interest rates, availability of capital markets, consumer spending rates, and energy availability 
and costs (including fuel surcharges). 

 
Risks Related to Investing in the Gas Utilities Industry 

 

Companies in the natural gas utilities industry may face difficulty in obtaining natural gas for resale 
or may be faced with increased fuel or other operating costs. Reliance on capital construction pro-
jects may increase the risks associated with natural disasters, terrorist attacks, government interven-
tion or other factors that may render a gas utility companyôs equipment unusable or obsolete and neg-
atively impact profitability. 

 
Risks Related to Investing in the Health Care Equipment Industry 

 

Companies in the health care equipment industry may be heavily dependent on patent protection, 
and the expiration of patents may adversely affect the profitability of these companies. Companies 
in the health care equipment industry may be subject to extensive litigation based on product liability 
and similar claims as well as competitive forces that may make it difficult to raise prices and, in fact, 
may result in price discounting. The profitability of some health care equipment companies may be 
dependent on a relatively limited number of products. In addition, their products can become obsolete due 
to industry innovation, changes in technologies or other market developments. Many new products 
in the health care equipment industry are subject to regulatory approvals, and the process of obtain-
ing such approvals may be long and costly. 

 
Risks Related to Investing in the Health Care Sector 

 

The profitability of companies in the health care sector may be adversely affected by the following 
factors, among others: extensive government regulations, restrictions on government reimbursement 
for medical expenses, rising costs of medical products and services, pricing pressure, an increased 
emphasis on outpatient services, a limited number of products, industry innovation, changes in tech-
nologies and other market developments. A number of issuers in the health care sector have recently 
merged or otherwise experienced consolidation. The effects of this trend toward consolidation are 
unknown and may be far-reaching. Many health care companies are heavily dependent on patent 
protection. The expiration of a companyôs patents may adversely affect that companyôs profitability. 
Many health care companies are subject to extensive litigation based on product liability and similar 
claims. Health care companies are subject to competitive forces that may make it difficult to raise 
prices and, in fact, may result in price discounting. Many new products in the health care sector may 
be subject to regulatory approvals. The process of obtaining such approvals may be long and costly, 
and such efforts ultimately may be unsuccessful. Companies in the health care sector may be thinly 
capitalised and may be susceptible to product obsolescence. In addition, a number of legislative 
proposals concerning health care have been considered by the U.S. Congress in recent years. It is 
unclear what proposals will ultimately be enacted, if any, and what effect they may have on U.S. and 
non-U.S. companies in the health care sector. 

 
Risks Related to Investing in the Health Care Technology Industry 

 

The health care technology industry includes companies providing information technology services 
primarily to health care providers. Includes companies providing application, systems and/or data 
processing software, internet-based tools, and IT consulting services to doctors, hospitals or busi-
nesses operating primarily in the Health Care Sector. Market or economic factors impacting compa-
nies that rely heavily on technology advances could have a major effect on the value of a Fundôs 
investments. The value of companies in the health care technology industry and companies that rely 
heavily on technology is particularly vulnerable to rapid changes in technology product cycles, rapid 
product obsolescence, government regulation and increased competition, both domestically and in-
ternationally, including competition from foreign competitors with lower production costs. Companies 
in the health care technology industry may be particularly susceptible 
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to changes in government regulation, and companies that rely on subscription services may also be 
negatively affected by the decline or fluctuation of subscription renewal rates for their products and 
services, which may have an adverse effect on profit margins. Companies may also be adversely 
affected by, among other things, actual or perceived security vulnerabilities in their products and 
services, which may result in individual or class action lawsuits, state or federal enforcement actions 
and other remediation costs. In addition, companies in the health care technology industry may have lim-
ited product lines, markets, financial resources or personnel. 

 
Risks Related to Investing in the Independent Power and Renewable Electricity Industry 

 

Companies in the independent power and renewable electricity industry may be highly dependent 
upon government subsidies, contracts with government entities, and the successful development of 
new and proprietary technologies. In addition, seasonal weather conditions, fluctuations in the supply 
of and demand for energy products, changes in energy prices, and international political events may 
cause fluctuations in the performance of independent power and renewable electricity companies 
and the prices of their securities. 

 
Risks Related to Investing in the Industrials Sector 

 

The stock prices of companies in the industrials sector are affected by supply and demand both for 
their specific product or service and for industrials sector products in general. The products of man-
ufacturing companies may face product obsolescence due to rapid technological developments and 
frequent new product introduction. Government regulation, trade disputes, world events and eco-
nomic conditions affect the performance of companies in the industrials sector. Companies in the in-
dustrials sector may be adversely affected by damages from environmental claims and product lia-
bility claims. 

 
Risks Related to Investing in the Information Technology Sector 

 

Market or economic factors impacting information technology companies and companies that rely 
heavily on technology advances could have a major effect on the value of a Fundôs investments. The 
value of stocks of information technology companies and companies that rely heavily on technology 
is particularly vulnerable to rapid changes in technology product cycles, rapid product obsolescence, 
government regulation and increased competition, both domestically and internationally, including 
competition from foreign competitors with lower production costs. Information technology companies 
and companies that rely heavily on technology, especially those of smaller, less-seasoned compa-
nies, tend to be more volatile than the overall market. These companies also are heavily dependent 
on patent and intellectual property rights, the loss or impairment of which may adversely affect prof-
itability. Additionally, companies in the information technology sector may face dramatic and often 
unpredictable changes in growth rates and competition for the services of qualified personnel. Com-
panies in the information technology sector are facing increased government and regulatory scrutiny 
and may be subject to adverse government or regulatory action. Companies in the application soft-
ware industry, in particular, may also be negatively affected by the decline or fluctuation of subscrip-
tion renewal rates for their products and services, which may have an adverse effect on profit margins. 
Companies in the systems software industry may be adversely affected by, among other things, ac-
tual or perceived security vulnerabilities in their products and services, which may result in individual 
or class action lawsuits, state or federal enforcement actions and other remediation costs. 

 
Risks Related to Investing in the Insurance Industry 

 

The insurance industry is subject to extensive government regulation and can be significantly af-
fected by changes in interest rates, general economic conditions, price and market competition, the 
imposition of premium rate caps or other changes in government regulation or tax law. Certain seg-
ments of the insurance industry can be significantly affected by mortality and morbidity rates, 



70  

environmental clean-up costs and catastrophic events such as earthquakes, hurricanes and terrorist 
acts. 

 
Risks Related to Investing in the Interactive Media and Services Industry 

 

The success of the interactive media and services industry may be tied closely to the performance 
of the overall domestic and global economy, interest rates, competition and consumer confidence. 
Success depends heavily on disposable household income and consumer spending. Also, compa-
nies in the interactive media and services industry may be subject to severe competition, which may 
have an adverse impact on their respective profitability. Changes in demographics and consumer 
tastes can also affect the demand for, and success of, interactive media and services in the market-
place. 

 
Risks Related to Investing in the Internet and Direct Marketing Retail Industry 

 

Companies in the internet and direct marketing retail industry are dependent on internal infrastructure 
and on the availability, reliability and security of the Internet and related systems. Critical systems 
and operations may be vulnerable to damage or interruption from fire, flood, power loss, telecommu-
nications failure, terrorist attacks, cyber-attacks, acts of war, break-ins, earthquake and similar 
events. Any system interruption that results in the unavailability of a companyôs website or mobile 
app or reduced performance of transaction systems could interrupt or substantially reduce a com-
panyôs ability to conduct our business. Companies in the internet and direct marketing retail industry 
are dependent on paid and unpaid natural search engines and are therefore dependent on business 
decisions made by companies that offer natural search engines. Any business changes by dominant 
providers of natural search engines can be detrimental to an internet and direct marketing retail com-
panyôs business while being totally outside of the control of such company. 

 
Risks Related to Investing in the IT Services Industry 

 

The IT services industry can be significantly affected by competitive pressures, such as technological 
developments, fixed-rate pricing, and the ability to attract and retain skilled employees, and the suc-
cess of companies in the industry is subject to continued demand for IT services. 

 
Risks Related to Investing in the Land Industry 

 

A Fund's investments may be concentrated in companies in the land industry, which includes the 
farmland and timberland industry. Companies in this industry may be adversely affected by changes 
in government regulation, world events and economic conditions. Companies in this industry may be 
adversely affected if the value of farmland or timberland declines, and could be negatively impacted 
by technological developments and labour relations. 

 
In addition, companies in this industry could be adversely affected by commodity price volatility, par-
ticularly for agricultural commodities. The value and profitability of companies in the farmland and tim-
berland industry is highly correlated with agricultural commodities, and therefore a sustained period 
of low prices for these commodities could have a negative impact on companies in the industry. In 
addition, companies in this industry could be adversely affected by commodity price volatility, tech-
nological developments and labour relations. Sustained high prices of commodities such as oil could 
have an adverse effect on companies in the industry. 

 
The market value of securities of global farmland and timberland companies may be affected by 
events occurring in nature and international politics. For example, the volume and value of agricul-
tural commodities that can be harvested from farmland and timberland may be limited by natural 
disasters and other events such as fire, volcanic eruptions, insect infestation, disease, ice storms, 
wind storms, flooding, other weather conditions and other causes. In periods of poor farming or logging 
conditions, global farmland and timberland companies may harvest less than expected. 
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Global timber companies involved in the forest, paper and packaging products industries are highly 
competitive globally, including significant competition from non-wood and engineered wood products, 
and no single company is dominant. These industries have suffered, and continue to suffer, from excess 
capacity. 

 
Global farmland and timberland companies are subject to many federal, state and local environmen-
tal, health and safety laws and regulations. With regard to the timberland industry, there is particular 
regulation with respect to the restoration and reforestation of timberlands, harvesting timber near 
waterways, discharges of pollutants and emissions, and the management, disposal and remediation 
of hazardous substances or other contaminants. Political risks and the other risks to which foreign 
securities are subject may also affect domestic companies in which a Fund may invest if they have 
significant operations or investments in foreign countries. In particular, tariffs, quotas or trade agree-
ments can also affect the markets for products of global timber. 

 
Agricultural production and trade flows are significantly affected by government policies and regula-
tions. Governmental policies affecting the agricultural industry, such as taxes, tariffs, duties, subsi-
dies and import and export restrictions on agricultural commodities and commodity products, can 
influence industry profitability, the planting of certain crops versus other uses of agricultural re-
sources, the location and size of crop production, whether unprocessed or processed commodity 
products are traded and the volume and types of imports and exports. 

 
Risks Related to Investing in the Lithium-Ion Battery Industry 

 

Securities in a Fundôs portfolio involved in the manufacturing of lithium-ion batteries are subject to 
the effects of price fluctuations of traditional and alternative sources of energy, supply and demand 
of alternative energy sources, energy conservation, the success of exploration projects and tax and 
other government regulations and policies. The lithium-ion battery industry can be significantly af-
fected by obsolescence of existing technology, short product lifecycles, falling prices and profits, 
competition from new market entrants and general economic conditions. Companies in this industry 
could be adversely affected by commodity price volatility, imposition of import controls, increased 
competition, depletion of resources, technological developments and labour relations. If government 
subsidies and economic incentives for alternative energy are reduced or eliminated, the demand for 
lithium-ion batteries may decline and cause corresponding declines in the revenues and profits of 
lithium-ion battery companies. If lithium-ion technology is not suitable for widespread adoption, or 
sufficient demand for lithium-ion products does not develop or takes long periods of time to develop, 
the revenues of lithium-ion battery companies may decline. 

 
Risks Related to Investing in the Machinery Industry 

 

The machinery industry is capital-intensive. Working capital and cash flow management can be cru-
cial to a company's success, as investments in research and development and acquisitions may be 
important to maintain sales and earnings. A long capital investment cycle can add challenges to 
management decisions regarding the expansion of capacity, which may limit a companyôs ability to 
grow during periods of increasing demand and may result in overcapacity during periods of decreas-
ing demand. The performance of the machine industry may therefore be highly dependent on the 
business cycle and highly correlated with the performance of the broader equity market. Machine 
industry companies with large barriers to entry based on proprietary technology may face potentially 
rapid product obsolescence. Conversely, machine industry companies that produce commodity-like 
offerings are likely to face thin margins and must maintain expansive distribution and support networks 
in order to maintain adequate volume. 

 
Risks Related to Investing in the Materials Sector 

 

Issuers in the materials sector could be adversely affected by commodity price volatility, exchange 
rates, import controls, increased competition, depletion of resources, technical advances, labour re-
lations, over-production, litigation and government regulations, among other factors. At times, 
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worldwide production of industrial materials has exceeded demand as a result of over-building or 
economic downturns, leading to poor investment returns or losses. Issuers in the materials sector 
are at risk for environmental damage and product liability claims and may be adversely affected by 
depletion of resources, technical progress, labour relations and governmental regulations. 

 
Risks Related to Investing in the Metals and Mining Industry 

 

Where a Fund invests in stocks and depositary receipts of companies that are involved in the mining 
industry, it is subject to certain risks associated with such companies. Competitive pressures may 
have a significant effect on the financial condition of companies in the mining industry. Also, mining 
companies are highly dependent on the price of the commodity they produce. These prices may 
fluctuate substantially over short periods of time; therefore a Fundôs Share price may be more volatile 
than other types of investments. In particular, a drop in the price of a given commodity could ad-
versely affect the profitability of mining companies and their ability to secure financing. In addition, 
metals and mining companies may be significantly affected by changes in global demand for certain 
metals, economic developments, energy conservation, the success of exploration projects, changes 
in exchange rates, interest rates, economic conditions, tax treatment, trade treaties, and government 
regulation and intervention, and events in the regions that the companies to which a Fund has expo-
sure operate (e.g., expropriation, nationalization, confiscation of assets and property, the imposition 
of restrictions on foreign investments or repatriation of capital, military coups, social or political un-
rest, violence and labour unrest). 

 
Risks Related to Investing in the Oil, Gas and Consumable Fuels Industry 

 

The oil, gas and consumable fuels industry is cyclical and highly dependent on the market price of 
fuel. The market value of companies in the oil, gas and consumable fuels industry are strongly af-
fected by the levels and volatility of global commodity prices, supply and demand, capital expendi-
tures on exploration and production, energy conservation efforts, the prices of alternative fuels, ex-
change rates and technological advances. Companies in this sector are subject to substantial gov-
ernment regulation and contractual fixed pricing, which may increase the cost of business and limit 
these companiesô earnings. Actions taken by central governments may dramatically impact supply 
and demand forces that influence the market price of fuel, resulting in sudden decreases in value for 
companies in the oil, gas and consumable fuels industry. A significant portion of their revenues de-
pends on a relatively small number of customers, including governmental entities and utilities. As a 
result, governmental budget restraints may have a material adverse effect on the stock prices of com-
panies in the industry. 

 
Companies in the oil, gas and consumable fuels industry may also operate in countries with less 
developed regulatory regimes or a history of expropriation, nationalization or other adverse policies. 
Companies in the oil, gas and consumable fuels industry also face a significant civil liability from 
accidents resulting in injury or loss of life or property, pollution or other environmental mishaps, 
equipment malfunctions or mishandling of materials, and a risk of loss from terrorism or other natural 
disasters. Any such event could have serious consequences for the general population of the area 
affected and result in a material adverse impact on a Fundôs portfolio securities and the performance 
of a Fund. Companies in the oil, gas and consumable fuels industry can be significantly affected by 
the supply of and demand for specific products and services, weather conditions, exploration and 
production spending, government regulation, world events and general economic conditions. 

 
Risks Related to Investing in the Pharmaceuticals Industry 

 

Companies in the pharmaceuticals industry are subject to competitive forces that may make it difficult 
to raise prices and, in fact, may result in price discounting. The profitability of some companies in the 
pharmaceuticals industry may be dependent on a relatively limited number of products. In addition, 
their products can become obsolete due to industry innovation, changes in technologies orother mar-
ket developments. Many new products in the pharmaceuticals industry are subject to government approv-
als, regulation and reimbursement rates. The process of obtaining government 
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approvals may be long and costly. Many companies in the pharmaceuticals industry are heavily de-
pendent on patents and intellectual property rights. The loss or impairment of these rights may ad-
versely affect the profitability of these companies. Companies in the pharmaceuticals industry may be 
subject to extensive litigation based on product liability and similar claims. 

 
Risks Related to Investing in the Railroad Industry 

 

A Fund's investments may be concentrated in companies in the railroads industry. Companies in this 
industry may be adversely affected by changes in government regulation, world events andeconomic con-
ditions. 

 
Companies in this industry may also face higher risk of government involvement as railroads may be 
considered key components of national security or potential sources of government revenue, partic-
ularly if they control significant strategic assets that have a national or regional profile, and may have 
monopolistic characteristics. In addition, railroads may be subject to a higher probability of national-
ization due to their characteristics as strategic national assets. Strategic assets could generate ad-
ditional risk not common in other industry sectors and may be the target for terrorist attacks or ad-
verse political actions. In addition, as sites of primary transportation traffic, railroad accidents may 
occur that could have an adverse effect on companies in this industry. 

 
In addition, companies in this industry could be adversely affected by commodity price volatility, 
technological developments and labour relations. Sustained high prices of commodities such as oil 
could have an adverse effect on companies in the industry. 

 
As primary transportation cites, accidents may occur at railroads that could have an adverse effect 
on companies in this industry. In addition, recent events have demonstrated that railroads and other 
areas of public transportation can be primary targets for terrorist attacks. Such attacks could have a 
significantly negative impact on companies in the industry. 

 
Risks Related to Investing in the Real Estate Management and Development Industry 

 

Companies in the real estate management and development industry are typically impacted by gen-
eral global economic conditions, including include short-term and long-term interest rates, inflation, 
fluctuations in debt and equity capital markets, levels of unemployment, consumer confidence and 
the general condition of the global economy. Such companies may also often be concentrated in 
certain geographic markets, and any disruptions in those real estate markets could harm the com-
panyôs business. 

 
Risks Related to Investing in the Real Estate Sector 

 

Real estate is highly sensitive to general and local economic conditions and developments and char-
acterized by intense competition and periodic overbuilding. Many real estate companies utilize lev-
erage (and some may be highly leveraged), which increases risk and could adversely affect a real 
estate company's operations and market value in periods of rising interest rates. 

 
Risks Related to Investing in the Semiconductors and Semiconductor Equipment Industry 

 

The semiconductors and semiconductor equipment industry is highly competitive, and certain com-
panies in this industry may be restricted from operating in certain markets due to the sensitive nature 
of these technologies. Companies in this space generally seek to increase silicon capacity, improve 
yields, and reduce die size in their product designs which may result in significant increases in world-
wide supply and downward pressure on prices. The success of such companies frequently depends 
on the ability to develop and produce competitive new semiconductor technologies. Companies in 
this industry frequently undertake substantial research and development expenses in order to remain 
competitive, and a failure to successfully demonstrate advanced functionality and performance can 
have a material impact on the companyôs business. 
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Risks Related to Investing in the Software Industry 
 

The software industry can be significantly affected by intense competition, aggressive pricing, tech-
nological innovations, and product obsolescence. Companies in the application software industry, in 
particular, may also be negatively affected by the decline or fluctuation of subscription renewal rates 
for their products and services, which may have an adverse effect on profit margins. Companies in 
the systems software industry may be adversely affected by, among other things, actual or perceived 
security vulnerabilities in their products and services, which may result in individual or class action 
lawsuits, state or federal enforcement actions and other remediation costs. 

 
Risks Related to Investing in the Textiles, Apparel and Luxury Goods Industry 

 

Companies in the textiles, apparel and luxury goods industry face intense competition and are de-
pendent on their ability to maintain brand image. Companies may be subject to changes in consumer 
preferences, and technologies employed by textiles, apparel and luxury goods companies may be-
come obsolete. Companies in this industry are dependent on consumer spending and, as such, are 
likely to be sensitive to any downturns in the broader economy. Demand for products may be sea-
sonal, and incorrect assessment of future demand can lead to overproduction of underproduction, 
which can impact company profitability. 

 
Risks Related to Investing in the Toll Roads and Ports Industry 

 

A Fund's investments may be concentrated in companies in the toll roads and ports industry, includ-
ing both airports and seaports. Companies in this industry may be adversely affected by changes in 
government regulation, world events and economic conditions. 

 
Companies in this industry may also face higher risk of government involvement as roads and ports 
may be considered key components of national security or potential sources of government revenue, 
particularly if they control significant strategic assets that have a national or regional profile, and may 
have monopolistic characteristics. In addition, toll roads and ports may be subject to a higher proba-
bility of nationalization due to their characteristics as strategic national assets. Strategic assets could 
generate additional risk not common in other industry sectors and may be the target for terrorist attacks 
or adverse political actions. In addition, as cites of primary transportation traffic, accidents may occur 
at roads and ports that could have an adverse effect on companies in this industry. 

 
In addition, companies in this industry could be adversely affected by commodity price volatility, 
technological developments and labour relations. Sustained high prices of commodities such as oil 
could have an adverse effect on companies in the industry. 

 
Many companies in the toll roads and ports sector may have fixed income streams, causing their 
market value to decline in times of high inflation. In addition, the prices that these companies may 
be able to charge users of its assets may be linked to inflation, whether by government regulation, 
contractual arrangement or other factors. 

 
Risks Related to Investing in the Uranium Mining Industry 

 

The companies represented in a Fundôs portfolio may be actively involved in the uranium mining 
industry. The primary demand for uranium is from the nuclear energy industry, which uses uranium 
as fuel for nuclear power plants. A decrease in the demand for nuclear power would have an adverse 
effect on the performance of a Fund. Demand for nuclear energy may face considerable risk as a 
result of, among other risks, incidents and accidents, breaches of security, ill-intentioned acts or 
terrorism, air crashes, natural disasters (such as floods or earthquakes), equipment malfunctions or 
mishandling in storage, handling, transportation, treatment or conditioning of substances and nuclear 
materials. Such events could have serious consequences, especially in case of radioactive contam-
ination and irradiation of the environment, for the general population, as well as a material, negative 
impact on a Fundôs portfolio companies and thus a Fundôs financial situation. 
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In addition, the nuclear energy industry is subject to competitive risk associated with the prices of 
other energy sources, such as natural gas and oil. Consumers of nuclear energy may have the ability 
to switch between the nuclear energy and other energy sources, thereby reducing demand for ura-
nium. 

 
Nuclear activity is also subject to particularly detailed and restrictive regulations, with a scheme for 
the monitoring and periodic re-examination of operating authorization, which primarily takes into ac-
count nuclear safety, environmental and public health protection, and also national safety consider-
ations. These regulations may be subject to significant tightening by national and international au-
thorities. This could result in increased operating costs that could make nuclear power less compet-
itive and thereby reduce demand for uranium. 

 
Furthermore, uranium prices are subject to fluctuation. The price of uranium has been and will con-
tinue to be affected by numerous factors beyond a Fundôs control. With respect to uranium, such fac-
tors include the demand for nuclear power, political and economic conditions in uranium producing 
and consuming countries, uranium supply from secondary sources and uranium production levels 
and costs of production. In addition, the prices of crude oil, natural gas and electricity produced from 
traditional hydro power and possibly other undiscovered energy sources could potentially have a 
negative impact on the demand for uranium. 

 
Risks Related to Investing in the Utilities Sector 

 

Stock prices for companies in the utilities sector are affected by supply and demand, operating costs, 
government regulation, environmental factors, liabilities for environmental damage and general civil 
liabilities, and rate caps or rate exchanges. Although rate changes of a utility usually fluctuate in 
approximate correlation with financing costs due to political and regulatory factors, rate changes 
ordinarily occur only following a delay after the changes in financing costs. This factor will tend to 
favourably affect a regulated utility company's earnings and dividends in times of decreasing costs, 
but conversely, will tend to adversely affect earnings and dividends are rising in times of rising costs. 
The value of regulated utility equity securities may tend to have an inverse relationship to the move-
ment of interest rates. Certain utility companies have experienced full or partial deregulation in recent 
years. These utility companies are frequently more similar to industrial companies in that they are sub-
ject to greater competition and have been permitted by regulators to diversify outside of their original 
geographic regions and their traditional lines of business. These opportunities may permit certain 
utility companies to earn more than their traditional regulated rate of return. Some companies, however, 
may be forced to defend their core business and may be less profitable. In addition, natural disasters, 
terrorist attacks, government intervention or other factors may render a utility company's equipment 
unusable or obsolete and negatively impact profitability. 

 
Counterparty Risk 

 

Where a Fund enters into transactions in over-the counter derivative markets (including OTC Swaps) 
or engages in efficient portfolio management transactions (such as repurchase/reverse repurchase 
transactions and securities lending transactions), this will expose a Fund to the credit of its counter-
parties and their ability to satisfy the terms of such contacts. The ICAV will typically seek to reduce 
the credit risk to that counterparty by ensuring the value of such transactions are marked to market 
on a daily basis and, where a Fund has an exposure to the counterparty, seeking cash collateral or 
other eligible collateral (of a quality determined to be acceptable for UCITS funds by the Central Bank) 
from the counterparty where such exposure exceeds the limits prescribed by the Central Bank under 
the UCITS Regulations. In accordance with standard industry practice, it is the policy of the ICAV to, 
in relation to each Fund, to net exposures against its counterparties therefore limiting potential loss. 

 
In the event of a bankruptcy or other default of a counterparty, a Fund could experience both delays 
in liquidating any collateral held by it. There is a risk that the value of the collateral may fall below the 
value of the transaction entered into with the counterparty. A Fund could thus lose money in the event 
of a decline in the value of the collateral provided or of the investments made with cash 
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collateral. This could have the effect of reducing levels of capital and income in the Fund and could 
result in lack of access to income during this period as well as the Fund being obliged to incur a 
degree of expense to enforce its rights. 

 
A Fund may invest cash collateral received, subject to the conditions and within the limits laid down 
by the Central Bank. A Fund investing collateral will be exposed to the risk associated with such 
Investments, such as failure or default of the issuers of the relevant Investments. For example, a 
Fund may invest cash collateral received in certain money market funds, and it will therefore be 
exposed to the risk associated with investing in a money market fund such as financial services 
industry risk. 

 
In addition, a Fund may have to transact with counterparties on standard terms which it may not be 
able to negotiate and may bear the risk of loss because a counterparty does not have the legal 
capacity to enter into a transaction or if the transaction becomes unenforceable due to relevant leg-
islation and regulation or because the contract with the counterparty does not accurately reflect the 
intention of the parties, is otherwise not documented correctly or is legally unenforceable. 

 
There is also a possibility that ongoing derivative transactions may be terminated unexpectedly as a 
result of events outside the control of the ICAV, for instance, bankruptcy, supervening illegality or a 
change in the tax or accounting laws relative to those transactions at the time the agreement was 
originated. 

 
Covered Call Option Writing Risk 

 

By writing covered call options in return for the receipt of premiums, a Fund will give up the oppor-
tunity to benefit from potential increases in the value of the reference index or basket of underlying 
securities above the exercise prices of such options, but will continue to bear the risk of declines in 
the value of the reference index or basket of underlying securities. The premiums received from the 
options may not be sufficient to offset any losses sustained from the volatility of the underlying stocks 
over time. As a result, the risks associated with writing covered call options may be similar to the 
risks associated with writing put options. In addition, a Fundôs ability to sell the securities underlying 
the options will be limited while the options are in effect unless a Fund cancels out the option positions 
through the purchase of offsetting identical options prior to the expiration of the written options. Ex-
changes may suspend the trading of options in volatile markets. If trading is suspended, a Fund may 
be unable to write options at times that may be desirable or advantageous to do so, which may in-
crease the risk of tracking error. 

 
***Single security version 

 
By writing covered call options in return for the receipt of premiums, a Fund will give up the oppor-
tunity to benefit from potential increases in the value of the underlying stocks above the exercise 
prices of such options, but will continue to bear the risk of declines in the value of the underlying 
stocks. The premiums received from the options may not be sufficient to offset any losses sustained 
from the volatility of the underlying stocks over time. As a result, the risks associated with writing 
covered call options may be similar to the risks associated with writing put options on the underlying 
stocks. Additionally, because a Fund will write options on the stocks underlying the reference index, 
rather than on the reference index itself, it is possible that a Fund may decrease in value, even in 
circumstances where the reference index increases in value, particularly during periods where the 
returns of the stocks underlying the reference index are relatively uncorrelated. In addition, a Fundôs 
ability to sell the securities underlying the options will be limited while the options are in effect unless a 
Fund cancels out the option positions through the purchase of offsetting identical options prior to the 
expiration of the written options. Exchanges may suspend the trading of options in volatile markets. If 
trading is suspended, a Fund may be unable to write options at times that may be desirable or ad-
vantageous to do so, which may increase the risk of tracking error. Moreover, because the options 
are ñAmerican styleò options, the buyers of such options can exercise the options and purchase the 
underlying securities from a Fund at any time, including at times when 
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a Fund may be unable to write options and/or to repurchase some or all of the underlying stocks, 
which could impair a Fundôs ability to track the Index as well as a Fundôs overall performance. 

 
Credit Risk 

 

Credit risk is the risk that the issuer of the security will not be able to make principal and interest 
payments when due. Changes in an issuerôs credit rating or the marketôs perception of an issuerôs 
creditworthiness may also affect the value of a Fundôs investment in that issuer. Securities rated in 
the four highest categories by the rating agencies are considered investment grade, but they may 
also have some speculative characteristics. Investment grade ratings do not guarantee that bonds 
will not lose value. 

 
Currency Risk 

 

A Fund may invest in assets that are denominated in a currency other than the Base Currency of 
that Fund or the relevant Class Currency of the relevant Class which will create currency exposure 
which may not be hedged. Shareholders should also note that, in respect of unhedged Classes, any 
currency conversions will take place on subscriptions, redemptions, conversions and distributions at 
prevailing exchange rates. Foreign currencies are subject to risks, which include changes in the debt level 
and trade deficit of the country issuing the foreign currency; inflation rates of the United States and 
the country issuing the foreign currency; investorsô expectations concerning inflation rates; interest 
rates of the United States and the country issuing the foreign currency; investorsô expectations con-
cerning interest rates; investment and trading activities of mutual funds, hedge funds and currency 
funds; and global or regional political, economic or financial events andsituations. 

 
In addition, a foreign currency in which a Fund invests may not maintain its long-term value in terms 
of purchasing power in the future. When the price of a foreign currency in which a Fund invests 
declines, it may have an adverse impact on a Fund. 

 
Foreign exchange rates are influenced by the factors identified above and may also be influenced 
by: changing supply and demand for a particular currency; monetary policies of governments (includ-
ing exchange control programs, restrictions on local exchanges or markets and limitations on foreign 
investment in a country or on investment by residents of a country in other countries); changes in 
balances of payments and trade; trade restrictions; and currency devaluations and revaluations. 
Also, governments from time to time intervene in the currency markets, directly and by regulation, in 
order to influence prices directly. These events and actions are unpredictable. The resulting volatility 
in the USD/foreign currency exchange rate could materially and adversely affect the performance of 
a Fund. 

 
Custody Risk 

 

Custody risk refers to risks in the process of clearing and settling trades and in the holding of secu-
rities by local banks, agents and depositories. Low trading volumes and volatile prices in less devel-
oped markets make trades harder to complete and settle. Local agents are held only to the standard 
of care of the local markets. Governments or trade groups may compel local agents to hold securities 
in designated depositories that are subject to independent evaluation. Generally, the less developed 
a countryôs securities market, the greater the likelihood of custody problems occurring. 

 
Dividend-Paying Stock Risk 

 

Where a Fund has a strategy of investing in dividend-paying stocks this involves the risk that such 
stocks may fall out of favour with investors and underperform the broader market. Companies that 
issue dividend-paying stocks are not required to continue to pay dividends. Therefore, there is the 
possibility that such companies could significantly reduce or eliminate the payment of dividends in 
the future. Certain companies have increasingly faced pressure from governments and other actors 
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to reduce or eliminate dividends, and may continue to face such pressure in the future. Depending 
upon market conditions, dividend-paying stocks that meet a Fundôs investment criteria may not be 
widely available and/or may be highly concentrated in only a few market sectors. In these conditions, 
a Fund may become more concentrated in a fewer number of companies and therefore be less 
diversified. 

 
Exposure to Non-Lithium Markets Risk 

 

Although a Fund may invest a large percentage of its assets in the securities of companies that are 
active in the exploration and/or mining of lithium, these companies may derive a significant percent-
age of their profits from other business activities including, for example, the production of fertilizers 
and/or specialty and industrial chemicals. As a result, the performance of these markets and the 
profits of these companies from such activities may significantly impact a Fundôs performance. 

 
Exposure to Non-Uranium Markets Risk 

 

Although a Fund may invest a large percentage of its assets in the securities of companies that are 
active in the exploration and/or mining of uranium, these companies may derive a significant per-
centage of their profits from other business activities including, for example, physical investments and 
technologies related to the uranium industry. As a result, the performance of these markets and the 
profits of these companies from such activities may significantly impact a Fund's performance. 

 
Extension Risk 

 

Extension risk is the risk that, when interest rates rise, certain obligations will be paid off by the issuer 
(or other obligated party) more slowly than anticipated, causing the value of these debt securities to 
fall. Rising interest rates tend to extend the duration of debt securities, making them more sensitive 
to changes in interest rates. The value of longer-term debt securities generally changes more in 
response to changes in interest rates than shorter-term debt securities. As a result, in a period of 
rising interest rates, securities may exhibit additional volatility and may lose value. Extension risk is 
particularly prevalent for a callable debt security where an increase in interest rates could result in 
the issuer of that security choosing not to redeem the debt security as anticipated on the securityôs 
call date. Such a decision by the issuer could have the effect of lengthening the debt securityôs ex-
pected maturity, making it more vulnerable to interest rate risk and reducing its market value. 

 
Foreign Securities Risk 

 

A Fundôs assets may be invested within the equity markets of countries outside of the European 
Union. These markets are subject to special risks associated with foreign investment, including, but 
not limited to: lower levels of liquidity and market efficiency; greater securities price volatility; ex-
change rate fluctuations and exchange controls; less availability of public information about issuers; 
limitations on foreign ownership of securities; imposition of withholding or other taxes; imposition of 
restrictions on the expatriation of the assets of a Fund; higher transaction and custody costs and 
delays in settlement procedures; difficulties in enforcing contractual obligations; lower levels of reg-
ulation of the securities market; weaker accounting, disclosure and reporting requirements; and legal 
principles relating to corporate governance and directorsô fiduciary duties and liabilities. Shareholder 
rights under the laws of some foreign countries may not be as favourable as European laws. Thus, a 
shareholder may have more difficulty in asserting its rights or enforcing a judgment against a foreign 
company than a shareholder of a comparable European company. Investment of more than 25% of 
a Fundôs total assets in securities located in one country or region will subject a Fund to increased 
country or region risk with respect to that country or region. 

 
Geographic Economic Exposure Risk 
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Because the constituents held by a Fund may have partners, suppliers and/or customers in located 
in certain geographic regions, and because the geographic regions in which such constituents are 
located may have trading partners in other geographic regions, a Fund may have indirect economic 
exposure to such geographic regions, including geographic regions in which a Fund may not directly 
invest. These geographies may include: 

 
African Economic Risk 

 

The economies of African countries are subject to risks not typically associated with more developed 
economies, countries or geographic regions. Such heightened risks include, among others, expro-
priation and/or nationalization of assets, restrictions on and government intervention in international 
trade, confiscatory taxation, political instability, including authoritarian and/or military involvement in 
governmental decision making, armed conflict, civil war, and social instability as a result of religious, 
ethnic and/or socioeconomic unrest. 

 
The securities markets in Africa are underdeveloped and are often considered to be less correlated 
to global economic cycles than markets located in more developed countries or geographic regions. 
Securities markets in Africa are subject to greater risks associated with market volatility, lower market 
capitalisation, lower trading volume, illiquidity, inflation, greater price fluctuations, uncertainty regard-
ing the existence of trading markets, governmental control and heavy regulation of labour and industry. 
Moreover, trading on securities markets may be suspended altogether. 

 
Certain governments in Africa may restrict or control to varying degrees the ability of foreign investors 
to invest in securities of issuers located or operating in those countries. These restrictions and/or 
controls may at times limit or prevent foreign investment in securities of issuers located or operating 
in countries in Africa. Moreover, certain countries in Africa may require governmental approval or 
special licenses prior to investment by foreign investors; may limit the amount of investment by for-
eign investors in a particular industry and/or issuer; may limit such foreign investment to a certain 
class of securities of an issuer that may have less advantageous rights than the classes available for 
purchase by domestic investors of those countries; and/or may impose additional taxes on foreign in-
vestors. These factors, among others, make investing in issuers located or operating in countries in 
Africa significantly riskier than investing in issuers located or operating in more developed countries. 

 
Asian Economic Risk 

 

Many Asian economies have experienced rapid growth and industrialization in recent years, but there 
is no assurance that this growth rate will be maintained. Other Asian economies, however, have 
experienced high inflation, high unemployment, currency devaluations and restrictions, and over- 
extension of credit. Geopolitical hostility, political instability, as well as economic or environmental 
events in any one Asian country may have a significant economic effect on the entireAsian region, as 
well as on major trading partners outside Asia. Any adverse event in the Asian markets may have a 
significant adverse effect on some or all of the economies of the countries in which a Fund invests. 
Many Asian countries are subject to political risk, including political instability,corruption and regional 
conflict with neighbouring countries. North Korea and South Korea each have substantial military 
capabilities, and historical tensions between the two countries present the risk of war. Escalated 
tensions involving the two countries and any outbreak of hostilities between the two countries, or 
even the threat of an outbreak of hostilities, could have a severe adverse effecton the entire Asian 
region. Certain Asian countries have also developed increasingly strained relationships with Europe, 
and if these relations were to worsen, they could adversely affect Asian issuers that rely on Europe 
for trade. In addition, many Asian countries are subject to social and labour risks associated with 
demands for improved political, economic and social conditions. 

 
Australasian Economic Risk 
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The economies of Australasia, which include Australia and New Zealand, are dependent on exports 
from the agricultural and mining sectors. This makes Australasian economies susceptible to fluctua-
tions in the commodity markets. Australasian economies are also increasingly dependent on their 
growing service industries. Because the economies of Australasia are dependent on the economies 
of Asia, Europe and the United States as key trading partners and investors, reduction in spending 
by any of these trading partners on Australasian products and services, or negative changes in any 
of these economies, may cause an adverse impact on some or all of the Australasian economies. 

 
European Economic Risk 

 

The economies of Europe are highly dependent on each other, both as key trading partners and as 
in many cases as fellow members maintaining the euro. Decreasing European imports, new trade 
regulations, changes in exchange rates, a recession in Europe, or a slowing of economic growth in 
this region could have an adverse impact on the securities in which a Fund invests. Reduction in 
trading activity among European countries may cause an adverse impact on each nationôs individual 
economies. The Economic and Monetary Union of the European Union (the ñEUò) requires compli-
ance with restrictions on inflation rates, deficits, interest rates, debt levels and fiscal and monetary 
controls, each of which may significantly affect every country in Europe, including those countries 
that are not members of the EU. Decreasing imports or exports, changes in governmental or EU 
regulations on trade, changes in the exchange rate of the euro, the default or threat of default by an 
EU member country or its sovereign debt, and recessions in an EU member country may have a sig-
nificant adverse effect on the economies of EU member countries and their trading partners. The 
European financial markets have historically experienced volatility and adverse trends due to con-
cerns about economic downturns or rising government debt levels in several European countries, in-
cluding, but not limited to, Austria, Belgium, Cyprus, France, Greece, Ireland, Italy, Portugal, Spain 
and Ukraine. These events have adversely affected the exchange rate of the euro and may continue 
to significantly affect European countries. 

 
Responses to financial problems by European governments, central banks and others, including 
austerity measures and reforms, may not produce the desired results, may result in social unrest, 
may limit future growth and economic recovery or may have other unintended consequences. Further 
defaults or restructurings by governments and other entities of their debt could have additional ad-
verse effects on economies, financial markets and asset valuations around the world. In addition, one 
or more countries may abandon the euro and/or withdraw from the EU. In a referendum held on June 
23, 2016, the U.K. resolved to leave the EU (ñBrexitò). The referendum may introduce significant un-
certainties and instability in the financial markets as the U.K. negotiates its exit from the EU. The 
outcome of negotiations remains uncertain. U.K. businesses are increasingly preparing for a disor-
derly Brexit, and the consequences for European and U.K.businesses could be severe. A Fund will 
face risks associated with the potential uncertainty and consequences that may follow Brexit, includ-
ing with respect to volatility in exchange rates and interest rates. Brexit could adversely affect Euro-
pean or worldwide political, regulatory, economic ormarket conditions and could contribute to insta-
bility in global political institutions, regulatory agencies and financial markets. Brexit could also lead 
to legal uncertainty and politically divergent national laws and regulations as a new relationship be-
tween the U.K. and EU is defined and the U.K. determines which EU laws to replace or replicate. Any 
of these effects of Brexit could adversely affect any of the companies to which a Fund has exposure 
and any other assets that a Fund investsin. The political, economic and legal consequences of Brexit are 
not yet known. In the short term, financial markets may experience heightened volatility, particularly those 
in the U.K. and Europe, butpossibly worldwide. The U.K. may be less stable than it has been in recent 
years, and investments in the U.K. may be difficult to value, or subject to greater or more frequent 
rises and falls in value. Inthe longer term, there is likely to be a period of significant political, regulatory 
and commercial uncertainty as the U.K. seeks to negotiate its long-term exit from the EU. Secessionist 
movements,such as the Catalan movement in Spain and the independence movement in Scotland, 
as well as governmental or other responses to such movements, may also create instability and 
uncertainty inthe region. In addition, the national politics of countries in the EU have been unpredict-
able and subject to influence by varying political groups and ideologies. The governments of EU 
countries 
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may be subject to change and such countries may experience social and political unrest. Unantici-
pated or sudden political or social developments may result in sudden and significant investment 
losses. The occurrence of terrorist incidents throughout Europe also could impact financial markets. 
The impact of these events is not clear but could be significant and far-reaching and could adversely 
affect the value and liquidity of a Fundôs investments. 

 
Economies of certain Eastern European countries rely heavily on the export of commodities, includ-
ing oil and gas, and certain metals. As a result, such economies will be impacted by international 
commodity prices and are particularly vulnerable to global demand for these products. Acts of terror-
ism in certain Eastern European countries may cause uncertainty in their financial markets and ad-
versely affect the performance of the issuers to which a Fund has exposure. The securities markets 
in Eastern European countries are substantially smaller and inexperienced, with less government 
supervision and regulation of stock exchanges and are less liquid and more volatile than securities 
markets in the United States or Western European countries. Other risks related to the economies 
of Eastern European include: the absence of legal structures governing private and foreign invest-
ments and private property; the possibility of expropriation; certain national policies which may re-
strict the capital market activity, including, without limitation, restrictions on investing in issuers or in-
dustries deemed sensitive to relevant national interests. 

 
Latin American Economic Risk 

 

High interest rates, inflation, government defaults and unemployment rates are characteristics of the 
economies in some Latin American countries. Currency devaluations in any Latin American country 
can have a significant effect on the entire region. Because commodities such as oil and gas, minerals and 
metals can represent a significant percentage of the regionôs exports, the economies of Latin Amer-
ican countries may be particularly sensitive to fluctuations in commodity prices. As a result, the econ-
omies in many Latin American countries could experience significant volatility. 

 
Middle East Economic Risk 

 

Middle Eastern governments have exercised and continue to exercise substantial influence over 
many aspects of the private sector. Many economies in the Middle East are highly reliant on income 
from the sale of oil or trade with countries involved in the sale of oil, and their economies are therefore  
vulnerable to changes in the market for oil and foreign currency values. As global demand for oil 
fluctuates, many Middle Eastern economies may be significantly impacted. A sustained decrease in 
commodity prices could have a significant negative impact on all aspects of the economy in the 
region. Middle Eastern economies may be subject to acts of terrorism, political strife, religious, ethnic 
or socioeconomic unrest and sudden outbreaks of hostilities with neighbouring countries. Certain 
Middle Eastern countries have strained relations with other Middle Eastern countries due to territorial 
disputes, historical animosities, international alliances, religious tensions or defence concerns, which 
may adversely affect the economies of these countries. Certain Middle Eastern countries experience 
significant unemployment, as well as widespread underemployment. Many Middle Eastern countries 
have little or no democratic tradition. Many Middle Eastern countries periodically have experienced 
political, economic and social unrest as protestors have called for widespread reform. Some of these 
protests have resulted in a governmental regime change, internal conflict or civil war. If further regime 
changes were to occur, internal conflict were to intensify, or a civil war were to continue in any of 
these countries, such instability could adversely affect the economies of Middle Eastern countries. 

 

 
Geographic Risk 

 

Geographic risk is the risk that a Fundôs assets may be concentrated in countries located in the same 
geographic region. This concentration will subject a Fund to risks associated with that particular re-
gion, or a region economically tied to that particular region, such as a natural, biological or other 
disaster. Outbreaks of contagious viruses and diseases may reduce business activity or disrupt mar-
ket activity, and have the potential to exacerbate market risks in the countries and regions in 
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which they occur. The securities in which a Fund invests and, consequently, a Fund are also subject 
to specific risks as a result of their business operations, including, but not limited to: 

 
Risk of Investing in Argentina 

 

Argentinaôs economy is heavily dependent on exports and commodities, making the economy sus-
ceptible to fluctuations in commodity markets and sensitive to its relationships with key trading part-
ners. Argentinaôs key trading and foreign investment partners are Brazil, China and the U.S. Reduc-
tion in spending on Argentinean products and services, or changes in China, the U.S., or any of the 
Latin American economies, trade regulations or currency exchange rates may adversely impact the 
Argentinean economy. 

 
Argentina has experienced a high level of debt and public spending. Argentinaôs default on its debt 
in 2001, as well as its nationalization of private pensions in 2008, continues to impact the confidence 
of investors in Argentina, which might adversely impact returns in a Fund. In 2014, minority bond-
holders of Argentinaôs previously defaulted debt sought, and won, an injunction that prohibited Ar-
gentina from repaying bonds that had been renegotiated, unless they simultaneously paid the hold-
out minority bondholders their full amount due as well. As a result, the Argentinian government, in 
2014, subsequently entered a technical default on its debt. In 2016, after a series of court appeals and 
negotiations, the government and minority bondholders entered into a settlement to resolve the dis-
pute. Further defaults, potential debt renegotiations, and related actions by Argentina may continue 
to impact the confidence of investors in Argentina, which could limit the governmentôs ability to borrow 
in the future. 

 
Argentina has experienced periods of significant political instability and certain sectors and regions 
of Argentina experience high unemployment, which may cause downturns in the Argentinean market 
and adversely impact investments in a Fund. Heavy regulation of labour and product markets is 
pervasive in Argentina and may stifle Argentinean economic growth or contribute to prolonged peri-
ods of recession. Argentina has privatized, certain industries, which may lose money or be re- na-
tionalized. In the past, Argentinaôs government decided to partially nationalize YPF S.A., Argentinaôs 
largest energy company. 

 
Argentina has previously imposed capital controls that affected the inflow and repatriation of capital 
and the free transfer of securities. If such capital controls are reinstituted, or if new capital controls 
are implemented, it could disrupt the creation/redemption process, which could affect the trading of 
Fund shares, resulting in Fund shares trading at a price that is materially different from NAV. 

 
Risk of Investing in the ASEAN Region 

 

Investments in the ASEAN region involve risks not typically associated with investments in securities 
of issuers in more developed countries that may negatively affect the value of your investment in a 
Fund. Singapore, Malaysia, Thailand, Indonesia and the Philippines present different economic and 
political conditions from those in Western markets, and less social, political and economic stability. 
In the past, some of these economies have experienced high interest rates, economic volatility, in-
flation, currency devaluations and high unemployment rates. Political instability could have an ad-
verse effect on economic or social conditions in these economies and may result in outbreaks of civil 
unrest, terrorist attacks or threats or acts of war in the affected areas, any of which could materially 
and adversely affect the companies in which a Fund may invest. 

 
Risk of Investing in Australia 

 

Investment in Australian issuers may subject a Fund to regulatory, political, currency, security, and 
economic risk specific to Australia. The Australian economy is heavily dependent on exports from 
the energy, agricultural and mining sectors. As a result, the Australian economy is susceptible to 
fluctuations in the commodity markets. The Australian economy is also becoming increasingly de-
pendent on its growing services industry. The Australian economy is dependent on trading with 
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key trading partners, including the U.S., China, Japan, South Korea, other Asian and certain Euro-
pean countries. Economic events in the U.S., Asia, or in other key trading countries can have a sig-
nificant economic effect on the Australian economy. Reduction in spending on Australian products and 
services, or changes in any of the economies may cause an adverse impact on the Australian econ-
omy. 

 
Risk of Investing in Bangladesh 

 

Bangladesh faces many economic hurdles including weak political institutions, government misman-
agement of resources, poor infrastructure, lack of privatization of industry and a labour force that has 
outpaced job growth in the country. Political unrest is not uncommon in Bangladesh, and in the past 
has involved protests and violence. The military also plays a role in politics, and has used its power 
to back the government and influence policy. Although the government has taken an active role to 
tackle corruption, Bangladesh still ranks consistently low on the government transparency indices 
and this is undoubtedly a deterrent for foreign investment and economic growth. 

 
The privatization of industries in Bangladesh has been slow, largely due to worker unrest at state- 
owned enterprises. Opposition from government bureaucracy and public sector unions has pre-
vented much of the economic liberalization, and capital markets in Bangladesh are still in need of 
reform with regard to the treatment of foreign investors and foreign capital. 

 
Bangladeshôs economy is heavily dependent on the agricultural sector and garment industry, with 
over 2/3 of the population involved in agriculture production. Many Asian countries, including Bang-
ladesh, are prone to frequent typhoons, damaging floods, earthquakes and/or other natural disasters, 
which may adversely impact their economies. Bangladeshôs economy, in particular, is more reliant 
on agriculture than European economies and is therefore more susceptible to adverse changes in 
weather. 

 
Securities markets in Bangladesh are subject to greater risks associated with market volatility, lower 
market capitalisation, lower trading volume, illiquidity, inflation, greater price fluctuations and uncer-
tainty regarding the existence of trading markets. Moreover, trading on securities markets may be sus-
pended altogether. The governments might restrict or control to varying degrees the ability of foreign 
investors to invest in securities of issuers located or operating in Bangladesh as well as the repatri-
ation of investment income, capital or the proceeds of sales of securities by foreign investors. 

 
Risk of Investing in Brazil 

 

Investment in Brazilian issuers involves risks that are specific to Brazil, including legal, regulatory, 
political, currency and economic risks. Specifically, Brazilian issuers are subject to possible regula-
tory and economic interventions by the Brazilian government, including the imposition of wage and 
price controls and the limitation of imports. In addition, the market for Brazilian securities is directly 
influenced by the flow of international capital and economic and market conditions of certain countries, 
especially other emerging market countries in Central and South America. The Brazilian economy 
has historically been exposed to high rates of inflation, a high level of debt, and violence, each of 
which may reduce and/or prevent economic growth. A rising unemployment rate could also have the 
same effect. 

 
Risk of Investing in Canada 

 

The United States is Canadaôs largest trading and investment partner, and the Canadian economy 
is significantly affected by developments in the U.S. economy and by changes in U.S. trade policy. 
Since the implementation of NAFTA in 1994 among Canada, the United States and Mexico, total 
two-way merchandise trade between the United States and Canada has more than doubled. To 
further this relationship, the three NAFTA countries entered into the Security and Prosperity Partner-
ship of North America in March 2005, which has further affected Canadaôs dependency on the U.S. 
economy. Any downturn in U.S. or Mexican economic activity is likely to have an adverse 
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impact on the Canadian economy. The Canadian economy is also dependent upon external trade 
with other key trading partners, including China and the European Union. Any trade policy changes 
by the United States, China or the European Union which reduced Canada's ability to trade with such 
regions could therefore have significant impact on the Canadian economy. Developments in the 
United States, including renegotiation of NAFTA, ratification of the successor USMCA, which is pend-
ing legislative approval, and imposition of tariffs by the United States, may have implications for the 
trade arrangements among the United States and Canada, which could negatively affect the value 
of securities held by a Fund. In addition, Canada is a large supplier of natural resources (e.g., oil, 
natural gas and agricultural products). As a result, the Canadian economy is sensitive to fluctuations 
in certain commodity prices. 

 
Risk of Investing in Central America 

 

A Fund is expected to invest in securities in Central American countries. To the extent that the Index 
is focused on securities of any one country, the value of the Index, and thus a Fund, will be especially 
affected by adverse developments in such country. 

 
Investment in Central American securities involves heightened risks including, among others, expro-
priation and/or nationalization of assets, confiscatory taxation, political instability, including authori-
tarian and/or military involvement in governmental decision-making, armed conflict, the impact on 
the economy as a result of civil war, and social instability as a result of the drug trade. The drug trade 
has expanded in Central America and it has become a hotbed for gang-related violence and conflict 
between rival gangs as well as local security forces. This has had a significant negative impact on 
the economies of the region, and makes it difficult for companies to run businesses and poses addi-
tional risks for investors. Continued violence surrounding the drug trade will have an adverse impact 
on companies in the region and could significantly affect Fund performance. 

 
The governments of certain countries in Central America may exercise substantial influence over 
many aspects of the private sector and may own or control many companies. Future government 
actions could have a significant effect on the economic conditions in such countries, which could 
have a negative impact on private sector companies. There is also the possibility of diplomatic de-
velopments that could adversely affect investments in certain countries in Central America. Some 
countries in Central America may be affected by a greater degree of public corruption and crime, 
including organized crime. 

 
Certain countries in Central America may be heavily dependent upon international trade and, con-
sequently, have been and may continue to be negatively affected by trade barriers, exchange con-
trols, managed adjustments in relative currency values and other protectionist measures imposed or 
negotiated by the countries with which they trade. These countries also have been and may continue 
to be adversely affected by economic conditions in the countries with which they trade. Certain coun-
tries in Central America depend to a significant extent upon exports of agricultural commodities. 
These countries therefore are vulnerable to changes in commodity prices, which may be affected by 
a variety of factors. In addition, certain issuers located in countries in Central America in which a Fund 
invests may operate in, or have dealings with, countries subject to sanctions and/or embargoes im-
posed by the U.S. Government and the United Nations and/or countries identified by the U.S. Gov-
ernment as state sponsors of terrorism. As a result, an issuer may sustain damage to its reputation 
if it is identified as an issuer which operates in, or has dealings with, such countries. A Fund, as an 
investor in such issuers, will be indirectly subject to those risks. 

 
Certain countries in Central America generally have less developed capital markets than traditional 
emerging market countries, and, consequently, the risks of investing in foreign securities are magni-
fied in such countries. Because securities markets of countries in Central America are underdevel-
oped and are less correlated to global economic cycles than those markets located in more devel-
oped countries, securities markets in Central America are subject to greater risks associated with 
market volatility, lower market capitalisation, lower trading volume, illiquidity, inflation, greater price 
fluctuations and uncertainty regarding the existence of trading markets. 



85  

Risk of Investing in Central and Northern Europe 
 

The economies of Central and Northern Europe are highly dependent on each other, both as key 
trading partners and as in many cases as fellow members maintaining the euro. Reduction in trading 
activity among European countries overall may cause an adverse impact on each nationôs individual 
economy. Concerns about the rising government debt levels of certain European countries could 
impact the financial stability of Central and Northern European countries. Some Central and Northern 
European markets remain relatively underdeveloped and can be particularly sensitive to political and 
economic developments. 

 
Risk of Investing in Chile 

 

Investment in Chilean issuers involves risks that are specific to Chile, including, legal, regulatory, 
political, environmental and economic risks. Chileôs economy is export-dependent and relies heavily 
on trading relationships with certain key trading partners, including China, Brazil, Japan, South Ko-
rea, the U.S., Argentina and Germany. Future changes in the price or the demand for Chilean ex-
ported products by China, Brazil, Japan, South Korea, the U.S., Argentina and Germany, changes in 
these countriesô economies, trade regulations or currency exchange rates could adversely impact the 
Chilean economy and the issuers to which a Fund has exposure. 

 
Risk of Investing in China 

 

The Chinese economy is subject to a considerable degree of economic, political and social instability. 

Political and Social Risk 

The Chinese government is authoritarian and has periodically used force to suppress civil dissent. 
Disparities of wealth and the pace of economic liberalization may lead to social turmoil, violence and 
labour unrest. In addition, China continues to experience disagreements related to integration with 
Hong Kong and religious and nationalist disputes in Tibet and Xinjiang. There is also a greater risk 
in China than in many other countries of currency fluctuations, currency non-convertibility, interest 
rate fluctuations and higher rates of inflation as a result of internal social unrest or conflicts with other 
countries. Unanticipated political or social developments may result in sudden and significant invest-
ment losses. Chinaôs growing income inequality, rapidly aging population and significant environ-
mental issues also are factors that may affect the Chinese economy. Concerns about the rising gov-
ernment and household debt levels could impact the stability of the Chinese economy. 

 
Heavy Government Control and Regulation 

 

The Chinese government has implemented significant economic reforms in order to liberalize trade 
policy, promote foreign investment in the economy, reduce government control of the economy and 
develop market mechanisms. There can be no assurance these reforms will continue or that they will 
be effective. Despite recent reform and privatizations, government control over certain sectors or 
enterprises and significant regulation of investment and industry is still pervasive, including re-
strictions on investment in companies or industries deemed to be sensitive to particular national in-
terests, and the Chinese government may restrict foreign ownership of Chinese corporations and/or 
the repatriation of assets by foreign investors. Limitations or restrictions on foreign ownership of secu-
rities may have adverse effects on the liquidity and performance of a Fund and could lead to higher 
tracking error. Chinese government intervention in the market may have a negative impact on market 
sentiment, which may in turn affect the performance of the Chinese economy and a Fundôs invest-
ments. Chinese markets generally continue to experience inefficiency, volatility and pricing anoma-
lies that may be connected to governmental influence, lack of publicly-available information, and 
political and social instability. 

 
Economic Risk 
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The Chinese economy has grown rapidly in the recent past and there is no assurance that this growth 
rate will be maintained. In fact, the Chinese economy may experience a significant slowdown as a 
result of, among other things, a deterioration in global demand for Chinese exports, as well as con-
traction in spending on domestic goods by Chinese consumers. In addition, China may experience 
substantial rates of inflation or economic recessions, which would have a negative effect on its econ-
omy and securities market. Delays in enterprise restructuring, slow development of well- functioning 
financial markets and widespread corruption have also hindered performance of the Chinese econ-
omy. China continues to receive substantial pressure from trading partners to liberalize official cur-
rency exchange rates. 

 
Elevated geopolitical tensions between China and its trading partners, including the imposition of 
U.S. tariffs on certain Chinese goods, the imposition of trade and non-trade related barriers for certain 
Chinese companies, and increased international pressure related to Chinese trade policy, forced 
technology transfers and intellectual property protections, may have a substantial impact on the Chi-
nese economy. Reduction in spending on Chinese products and services, institution of additional 
tariffs or other trade barriers (including as a result of heightened trade tensions between China and 
the U.S. or in response to actual or alleged Chinese cyber activity), or a downturn in any of the econ-
omies of Chinaôs key trading partners may have an adverse impact on the Chinese economy and 
the Chinese issuers of securities in which a Fund invests. For example, the U.S. has added certain 
foreign technology companies to the U.S. Department of Commerceôs Bureau of Industry and Secu-
rityôs ñEntity List,ò which is a list of companies believed to pose a national security risk to the U.S. 
Actions like these may have unanticipated and disruptive effects on the Chinese economy. Any such 
response that targets Chinese financial markets or securities exchanges could interfere with orderly 
trading, delay settlement or cause market disruptions. Public health crises or major health-related 
developments may have a substantial impact on the Chinese economy or holdings in a Fund. Out-
breaks of contagious viruses and diseases, including the novel viruses commonly known as SARS, 
MERS, and Covid-19 (Coronavirus), may reduce business activity or disrupt market activity, and 
have the potential to exacerbate market risks such as volatility in exchange rates or the trading of 
Chinese securities listed domestically or abroad. Likewise, factories, ports, and critical infrastructure 
in China may close to limit contagion risk. Foreign investorsô access to domestic markets may also be 
limited during such health crises, especially if domestic exchanges are closed for an extended period. 
Market closures could interfere with the orderly trading or settlement mechanisms of Chinese secu-
rities listed domestically or abroad. The Chinese economy or holdings in a Fund may also be adversely 
impacted should health crises create political uncertainty or social unrest. The implications of such 
health crises is difficult to ascertain but may put strain on Chinaôs supply chains, trading relationships, 
and international relations. 

 
Expropriation Risk 

 

The Chinese government maintains a major role in economic policy making and investing in China 
involves risk of loss due to expropriation, nationalization, confiscation of assets and property or the 
imposition of restrictions on foreign investments and on repatriation of capital invested. 

 
Security Risk 

 

China has strained international relations with Taiwan, India, Russia and other neighbours due to 
territorial disputes, historical animosities, defence concerns and other security concerns. Relations 
between Chinaôs Han ethnic majority and other ethnic groups in China, including Tibetans and Ui-
ghurs, are also strained and have been marked by protests and violence. Additionally, China is al-
leged to have participated in state-sponsored cyberattacks against foreign companies and foreign 
governments. Actual and threatened responses to such activity, including purchasing restrictions, 
sanctions, tariffs or cyberattacks on the Chinese government or Chinese companies, may impact 
Chinaôs economy and Chinese issuers of securities in which a Fund invests. These situations may 
cause uncertainty in the Chinese market and may adversely affect the Chinese economy. In addition, 
conflict on the Korean Peninsula could adversely affect the Chinese economy. 

 
Tax Risk 
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China has implemented a number of tax reforms in recent years and may amend or revise its existing 
tax laws and/or procedures in the future, possibly with retroactive effect. Changes in applicable Chi-
nese tax law could reduce the after-tax profits of a Fund, directly or indirectly, including by reducing 
the after-tax profits of companies in China in which a Fund invests. Uncertainties in Chinese tax rules 
could result in unexpected tax liabilities for a Fund. 

 
Hong Kong Political Risk 

 

Hong Kong reverted to Chinese sovereignty on July 1, 1997 as a Special Administrative Region 
(SAR) of the Peopleôs Republic of China under the principle of ñone country, two systems.ò Although 
China is obligated to maintain the current capitalist economic and social system of Hong Kong 
through June 30, 2047, the continuation of economic and social freedoms enjoyed in Hong Kong is 
dependent on the government of China. Since 1997, there have been tensions between the Chinese 
government and many people in Hong Kong who perceive China as tightening of control over Hong 
Kongôs semi-autonomous liberal political, economic, legal, and social framework. Recent protests 
and unrest have increased tensions even further. Due to the interconnected nature of the Hong Kong and 
Chinese economies, this instability in Hong Kong may cause uncertainty in the Hong Kong and Chi-
nese markets. In addition, the Hong Kong dollar trades at a fixed exchange rate in relation to (or, is 
ñpeggedò to) the U.S. dollar, which has contributed to the growth and stability of the Hong Kong 
economy. However, it is uncertain how long the currency peg will continue or what effect the estab-
lishment of an alternative exchange rate system would have on the Hong Kong economy. Because 
a Fundôs NAV is denominated in U.S. dollars, the establishment of an alternative exchange rate sys-
tem could result in a decline in a Fundôs NAV. 

 
Risk of Investing in Colombia 

 

Colombiaôs economy is heavily dependent on exports. The oil, coal and coffee sectors of Colombiaôs 
economy account for a large portion of its exports. Any changes in these sectors could have an 
adverse impact on the Colombian economy. Colombiaôs key trading and foreign investment partners 
are the U.S., Brazil, China, the E.U., Venezuela and Mexico. Reduction in spending on Colombian 
products and services, or changes in the U.S. or any of the Latin American economies, trade regu-
lations or currency exchange rates may adversely impact the Colombian economy. 

 
Colombia has experienced a high level of debt and public spending, which may stifle economic 
growth, contribute to prolonged periods of recession or lower the countryôs sovereign debt rating and 
adversely impact investments in a Fund. Colombia has experienced periods of political instability, 
violence, and social unrest in the past. Although levels of violence associated with internal conflicts 
and drug-trafficking have fallen, they remain high by international standards. Moreover, ongoing ten-
sion between Colombia and Venezuela, or the ongoing humanitarian and political crisis in Venezuela, 
could adversely affect the Colombian economy. 

 
In the past, Colombia has imposed stringent capital controls that have restricted the inflow and re-
patriation of capital and the free transfers of securities. These controls have since been eased but 
there can be no assurance that they will be reinstated or changed again and without prior warning. 
These capital controls could disrupt the creation/redemption process thereby adversely affecting 
trading of the Shares. For example, these controls could cause the Shares to trade at a price that is 
materially different from its NAV. 

 
Colombia is located in a part of the world that has historically been prone to natural disasters such 
as earthquakes, volcanoes, droughts, floods and tsunamis. In addition, emerging markets are espe-
cially economically sensitive to environmental events. 

 
A substantial portion of Colombiaôs exports are from businesses in the agriculture and mining sectors 
of its economy. Commodity prices or negative changes in these sectors could have an adverse im-
pact on Colombiaôs economy and companies located in Colombia. 
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Risk of Investing in the Czech Republic 
 

The Czech Republicôs economy is heavily dependent on the manufacturing and export of industrial 
materials and machinery. Key trading partners are member states of the European Union, most no-
tably Germany, Spain, Italy, France and the United Kingdom. Decreasing demand for the Czech 
Republicôs products and services or changes in governmental regulations on trade may have a sig-
nificantly adverse effect on the Czech economy. The Czech Republic and many of the Western Eu-
ropean developed nations are member states of the EU. As a result, these member states are de-
pendent upon one another economically and politically. The recent ratification of the Treaty of Lisbon 
by EU member states is expected to further heighten the degree of economic and political inter-
dependence. This and other political or economic developments could cause market disruptions and 
affect adversely the values of securities held by a Fund. 

 
The Czech Republic and surrounding regions have a history of ethnic unrest and conflict. If conflict 
were to renew in the future, it could have a significant adverse impact on a Fund. 

 
Risk of Investing in Denmark 

 

Investments in Danish issuers subject a Fund to legal, regulatory, political, currency, security, and 
economic risks specific to Denmark. Denmarkôs industrialized market economy depends on imported 
raw materials and foreign trade. As a result, Denmark is dependent on trading relationships with 
certain key trading partners, including other EU countries and the United States. Denmarkôseconomy 
has also been characterized by slow growth and is facing demographic challenges, including an 
aging population that could lead to labour supply shortages in the near future. 

 
Risk of Investing in Developed Europe 

 

A Fund may be more exposed to the economic and political risks of Europe and of the European 
countries in which it invests than funds whose investments are more geographically diversified. Ad-
verse economic and political events in Europe may cause a Fundôs investments to decline in value. 
The economies and markets of European countries are often closely connected and interdependent, 
and events in one country in Europe can have an adverse impact on other European countries. A Fund 
makes investments in securities of issuers that are domiciled in, or have significant operations in, member 
states of the European Union that are subject to economic and monetary controls that can adversely 
affect a Fundôs investments. The European financial markets have experienced volatility and adverse 
trends in recent years and these events have adversely affected the exchange rate of the euro and 
may continue to significantly affect other European countries. 

 
Risk of Investing in Developed Markets 

 

Investment in developed country issuers may subject a Fund to regulatory, political, currency, secu-
rity, and economic risk specific to developed countries. Developed countries generally tend to rely 
on services sectors (e.g., the financial services sector) as the primary means of economic growth. A 
prolonged slowdown in, among others, services sectors is likely to have a negative impact on econo-
mies of certain developed countries, although economies of individual developed countries can be 
impacted by slowdowns in other sectors. In the past, certain developed countries have been targets 
of terrorism, and some geographic areas in which a Fund invests have experienced strained interna-
tional relations due to territorial disputes, historical animosities, defence concerns and other security 
concerns. These situations may cause uncertainty in the financial markets in these countries or geo-
graphic areas and may adversely affect the performance of the issuers to which a Fund has expo-
sure. Heavy regulation of certain markets, including labour and product markets, may have an ad-
verse effect on certain issuers. Such regulations may negatively affect economic growth or cause 
prolonged periods of recession. Many developed countries are heavily indebted and face rising 
healthcare and retirement expenses. In addition, price fluctuations of certain commodities and regu-
lations impacting the import of commodities may negatively affect developed country economies. 
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Risk of Investing in Eastern Europe 
 

The economies of Eastern Europe are highly dependent on each other, both as key trading partners 
and as in many cases as fellow members maintaining the euro. Reduction in trading activity among 
European countries overall may cause an adverse impact on each nationôs individual economy. Con-
cerns about the rising government debt levels of certain European countries could impact the finan-
cial stability of Eastern European countries. Some Eastern European markets remain relatively un-
derdeveloped and can be particularly sensitive to political and economic developments. 

 
Risk of Investing in Egypt 

 

Investment in securities of Egyptian issuers involves risks not typically associated with investments 
in securities of issuers in more developed countries that may negatively affect the value of your 
investment in a Fund. Such heightened risks include, among others, the imposition of capital controls, 
expropriation and/or nationalization of assets, confiscatory taxation, regional conflict, political insta-
bility, including authoritarian and/or military involvement in governmental decision making, armed 
conflict, the impact on the economy as a result of civil unrest and social instability as a result of reli-
gious, ethnic and/or socioeconomic unrest. Poor living standards, disparities of wealth and limitations 
on political freedom have contributed to the unstable environment. Although there has been increas-
ing economic liberalization and limited political lateralization in recent years, there is no guarantee 
that this trend will continue, particularly if there is a political transition. Unanticipated or sudden political 
or social developments may result in sudden and significant investment losses. Issuers in Egypt are 
subject to less stringent requirements regarding accounting, auditing, financial reporting and record 
keeping than are issuers in more developed markets, and therefore, all material information may not 
be available or reliable. These factors, among others, make investing in issuers located or operating 
in Egypt significantly riskier than investing in issuers located or operating in more developed coun-
tries, and any one of them could cause a decline in the value of a Fundôs Shares. 

 
In November 2016, the International Monetary Fund approved a $12 billion loan to help Egypt restore 
macroeconomic stability and promote inclusive growth. In addition, Egypt introduced a series of eco-
nomic reforms, including, among others, widening of the tax base, increasing energy subsidiaries, 
and allowing the Egyptian pound to float. While these measures are intended to foster Egyptôs eco-
nomic growth and development, there is no guarantee that they will continue or be successful. The 
devaluation and flotation of Egyptian currency, a measure taken by the Egyptian government in order 
to qualify for the loan, has resulted in severe inflation and risks of political backlash against the 
Egyptian administration. 

 
Egypt entered into a bilateral investment treaty with the United States, designed to encourage and 
protect U.S. investment in Egypt. However, there may be a risk of loss due to expropriation and/or 
nationalization of assets, confiscation of assets and property or the imposition of restrictions on for-
eign investments and on repatriation of capital invested, particularly if the bilateral investment treaty 
with the United States is not fully implemented or fails in its purpose. Other diplomatic developments 
could adversely affect investments in Egypt, particularly as Egypt is involved in negotiations for var-
ious regional conflicts. 

 
Egyptôs economy is dependent on trade with certain key trading partners, including the United States. 
Reduction in spending by these economies on Egyptian products and services or negative changes 
in any of these economies may cause an adverse impact on Egyptôs economy. The Egyptian econ-
omy is also heavily dependent on tourism, export of oil and gas, and shipping services revenues from the 
Suez Canal. Tourism receipts are vulnerable to terrorism, spill overs from conflicts in the region, and 
potential political instability. Previous political unrest and spates of terrorist attacks have hurt tourism. 
As Egypt produces and exports oil and gas, any acts of terrorism or armed conflict causing disrup-
tions of oil and gas exports could affect the Egyptian economy and, thus, adversely affect the financial 
condition, results of operations or prospects of companies in which a may invest. Furthermore, any 
acts of terrorism or armed conflict in Egypt or regionally could divert demand for the use of the Suez 
Canal, thereby reducing revenues from the Suez Canal. 
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Risk of Investing in Emerging Markets 
 

The securities markets of emerging market countries may be less liquid, subject to greater price 
volatility, have smaller market capitalisations, have less government regulation and not be subject to 
as extensive and frequent accounting, financial and other reporting requirements as the securities 
markets of more developed countries, as has historically been the case. Issuers and securities mar-
kets in emerging markets are generally not subject to as extensive and frequent accounting, financial 
and other reporting requirements or as comprehensive government regulations as are issuers and 
securities markets in the developed markets. In particular, the assets and profits appearing on the 
financial statements of emerging market issuers may not reflect their financial position or results of 
operations in the same manner as financial statements for developed market issuers. Substantially 
less information may be publicly available about emerging market issuers than is available about is-
suers in developed markets. 

 
Emerging markets are generally located in the Asia and Pacific regions, the Middle East, Eastern 
Europe, Latin America, and Africa. Emerging markets typically are classified as such by lacking one 
or more of the following characteristics: sustainability of economic development, large and liquid 
securities markets, openness to foreign ownership, ease of capital inflows and outflows, efficiency of 
the marketôs operational framework, and/or stability of the institutional framework. A Fundôs purchase 
and sale of portfolio securities in certain emerging market countries may be constrained by limitations 
relating to daily changes in the prices of listed securities, periodic trading or settlement volume and/or 
limitations on aggregate holdings of foreign investors. Such limitations may be computed based on 
the aggregate trading volume by or holdings of a Fund, the Investment Manager, its affiliates and their 
respective clients and other service providers. A Fund may not be able to sell securities in circum-
stances where price, trading or settlement volume limitations have been reached. 

 
Foreign investment in the securities markets of certain emerging market countries is restricted or 
controlled to varying degrees, which may limit investment in such countries or increase the adminis-
trative costs of such investments. For example, certain Asian countries require government approval 
prior to investments by foreign persons or limit investment by foreign persons to only a specified 
percentage of an issuer's outstanding securities or a specific class of securities which may have less 
advantageous terms (including price) than securities of the issuer available for purchase by nationals. 
In addition, certain countries may restrict or prohibit investment opportunities in issuers or industries 
deemed important to national interests. Such restrictions may affect the market price, liquidity and 
rights of securities that may be purchased by a Fund. The repatriation of both investment income and 
capital from certain emerging market countries is subject to restrictions, such as the need for govern-
mental consents. In situations where a country restricts direct investment in securities (which may occur 
in certain Asian, Latin American and other countries), a Fund may investin such countries through 
other investment funds in such countries. Certain emerging market countries may have privatized, or 
have begun the process of privatizing, certain entities and industries. Privatized entities may lose 
money or be re-nationalized. 

 
Many emerging market countries have experienced currency devaluations, substantial (and, in some 
cases, extremely high) rates of inflation, and economic recessions. These circumstances have had 
a negative effect on the economies and securities markets of those emerging market countries. 
Economies in emerging market countries generally are dependent upon commodity prices and inter-
national trade and, accordingly, have been, and may continue to be, affected adversely by the econ-
omies of their trading partners, trade barriers, exchange controls, managed adjustments in relative 
currency values and other protectionist measures imposed or negotiated by the countries with which 
they trade. As a result, emerging market countries are particularly vulnerable to downturns of the world 
economy. The 2008-2009 global financial crisis tightened international credit supplies and weakened 
the global demand for their exports. As a result, certain of these economies faced significant eco-
nomic difficulties, which caused some emerging market economies to fall into recession. Recovery 
from such conditions may be gradual and/or halting as weak economic conditions in developed mar-
kets may continue to suppress demand for exports from emerging market countries. 



91  

Many emerging market countries are subject to a substantial degree of economic, political and social 
instability. Governments of some emerging market countries are authoritarian in nature or have been 
installed or removed as a result of military coups, while governments in other emerging market coun-
tries have periodically used force to suppress civil dissent. Disparities of wealth, the pace and suc-
cess of democratization, and ethnic, religious and racial disaffection, among other factors, have also 
led to social unrest, violence and/or labour unrest in some emerging market countries. Many emerg-
ing market countries have experienced strained international relations due to border disputes, histori-
cal animosities or other defence concerns. These situations may cause uncertainty in the markets 
and may adversely affect the performance of these economies. Unanticipated political or social de-
velopments may result in sudden and significant investment losses. Investing in emerging market 
countries involves greater risk of loss due to expropriation, nationalization, confiscation of assets and 
property or the imposition of restrictions on foreign investments and on repatriation of capital invested. 
As an example, in the past some Eastern European governments have expropriated substantial amounts 
of private property, and many claims of the property owners have never been fully settled. There is 
no assurance that similar expropriations will not occur in other emerging market countries, including 
China. 

 
As a result of heightened geopolitical tensions, various countries have imposed economic sanctions, 
imposed non-trade barriers and renewed existing economic sanctions on specific emerging markets 
and on issuers within those markets. These non-trade barriers consist of prohibiting certain securities 
trades, prohibiting certain private transactions in certain sectors and with respect to certain companies, 
asset freezes, and prohibition of all business, against certain individuals and companies.The United 
States and other nations or international organizations may impose additional, broader economic 
sanctions or take other actions that may adversely affect certain emerging markets in thefuture. 
These actions, any future sanctions or other actions, or even the threat of further sanctions or other 
actions, may negatively affect the value and liquidity of a Fundôs investments. For example,a Fund 
may be prohibited from investing in securities issued by companies subject to such sanctions. In 
addition, sanctions may require a Fund to freeze its existing investments, prohibiting a Fund from 
buying, selling or otherwise transacting in these investments. Also, if an affected security is included 
in a Fund's Index, a Fund may, where practicable, seek to eliminate its holdings of the affected se-
curity by employing or augmenting its representative sampling strategy to seek to track the invest-
ment results of the Index. The use of (or increased use of) a representative sampling strategy may 
increase a Fundôs tracking error risk. Actions barring some or all transactions with a specific company 
will likely have a substantial, negative impact on the value of such companyôs securities. These sanc-
tions may also lead to changes in a Fundôs Index. A Fundôs index provider may remove securities 
from the Index or implement caps on the securities of certain issuers that have been subject to recent 
economic sanctions. In such an event, it is expected that a Fund will rebalance its portfolio to bring 
it in line with its Index as a result of any such changes, which may result in transaction costs and 
increased tracking error. A Fundôs investment in emerging market countries may also be subject to 
withholding or other taxes, which may be significant and may reduce the return to a Fund from an 
investment in such countries. 

 
Settlement and clearance procedures in emerging market countries are frequently less developed 
and reliable than those in the United States and may involve a Fundôs delivery of securities before 
receipt of payment for their sale. In addition, significant delays may occur in certain markets in reg-
istering the transfer of securities. Settlement, clearance or registration problems may make it more 
difficult for a Fund to value its portfolio securities and could cause a Fund to miss attractive invest-
ment opportunities, to have a portion of its assets uninvested or to incur losses due to the failure of 
a counterparty to pay for securities a Fund has delivered or a Fundôs inability to complete its con-
tractual obligations because of theft or other reasons. In addition, local agents and depositories are 
subject to local standards of care that may not be as rigorous as developed countries. Governments 
and other groups may also require local agents to hold securities in depositories that are not subject 
to independent verification. The less developed a countryôs securities market, the greater the risk to 
a Fund. 

 
The creditworthiness of the local securities firms used by a Fund in emerging market countries may 
not be as sound as the creditworthiness of firms used in more developed countries. As a result, a 
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Fund may be subject to a greater risk of loss if a securities firm defaults in the performance of its 
responsibilities. 

 
A Fundôs use of foreign currency management techniques in emerging market countries may be 
limited. Due to the limited market for these instruments in emerging market countries, all or a signif-
icant portion of a Fund's currency exposure in emerging market countries may not be covered by 
such instruments. 

 
Rising interest rates, combined with widening credit spreads, could negatively impact the value of 
emerging market debt and increase funding costs for foreign issuers. In such a scenario, foreign 
issuers might not be able to service their debt obligations, the market for emerging market debt could 
suffer from reduced liquidity, and a Fund could lose money. 

 
Certain issuers in emerging market countries may utilize share blocking schemes. Share blocking 
refers to a practice, in certain foreign markets, where voting rights related to an issuer's securities 
are predicated on these securities being blocked from trading at the custodian or sub-custodian level, 
for a period of time around a shareholder meeting. These restrictions have the effect of barring the 
purchase and sale of certain voting securities within a specified number of days before and, in certain 
instances, after a shareholder meeting where a vote of shareholders will be taken. Share blocking 
may prevent a Fund from buying or selling securities for a period of time. During the time that shares 
are blocked, trades in such securities will not settle. The blocking period can last up to several weeks. The 
process for having a blocking restriction lifted can be quite onerous with the particular requirements 
varying widely by country. In addition, in certain countries, the block cannot be removed. As a result 
of the ramifications of voting ballots in markets that allow share blocking, the Investment Manager, 
on behalf of a Fund, reserves the right to abstain from voting proxies in those markets. 

 
Risk of Investing in Finland 

 

Investment in Finnish issuers involves risks that are specific to Finland, including, legal, regulatory, 
political, currency, security and economic risks. Finlandôs economy, among other things, depends on 
imported raw materials, energy and components for its manufactured products. As a result, Finland 
is dependent on trading relationships with certain key trading partners, including Germany, Sweden 
and other EU countries, as well as Russia. Metals, engineering and timber are Finlandôs main indus-
tries, and major exports include electronics and machinery. Finlandôs reliance on these sectors 
makes it vulnerable to economic downturns in, among other sectors, the technology and industrials 
sectors. Finlandôs economy is facing demographic challenges, including an aging population, that 
could lead to labour supply shortages in the near future. 

 
Risk of Investing in France 

 

Investment in French issuers may subject a Fund to legal, regulatory, political, currency, security, 
and economic risk specific to France. During the 2008-2009 financial crisis, the French economy, 
along with certain other EU economies, experienced a significant economic slowdown. Concerns 
emerged in relation to the economic health of the EU have previously led to tremendous downward 
pressure on certain EU member states, including France. Interest rates on Franceôs debt may rise to 
levels that make it difficult for it to service high debt levels without significant financial help from, 
among others, the European Central Bank and could potentially result in default. In addition, the 
French economy is dependent to a significant extent on the economies of certain key trading part-
ners, including Germany and other Western European countries. Reduction in spending on French 
products and services, or changes in any of the economies may cause an adverse impact on the 
French economy. In addition, France has been subject to acts of terrorism, which has created a climate 
of insecurity that has been detrimental to tourism and may lead to further adverse economic conse-
quences. The French economy is dependent on exports from the agricultural sector. Leading agri-
cultural exports include dairy products, meat, wine, fruit and vegetables, and fish. As a result, the 
French economy is susceptible to fluctuations in demand for agricultural products. 
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Risk of Investing in Frontier Markets 
 

Generally, frontier markets are classified as such by having have extremely limited size and/or liquid-
ity, limited access to foreign ownership, limitations on capital inflows/outflows and/or limited efficiency 
of operational framework. Frontier countries generally have smaller economies or less developed 
capital markets than traditional emerging markets, and, as a result, the risks of investing in emerging 
market countries are magnified in frontier countries. The economies of frontier countries are less cor-
related to global economic cycles than those of their more developed counterparts and their markets 
have low trading volumes and the potential for extreme price volatility and illiquidity. This volatility 
may be further heightened by the actions of a few major investors. For example, a substantial in-
crease or decrease in cash flows of mutual funds investing in these markets could significantly affect 
local stock prices and, therefore, the price of Fund Shares. These factors make investing in frontier 
countries significantly riskier than in other countries and any one of them could cause the price of a 
Fundôs Shares to decline. 

 
Governments of many frontier countries in which a Fund may invest may exercise substantial influ-
ence over many aspects of the private sector. In some cases, the governments of such frontier coun-
tries may own or control certain companies. Accordingly, government actions could have a significant 
effect on economic conditions in a frontier country and on market conditions, prices and yields of 
securities in a Fundôs portfolio. Moreover, the economies of frontier countries may be heavily depend-
ent upon international trade and, accordingly, have been and may continue to be, adversely affected 
by trade barriers, exchange controls, managed adjustments in relative currency values and other pro-
tectionist measures imposed or negotiated by the countries with which they trade. These economies 
also have been and may continue to be adversely affected by economic conditions in the countries 
with which they trade. 

 
Certain foreign governments in countries in which a Fund may invest levy withholding or other taxes 
on dividend and interest income. Although in some countries a portion of these taxes are recovera-
ble, the non-recovered portion of foreign withholding taxes will reduce the income received from in-
vestments in such countries. 

 
From time to time, certain of the companies in which a Fund may invest may operate in, or have 
dealings with, countries subject to sanctions or embargoes imposed by European governments and 
the United Nations and/or countries identified by European governments as state sponsors of terror-
ism. A company may suffer damage to its reputation if it is identified as a company which operates 
in, or has dealings with, countries subject to sanctions or embargoes imposed by European govern-
ments and the United Nations and/or countries identified by European governments as state spon-
sors of terrorism. If an investor in such companies, a Fund will be indirectly subject to those risks. 

 
Investment in equity securities of issuers operating in certain frontier countries is restricted or con-
trolled to varying degrees. These restrictions or controls may at times limit or preclude foreign invest-
ment in equity securities of issuers operating in certain frontier countries and increase the costs and 
expenses of a Fund. Certain frontier countries require governmental approval prior to investments 
by foreign persons, limit the amount of investment by foreign persons in a particular issuer, limit the 
investment by foreign persons only to a specific class of securities of an issuer that may have less 
advantageous rights than the classes available for purchase by domiciliaries of the countries and/or 
impose additional taxes on foreign investors. Certain frontier countries may also restrict investment 
opportunities in issuers in industries deemed important to national interests. 

 
Frontier countries may require governmental approval for the repatriation of investment income, cap-
ital or the proceeds of sales of securities by foreign investors, such as a Fund. In addition, if deterio-
ration occurs in a frontier countryôs balance of payments, the country could impose temporary re-
strictions on foreign capital remittances. A Fund could be adversely affected by delays in, or a refusal 
to grant, any required governmental approval for repatriation of capital, as well as by the application 
to a Fund of any restrictions on investments. Investing in local markets in frontier 
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countries may require a Fund to adopt special procedures, or seek local government approvals or 
take other actions, each of which may involve additional costs to a Fund. 

 
Risk of Investing in Germany 

 

Investment in German issuers subjects a Fund to legal, regulatory, political, currency, security, and 
economic risks specific to Germany. Recently, new concerns have emerged in relation to the eco-
nomic health of the EU. These concerns have led to downward pressure on the earnings of certain 
financial institutions, including German financial services companies. Germany has a large export-
reliant manufacturing and industrials sector and the German economy is dependent to a significant 
extent on the economies of certain key trading partners, including the Netherlands, China, the U.S., 
the U.K., France, Italy and other European countries. Reduction in spending on German products 
and services, or a decline in any of the economies may have an adverse impact on the German 
economy. In addition, heavy regulation of labour, energy and product markets in Germany may have 
an adverse impact on German issuers. Such regulations may negatively impact economic growth or 
cause prolonged periods of recession. 

 
Risk of Investing in Greece 

 

Greeceôs economy is heavily dependent on the services sector and has a large public sector. Key 
trading partners are member states of the European Union ("EU"), most notably Germany, Spain, 
Italy and the United Kingdom. Decreasing demand for Greek products and services or changes in 
governmental regulations on trade may have a significantly adverse effect on Greeceôs economy. 
Greece and many of the Western European developed nations are member states of the EU. As a 
result, these member states are dependent upon one another economically and politically. The 
Treaty of Lisbon has further heightened the degree of economic and political inter-dependence. This 
and other political or economic developments could cause market disruptions and affect adversely 
the values of securities held by a Fund. 

 
Greece has experienced periods of high, persistent unemployment. Economic competitiveness has 
also decreased in recent years, and structural weaknesses exist that could hamper growth and re-
duce competitiveness further. The long-term credit assessment is not favourable for Greece, and 
serious problems persist with regard to public finances and excessive debt levels. During the early 
2000s, the Greek government consistently and deliberately misreported its financial situation and 
economic statistics in order to maintain the appearance of falling within the guidelines of the mone-
tary union. This practice allowed the Greek government to spend beyond their means while conceal-
ing the actual deficit levels from the rest of the EU. Greeceôs ability to repay its sovereign debt is in 
question, and the possibility of default is not unlikely, which could affect its ability to borrow in the 
future. Greece has been required to impose harsh austerity measures on its population in order to 
receive financial aid from the IMF and EU member countries. These austerity measures have also 
led to social uprisings within Greece, as citizens have protested ï at times violently ï the actions of 
their government. The success of political parties in Greece opposed to austeritymeasures may in-
crease the possibility that Greece would rescind these austerity measures and consequently fail to 
receive further financial aid from these institutions. The persistence of these factors may seriously 
reduce the economic performance of Greece and pose serious risks for the countryôs economy in 
the future. There is the possibility that Greece may exit the European MonetaryUnion, which would 
result in immediate devaluation of the Greek currency and potential for default. If this were to occur, 
Greece would face significant risks related to the process of full currency redenomination as well as 
the resulting instability of the Euro zone in general, which would have a severe adverse effect on the 
value of the securities held by a Fund. 

 
Greece applies foreign ownership limits in certain sectors, particularly with regard to national strate-
gically sensitive companies, such as those that administer national infrastructure networks (e.g., tel-
ecommunications). Pre-approval from an inter-ministerial committee is required if an investor is to raise 
its stake in a national strategically sensitive company beyond 20 percent, a policy which may con-
tinue in the future. 
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In 2015, subsequent to a negotiation period that led to the imposition of capital controls and the 
closure of the Athens Exchange, Greece received funding from the IMF and the Eurozone. This 
economic program required significant additional financial austerity measures from the Greek gov-
ernment. Greece exited from the IMF bailout program in 2018. 

 
Greece has begun to show signs of recovery and growth. However, political uncertainty or fiscal 
instability, including budgetary constraints, elections, an uptick in social upheaval, or a global slow-
down in growth, could threaten to stymie a domestic recovery. It remains possible that future eco-
nomic troubles in Greece may result in defaults by the Greek government, the implementation of ad-
ditional or extended capital controls (including the closure of the Athens Exchange for an extended 
period of time), and the possibility that Greece may exit the European Monetary Union, which would 
result in immediate devaluation of the Greek currency. Each of these scenarios has potential impli-
cations to the markets and may negatively and materially affect the value of a Fundôs investments. 

 
The closure, and any related suspension of clearance and settlement mechanisms, of the Athens 
Exchange could prevent a Fund from buying, selling, or transferring securities traded on the Athens 
Exchange. During any closure of the Athens Exchange, a Fund will fair value its security holdings for 
which current market valuations are not currently available using fair value pricing pursuant to the 
pricing policy and procedures approved by a Fundôs Board of Trustees. In such a situation, it is 
possible that a Fundôs market price could significantly deviate from its NAV. In addition, any closure 
of the Athens Exchange, and the related unavailability of current market quotations for securities 
contained in the Index could cause a Fundôs NAV to have increased tracking error with respect to a 
Fundôs Index and could also affect the calculation of a Fundôs indicative optimized portfolio value. 

 
Risk of Investing in Hong Kong 

 

A Fundôs investment in Hong Kong issuers may subject a Fund to legal, regulatory, political, currency, 
security, and economic risk specific to Hong Kong. China is Hong Kongôs largest trading partner, both 
in terms of exports and imports. Any changes in the Chinese economy, traderegulations or currency 
exchange rates may have an adverse impact on Hong Kongôs economy 

 
Political and Social Risk 

 

Hong Kong reverted to Chinese sovereignty on July 1, 1997 as a Special Administrative Region of 
the Peopleôs Republic of China under the principle of ñone country, two systems.ò Although China is 
obligated, under the Sino-British Joint Declaration it signed in 1984, to maintain the current capitalist 
economic and social system of Hong Kong through June 30, 2047, the continuation of economic and 
social freedoms enjoyed in Hong Kong is dependent on the government of China. Since 1997, there 
have been tensions between the Chinese government and many people in Hong Kong who perceive 
China as tightening its control over Hong Kongôs semi-autonomous liberal political, economic, legal, 
and social framework. Recent protests and unrest have increased tensions even further. Due to the 
interconnected nature of the Hong Kong and Chinese economies, this instability in Hong Kong may 
cause uncertainty in the Hong Kong and Chinese markets. 

 
Economic Risk 

 

The economy of Hong Kong is closely tied to the economy of China. The Chinese economy has 
grown rapidly during the past several years and there is no assurance that this growth rate will be 
maintained. China may experience substantial rates of inflation or economic recessions, causing a 
negative effect on the economy and securities market. Delays in enterprise restructuring, slow de-
velopment of well-functioning financial markets and widespread corruption have also hindered per-
formance of the Chinese economy, and China continues to receive substantial pressure from trading 
partners to liberalize official currency exchange rates. 

 
Risk of Investing in Hungary 
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Hungary has suffered significantly from the recent economic recession due to a high dependence on 
foreign capital to finance its economy and some of the highest public debt levels in Europe. Several 
years ago Hungary received a bailout package from the IMF that has resulted in additional austerity 
measures to reign in excessive government debt. Despite moving towards a market oriented econ-
omy with greater liberalization, many state-owned enterprises have yet to be privatized and have re-
duced competition and advancement in some industries. While the government has moved forward 
with some market centred reforms, there are no assurances that the government will not resort to 
measures such as capital controls for foreign investors. Continued government involvement in the 
economy is a risk that should be taken into consideration and may negatively impact Hungaryôs eco-
nomic growth. 

 
Hungaryôs currency has demonstrated low stability rates, and large fluctuations in the value of its 
currency may have a negative impact on companies that operate in Hungary. A dependence on 
Russian energy imports may further exacerbate these risks. 

 
Key structural weaknesses such as a high and persistent unemployment rate are also hindering the 
growth of the economy, and labour reforms may be needed to resolve issues that exist in the labour 
market. Hungary also has relatively low investment rate as well as low export growth, and is instead 
dependent on domestic consumption for a disproportionate amount of its GDP. This reliance on con-
sumption may reduce the growth potential for companies operating in Hungary. 

 
Risk of Investing in India 

 

India is an emerging market country and exhibits significantly greater market volatility from time to 
time in comparison to more developed markets. Political and legal uncertainty, greater government 
control over the economy, currency fluctuations or blockage, and the risk of nationalization or expro-
priation of assets may result in higher potential for losses. 

 
Moreover, governmental actions can have a significant effect on the economic conditions in India, 
which could adversely affect the value and liquidity of a Fundôs investments. In November of 2016, 
the Indian government eliminated certain large denomination cash notes as legal tender, causing 
uncertainty in certain financial markets. The securities markets in India are comparatively underde-
veloped, and stockbrokers and other intermediaries may not perform as well as their counterparts in 
the United States and other more developed securities markets. The limited liquidity of the Indian 
securities markets may also affect a Fundôs ability to acquire or dispose of securities at the price and 
time that it desires. 

 
 
 

Global factors and foreign actions may inhibit the flow of foreign capital on which India is dependent 
to sustain its growth. In addition, the Reserve Bank of India (ñRBIò) has imposed limits on foreign 
ownership of Indian securities, which may decrease the liquidity of a Fundôs portfolio and result in 
extreme volatility in the prices of Indian securities. These factors, coupled with the lack of extensive 
accounting, auditing and financial reporting standards and practices, as compared to Europe, may 
increase a Fundôs risk of loss. 

 
Further, certain Indian regulatory approvals, including approvals from the Securities and Exchange 
Board of India (ñSEBIò), the RBI, the central government and the tax authorities (to the extent that 
tax benefits need to be utilized), may be required before a Fund can make investments in the secu-
rities of Indian companies. Capital gains from Indian securities may be subject to local taxation. 

 
Risk of Investing in Indonesia 

 

Investment in Indonesian issuers involves risks that are specific to Indonesia, including legal, 
regulatory, political, security and economic risks. The securities markets of Indonesia are 
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underdeveloped and are often considered to be less correlated to global economic cycles than those 
markets located in more developed countries. As a result, securities markets in Indonesia are subject 
to greater risks associated with market volatility, lower market capitalisation, lower trading volume, 
illiquidity, inflation, greater price fluctuations, uncertainty regarding the existence of trading markets, 
governmental control and heavy regulation of labour and industry. Moreover, trading on securities 
markets may be suspended altogether. The government in Indonesia may restrict or control to vary-
ing degrees the ability of foreign investors to invest in securities of issuers located or operating in 
Indonesia. These restrictions and/or controls may at times limit or prevent foreign investment in se-
curities of issuers located or operating in Indonesia. These factors, among others, make investing in 
issuers located or operating in Indonesia significantly riskier than investing in issuers located or op-
erating in more developed countries, and any one of them could cause a decline in the value of a 
Fundôs Shares. The value of the Indonesian Rupiah may be subject to a high degree of fluctuation. 
A Fundôs exposure to the Indonesian Rupiah and changes in value of the Indonesian Rupiah versus 
the euro may result in reduced returns for a Fund. The Indonesian economy, among other things, is 
dependent upon external trade with other economies, specifically China, Japan, Singapore and the 
United States. In the past, Indonesia has experienced acts of terrorism, predominantly targeted at 
foreigners. Such acts of terrorism have had a negative impact on tourism, an important sector of the 
Indonesian economy. 

 
Risk of Investing in Israel 

 

Investment in securities of Israeli issuers involves risks that may negatively affect the value of your 
investment in a Fund. Among other things, Israelôs economy depends on imports of certain key items, 
such as crude oil, natural gas, coal, grains, raw materials, and military equipment. The economy is 
also dependent upon external trade with other economies, notably the U.S., China, Japan, Canada 
and EU countries. The government of Israel may change the way in which Israeli companies are 
taxed, or may impose taxes on foreign investment. Such actions could have a negative impact on 
the overall market for Israeli securities and on a Fund. 

 
Israelôs relations with the Palestinian Authority and certain neighbouring countries such as Lebanon, 
Syria and Iran, among others, have at times been strained due to territorial disputes, historical ani-
mosities or security concerns, which may cause uncertainty in the Israeli markets and adversely 
affect the overall economy. Furthermore, Israelôs economy is heavily dependent upon trade relation-
ships with key counterparties around the world. Any reduction in these trade flows may have an ad-
verse impact on a Fundôs investments. 

 
Terrorist groups, such as Hezbollah and Hamas, operate in close proximity to Israelôs borders and 
frequently threaten Israel with attack. Since 2013, the region has seen the growth of the ñIslamic 
Stateò and increased internal hostilities in Iraq. The establishment of fundamentalist Islamic regimes 
or governments that are hostile to Israel could have serious consequences for the peace and stability of 
the region, place additional political, economic and military confines upon Israel, materially adversely 
affect the operations of Israeli issuers and limit such issuersô ability to sell products abroad. Actual hos-
tilities or the threat of future hostilities may cause significant volatility in the share price of companies 
based in or having significant operations in Israel. 

 
Risk of Investing in Italy 

 

Investment in Italian issuers subjects a Fund to legal, regulatory, political, currency, and economic 
risks specific to Italy. Italyôs economy is dependent upon external trade with other economies, spe-
cifically Germany, France, other Western European developed countries and the United States. As a 
result, Italy is dependent on the economies of these other countries and any change in the price or 
demand for Italyôs exports may have an adverse impact on its economy. Recently, the Italian econ-
omy, along with certain other European economies, has experienced significant volatility and ad-
verse trends due to concerns about economic downturn and rising government debt levels. Interest 
rates on Italyôs debt may rise to levels that may make it difficult for it to service high debt levels 
without significant financial help from the EU and could potentially lead to default. These events have 
adversely impacted the Italian economy, causing credit agencies to lower Italyôs 
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sovereign debt rating and could decrease outside investment in Italian companies. Secessionist 
movements, such as the Catalan movement in Spain and the independence movement in Scotland, 
may have an adverse effect on the Italian economy. 

 
Risk of Investing in the Ivory Coast 

 

The Ivory Coast has faced a number of civil wars, including as recently as 2011. The economy of the 
Ivory Coast is heavily dependent on trade with neighbouring African nations. In recent years, the Ivory 
Coast has been subject to greater competition and falling prices in the global marketplacefor coffee 
and cocoa, its primary agricultural crops. Internal corruption poses a threat to sustained economic 
growth. 

 
Risk of Investing in Japan 

 

Japan may be subject to political, economic, nuclear, and labour risks, among others. Any of these 
risks, individually or in the aggregate, can impact an investment made in Japan. 

 
Economic Risk 

 

The growth of Japanôs economy has recently lagged that of its Asian neighbours and other major 
developed economies. Since the year 2000, Japanôs economic growth rate has remained relatively 
low, and it may remain low in the future. The Japanese economy is heavily dependent on interna-
tional trade and has been adversely affected by trade tariffs, other protectionist measures, competi-
tion from emerging economies and the economic conditions of its trading partners. Japan is also 
heavily dependent on oil and other commodity imports, and higher commodity prices could therefore 
have a negative impact on the Japanese economy. 

 
Political Risk 

 

Historically, Japan has had unpredictable national politics and may experience frequent political turn-
over. Future political developments may lead to changes in policy that might adversely affect a 
Fundôs investments. In addition, China has become an important trading partner with Japan. Japanôs 
political relationship with China, however, has become strained. Should political tension increase, it 
could adversely affect the Japanese economy and destabilize the region as a whole. 

 
Large Government and Corporate Debt Risk 

 

The Japanese economy faces several concerns, including a financial system with large levels of 
nonperforming loans, over-leveraged corporate balance sheets, extensive cross-ownership by major 
corporations, a changing corporate governance structure, and large government deficits. These is-
sues may cause a slowdown of the Japanese economy. 

 
Currency Risk 

 

The Japanese yen has fluctuated widely at times and any increase in its value may cause a decline 
in exports that could weaken the Japanese economy. Japan has, in the past, intervened in the cur-
rency markets to attempt to maintain or reduce the value of the yen. Japanese intervention in the 
currency markets could cause the value of the yen to fluctuate sharply and unpredictably and could 
cause losses to investors. 

 
Nuclear Energy Risk 

 

The nuclear power plant catastrophe in Japan in March 2011 may have long-term effects on the 
Japanese economy and its nuclear energy industry, the extent of which are currently unknown. 
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Labor Risk 
 

Japan has an aging workforce and has experienced a significant population decline in recent years. 
Japanôs labour market appears to be undergoing fundamental structural changes, as a labour market 
traditionally accustomed to lifetime employment adjusts to meet the need for increased labour mo-
bility, which may adversely affect Japanôs economic competitiveness. 

 
Security Risk 

 

Japan's relations with its neighbours, particularly China, North Korea, South Korea and Russia, have 
at times been strained due to territorial disputes, historical animosities and defence concerns. Most 
recently, the Japanese government has shown concern over the increased nuclear and military ac-
tivity by North Korea and China. Strained relations may cause uncertainty in the Japanese markets and 
adversely affect the overall Japanese economy, particularly in times of crisis. 

 
Risk of Investing in Kazakhstan 

 

Kazakhstanôs economy is a resource-based economy that is heavily dependent on the export of 
natural resources. Fluctuations in certain commodity markets or sustained low prices for its exports 
could have a significant, adverse effect on Kazakhstanôs economy. 

 
Kazakhstan is a presidential republic but maintains several authoritarian characteristics including 
involvement in the economy. While Kazakhstan has recently pursued economic reform and liberali-
zation of many areas in the economy, there is no guarantee that the government will not become 
directly involved in aspects of the economy in the future. 

 
Due to the recent rise in many commodities prices, one major concern for Kazakhstan is managing 
inflationary pressures from strong foreign currency inflows. Significant increases in inflation would 
have a negative impact on companies in Kazakhstan and would have an adverse impact on a Fund. 

 
Risk of Investing in Kuwait 

 

Like most Middle Eastern governments, the federal government of Kuwait exercises substantial in-
fluence over many aspects of the private sector. The situation is exacerbated by the fact that Kuwait is 
governed by a constitutional monarchy and many residents in Kuwait do not hold Kuwaiti citizenship 
and therefore cannot vote. Governmental actions in the future could have a significant effect on 
economic conditions in Kuwait, which could affect private sector companies and a Fund, as well as 
the value of securities in a Fundôs portfolio. Recently, Kuwait has experienced anti- government pro-
tests. If the current Kuwaiti government were to change or become unable to function, any resulting 
instability could adversely affect the Kuwaiti economy. 

 
While Kuwait has actively developed industries ranging from industrials to financial services, the 
government and economy is largely dependent on oil revenue as it is a tax-free country. A sustained 
decrease in commodity prices could have a significant negative impact on all aspects of the economy 
of Kuwait. The climate of Kuwait significantly limits its agricultural development as well as production 
of non-oil commodities. Rising prices for food and other imports could have an adverse effect on 
Kuwaitôs economy and contribute to social unrest in the country. 

 
Although the political situation in Kuwait is largely stable, there remains the possibility that instability 
in the larger Middle East region could adversely impact the economy of Qatar. Recent political insta-
bility and protests in North Africa and the Middle East have caused significant disruptions to many 
industries. Continued political and social unrest in these areas may negatively affect the value of your 
investment in a Fund. Kuwait and surrounding regions have a history of ethnic unrest and conflict. If 
conflict were to renew in the future, it could have a significant adverse impact on a Fund. 
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Certain issuers located in Kuwait in which a Fund may invest may operate in, or have dealings with, 
countries subject to sanctions and/or embargoes imposed by the U.S. government and the United 
Nations and/or countries identified by the U.S. government as state sponsors of terrorism. As a result, 
an issuer may sustain damage to its reputation if it is identified as an issuer which operates in, or 
has dealings with, such countries. A Fund, as an investor in such issuers, will be indirectly subject to 
those risks. 

 
Risk of Investing in Luxembourg 

 

Luxembourgôs economy is heavily dependent on the financials sector, particularly banking and finan-
cial exports. Key trading partners are member states of the EU, most notably Germany, Spain, Italy, 
France and the United Kingdom. Decreasing demand for Luxembourgôs products and services or 
changes in governmental regulations on trade may have a significantly adverse effect on Luxem-
bourgôs economy. Luxembourg and many of the Western European developed nations are member 
states of the EU. As a result, these member states are dependent upon one another economically 
and politically. The recent ratification of the Treaty of Lisbon by EU member states is expected to 
further heighten the degree of economic and political inter-dependence. This and other political or 
economic developments could cause market disruptions and affect adversely the values of securities 
held by a Fund. 

 
Luxembourg is a small, land-locked country that does not have significant natural resources and 
relies mostly on imports to satisfy energy demand. Sustained high prices of certain commodities may 
have a significant, adverse impact on the economy of Luxembourg. 

 
Risk of Investing in Malaysia 

 

Investments in Malaysian issuers involve risks that are specific to Malaysia, including, legal, regula-
tory, political, currency and economic risks. The Malaysian economy, among other things is depend-
ent upon external trade with other economies, including the United States, China, Japan and Singa-
pore. As a result, Malaysia is dependent on the economies of these other countries and any change 
in the price or demand for Malaysian exports may have an adverse impact on the Malaysian economy. 
In addition, the Malaysian economy is heavily focused on export of electronic goods. As a result, 
Malaysiaôs reliance on the electronics sector makes it vulnerable to economic downturns in, among 
other sectors, the technology sector. Volatility in the exchange rate of the Malaysian currency and gen-
eral economic deterioration has previously led to the imposition and then reversal of stringent capital 
controls, a prohibition on repatriation of capital and an indefinite prohibition on free transfers of secu-
rities. There can be no assurance that a similar levy will not be reinstated by Malaysian authorities 
in the future, to the possible detriment of a Fund and its shareholders. Malaysian capital controls 
have been changed in significant ways since they were adopted and without prior warning. There can 
be no assurance that Malaysian capital controls will not be changed in the future in ways that ad-
versely affect a Fund and its shareholders. 

 
Risk of Investing in Mexico 

 

Investment in Mexican issuers involves risks that are specific to Mexico, including regulatory, politi-
cal, and economic risks. The Mexican economy is dependent upon external trade with other econo-
mies, specifically with the United States and certain Latin American countries. As a result, Mexico is 
dependent on, among other things, the U.S. economy and any change in the price or demand for 
Mexican exports may have an adverse impact on the Mexican economy. For example, lower oil 
prices have negatively impacted Petróleos Mexicanos, the Mexican state-owned petroleum company, 
which accounts for a significant percentage of the Mexican governmentôs tax revenue. Recently, 
Mexico has experienced adverse economic impacts as a result of earthquakes and hurricanes, as 
well as outbreaks of violence. Incidents involving Mexicoôs security may have an adverse effect on 
the Mexican economy and cause uncertainty in its financial markets. In the past, Mexico has experi-
enced high interest rates, economic volatility and high unemployment rates. 
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Political and Social Risk 
 

Mexico has been destabilized by local insurrections, social upheavals, drug related violence, and the 
public health crisis related to the H1N1 influenza outbreak. Recurrence of these or similar conditions 
may adversely impact the Mexican economy. Recently, Mexican elections have been contentious 
and have been very closely decided. Changes in political parties or other Mexican political events 
may affect the economy and cause instability. 

 
Currency Instability Risk 

 

Historically, Mexico has experienced substantial economic instability resulting from, among other 
things, periods of very high inflation and significant devaluations of the Mexican currency, the peso. 

 
Relations with the United States 

 

Recent political developments in the U.S. have raised potential implications for the current trade 
arrangements between the U.S. and Mexico, which could negatively affect the value of securities 
held by a Fund. 

 
Risk of Investing in Mongolia 

 

A substantial portion of the Mongolian population lives below the poverty line. Growing inequalities 
and high inflation put the country at risk of experiencing social tensions unless needed structural 
reforms are implemented. International aid accounts for a substantial portion of the countryôs national 
income. The Mongolian economy is dependent on the price of commodities, as minerals represent 
the vast majority of Mongolia's exports. Mongolia is heavily dependent on trade with Russia and 
China. 

 
Risk of Investing in Morocco 

 

Moroccoôs economy is heavily dependent on the services sector and export of commodities. Key 
trading partners are member states of the EU, most notably Germany, Spain, Italy, France and the 
United Kingdom. Decreasing demand for the Moroccoôs products and services or changes in gov-
ernmental regulations on trade may have a significantly adverse effect on Moroccoôs economy. 

 
 
 

Morocco faces high import costs for commodities such as petroleum, and sustained high commodity 
prices could have a significant negative impact on Moroccoôs economy. 

 
Morocco is governed by a constitutional monarchy, giving the King of Morocco significant executive 
powers and the ability to influence many aspects of the economy. Although liberalization in the wider 
economy has brought economic growth, there is no guarantee that this growth will continue or that 
the government will not increase direct involvement in the economy in the future. Governmental ac-
tions in the future could have a significant effect on economic conditions in Morocco, which could 
affect private sector companies and a Fund, as well as the value of securities in a Fundôs portfolio. 

 
Recent political instability and protests in North Africa and the Middle East have caused significant 
disruptions to many industries in the region. Continued political and social unrest in these areas may 
negatively affect the value of your investment in a Fund. 

 
Morocco currently imposes a value-added tax (VAT) on bank fees and commissions, a policy that 
may continue in the future. In Morocco, foreign investment restrictions apply, prior to investment, to 
direct investment in some sensitive industries/sectors such as pharmaceuticals, mining and military 
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where the investor is required to seek the Moroccan authoritiesô prior approval, a policy which may 
continue in the future. 

 
Risk of Investing in the Netherlands 

 

The Netherlandsô economy is heavily dependent on trading relationships with certain key trading 
partners, including Germany, Belgium, the U.K., France and Italy. Future changes in the price or the 
demand for Dutch products or services by these countries or changes in these countriesô economies, 
trade regulations or currency exchange rates could 10 adversely impact the Dutch economy and the 
issuers to which a Fund has exposure. The Dutch economy relies on export of financial services to 
other European countries. European financial markets have since been adversely affected by the 
resulting fiscal crises in Greece, Ireland, Italy, Portugal and Spain. As a result, the Netherlands may 
have trouble accessing capital markets and may be forced to pay higher interest rates on its debt 
than if it did not use the euro as its currency. In addition, the Netherlands may be indirectly exposed 
to the debt of the afore-mentioned countries through its banking sector. Any default by a country that 
uses the euro may therefore have a material adverse effect on the Dutch economy. Secessionist 
movements, such as the Catalan movement in Spain and the independence movement in Scotland, 
may have an adverse effect on the Dutch economy. 

 
Risk of Investing in New Zealand 

 

The New Zealand economy is heavily dependent on exports from the agricultural sector. Leading 
agricultural exports include dairy products, meat, forest products, fruit and vegetables, fish, and wool. 
New Zealand also has substantial reserves of natural gas, coal, and oil. As a result, the New Zealand 
economy is susceptible to fluctuations in demand for agricultural products and certain commodities. 
The New Zealand economy is also becoming increasingly dependent on its growing services indus-
try. 

 
Risk of Investing in Nigeria 

 

While Nigeria currently operates under a Federal Republic system modelled after the U.S. govern-
ment, historically the economic development of Nigeria has been significantly hindered by military 
rule, mismanagement, corruption and ethnic conflict. While the restoration of democracy and eco-
nomic liberalizations are positive steps for the country, there is no guarantee that reforms will be 
effective and that the current method of government will not succumb to similar issues of corruption 
and mismanagement. The Nigerian economy is heavily dependent on oil, and the industry makes up 
a significant portion of Nigeriaôs GDP. During the oil boom of the 1970ôs, Nigeria accumulated signif-
icant foreign debt to finance oil infrastructure developments, only to later default on these interest 
payments when oil prices collapsed in the 1980ôs. A sustained decrease in oil prices could have a 
significant negative impact on all aspects of the economy of Nigeria. In June of 2016, the government 
decided to remove the currency peg in an effort to move toward a more flexible foreign- exchange 
system, which resulted in a significant devaluation in the local currency. The combination of low oil 
prices, declining oil production and the currency devaluation contributed to Nigeria officially entering a 
recession in August 2016. Furthermore, Nigeria has imposed capital controls to varying degrees in 
the past, and even after the move to a more flexible foreign-exchange it may still be difficult to invest 
in companies in Nigeria or repatriate currency, which may negatively impact long- term investment. 
It is also possible that the recent currency devaluation could lead to inflation in the future. Nigeria has 
privatized, certain industries, which may lose money or be re-nationalized. Religious and social con-
flict is present in Nigeria, often resulting in the outbreak of violence, particularly in the Niger Delta, 
which is Nigeriaôs main oil-producing region. Nigeria also suffers from the prevalence of organized 
crime and corruption, which makes it more difficult for citizens and companies to do business in 
Nigeria and has significant impact on the Nigerian economy. The persistence of organized crime and 
corruption may continue to drag on economic growth in the country. Outbreaks of communicable 
diseases in the region may impair Nigeriaôs economic growth. 
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Religious and social conflict is present in Nigeria, often resulting in the outbreak of violence, particu-
larly in the Niger Delta, which is Nigeriaôs main oil-producing region. Several petroleum operators in 
the region have sustained significant attacks from rebels that target refineries and pipelines due to 
conflict over the petroleum rights in the region. The Nigerian population is comprised of diverse reli-
gious, linguistic and ethnic groups, and outlying provinces have, from time to time, proved to be 
resistant of the central governmentôs control. While the Nigerian government has imposed stricter 
penalties on religious violence in many parts of the country, this is no guarantee that an outbreak of 
violence or sustained conflict could not occur in the future. 

 
Nigeria also suffers from the prevalence of organized crime and corruption, which makes it more 
difficult for citizens and companies to do business in Nigeria and has significant impact on the Nige-
rian economy. The persistence of organized crime and corruption may continue to drag on economic 
growth in the country. 

 
Outbreaks of communicable diseases in neighbouring countries has adversely impacted the Nigerian 
economy in the past and may do so again in the future. Securities markets in Nigeria are subject to 
greater risks associated with market volatility, lower market capitalisation, lower trading volume, il-
liquidity, inflation, greater price fluctuations and uncertainty regarding the existence of trading mar-
kets. Moreover, trading on securities markets may be suspended altogether. The governments might 
restrict or control to varying degrees the ability of foreign investors to invest in securities of issuers 
located or operating in Nigeria as well as the repatriation of investment income, capital or the proceeds 
of sales of securities by foreign investors. 

 
Foreign investors may not purchase instruments on the Nigerian Stock Exchange (NSE) ñnegative 
listò which includes companies prospecting in crude oil and companies of a military and defence 
nature, nor government securities (treasury bills and bonds) with a tenor of less than one year, a 
policy which may continue in the future. 

 
Risk of Investing in the Nordic Region 

 

Investments are concentrated in companies in Sweden, Denmark, Norway and Finland. The Nordic 
economies are heavily dependent on natural resources and trade amongst one another and with the 
members of the European Union and have historically maintained generous welfare programs. De-
creasing European imports, new trade regulations, changes in exchange rates, a recession in Eu-
rope, or a slowing of economic growth in this region could have an adverse impact on the securities 
in which a Fund invests. Secessionist movements, such as the Catalan movement in Spain and the in-
dependence movement in Scotland, may have an adverse effect on Nordic economies. Likewise, 
the exit of the United Kingdom from the European Union or other events in Europe could also ad-
versely affect the Nordic countriesô economies. 

 

 
Risk of Investing in Norway 

 

Investments in Norwegian issuers may subject a Fund to legal, regulatory, political, currency, secu-
rity, and economic risks specific to Norway. Norway is a major producer of oil and gas, and Norway's 
economy is subject to the risk of fluctuations on oil and gas prices. The high value of the Norwegian 
krone as compared to other currencies could have a damaging effect on Norwegian exports and 
investments. In recent years, labour costs in Norway have increased faster than those of its major 
trading partners, eroding industrial competitiveness. 

 
Risk of Investing in Pakistan 

 

Pakistanôs economy is heavily dependent on exports. The textile sector of the Pakistani economy 
accounts for an outsized portion of exports, comprising two-thirds of export income. Any changes in 
the sector could have an adverse impact on the Pakistani economy. Pakistanôs key trading and for-
eign investment partner is the United States. Reduction in spending on Pakistani products and 
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services, or changes in the U.S. economy, foreign policy, trade regulation or currency exchange rate 
may adversely impact the Pakistani economy. Pakistan has periodically received and currently re-
ceives financing and aid from other countries and multilateral organizations. There is no guarantee 
that international assistance will continue in the future, which could have a materially adverse impact 
on the Pakistani economy. A growing national debt and current-account deficit could also contribute 
to a slowdown in overall growth. 

 
Pakistanôs economy is susceptible to a substantial degree to economic, political and social instability. 
There remains the possibility that macroeconomic and structural reforms can be slowed or reversed 
by political instability. The Pakistani population is comprised of diverse religious, linguistic and ethnic 
groups, and outlying provinces have, from time to time, proved to be resistant of the central govern-
mentôs control. Recently, acts of terrorism and armed clashes between Pakistani troops, local tribes-
men, the Taliban and foreign extremists in the Swat Valley and the Waziristan area have resulted in 
substantial casualties, population displacement and civil unrest. Pakistan, a nuclear power, also has 
a history of hostility with neighbouring countries, most notably with India, also a nuclear power, in-
cluding conflicts over the disputed Kashmir region. The tensions between the two nations have 
spiked in the past in the form of armed conflict between the national armies and non- state-sponsored 
acts of terrorism. Unanticipated social, political and economic developments in the Pakistan could 
result in substantial investment losses. There is also the possibility of nationalization, expropriation or 
confiscatory taxation, political changes, government regulation or diplomatic developments (includ-
ing war or terrorist attacks) which could affect adversely the economy of Pakistan or the value of a 
Fundôs investments. In addition, recent political instability and protests in North Africa and the Middle 
East have caused significant disruptions to many industries. Continued political and social unrest in 
these areas may negatively affect the value of your investment in a Fund. 

 
Securities markets in Pakistan are subject to greater risks associated with market volatility, lower 
market capitalisation, lower trading volume, illiquidity, inflation, greater price fluctuations and uncer-
tainty regarding the existence of trading markets. For example, the Karachi Stock Exchange intro-
duced new trading rules and restrictions in June 2008 as the equity market was rapidly declining, which 
created uncertainty among investors and was followed by further, significant market declines. More-
over, trading on securities markets may be suspended altogether. The governments might restrict or 
control to varying degrees the ability of foreign investors to invest in securities of issuers located or 
operating in Pakistan as well as the repatriation of investment income, capital or the proceeds of 
sales of securities by foreign investors. Capital gains from Pakistani securities may be subject to 
local taxation. 

 
Many Asian countries, including Pakistan, are prone to frequent typhoons, damaging floods, earth-
quakes and/or other natural disasters, which may adversely impact their economies. Recent flooding 
in Pakistan has had a damaging social and economic effect on the country. Pakistanôs economy, in 
particular, is more reliant on agriculture than the U.S. economy and is therefore more susceptible to 
adverse changes in weather. 

 
Political tension between Pakistan and the U.S. has increased recently over the potential harbouring 
of terrorists and continued effects of U.S. involvement in neighbouring countries such as Afghanistan. 
Any deterioration in the relationship between Pakistan and the U.S. could have a negative effect on 
Pakistanôs economy. 

 
Risk of Investing in Peru 

 

Peru has historically experienced high rates of inflation and may continue to do so in the future. An 
increase in prices for commodities, the depreciation of Peruvian currency and potential future gov-
ernment measures seeking to maintain the value of the currency in relation to other currencies, may 
trigger increases in inflation in Peru and may also slow the rate of growth of its economy. Possibility 
of political instability may cause uncertainty in the Peruvian stock market and in the stock markets of 
other countries in which a Fund invests (such as Chile) and as a result, negatively impact issuers to 
which a Fund has exposure. In addition, the market for Peruvian securities is directly 



105  

influenced by the flow of international capital and economic and market conditions of certain 
countries, especially other emerging market countries in Central and South America. 

 
Risk of Investing in the Philippines 

 

The Philippine economy, among other things, is dependent upon external trade with other key trading 
partners, specifically China, Japan and the United States. As a result, the Philippines is dependent 
on the economies of these other countries and any change in the price or demand for Philippine 
exports may have an adverse impact on its economy. In addition, the geopolitical conflict created by 
Chinaôs claims in the South China Sea has created diplomatic tension and may adversely affect the 
Philippine economy. The Philippine economy is particularly dependent on exports of electronics and 
semiconductor devices. The Philippinesô reliance on these sectors makes it vulnerable to economic 
downturns in, among other sectors, the technology sector. The purchase of shares of Philippine 
corporations through the Philippine Stock Exchange is subject to a stock transaction tax of one-half 
of 1% of gross selling price. If the listed shares do not meet a minimum public float, a capital gains 
tax of up to 10% may apply although a Fund if it were to purchase such securities does not expect 
to be liable for such capital gains tax under an applicable tax treaty. In-kind transfers of stock may 
be subject to documentary stamp tax of .75 Philippine pesos per 200 Philippine pesos of par value. 

 
Risk of Investing in Poland 

 

Polandôs economy, among other things, is dependent upon the export of raw materials and consumer 
goods. As a result, Poland is dependent on trading relationships with certain key trading partners, 
including Germany and other European Union countries. Polandôs economy, like most other econo-
mies in Eastern Europe, remains relatively underdeveloped and can be particularly sensitive to po-
litical and economic developments. 

 
Risk of Investing in Portugal 

 

Portugal is a mixed economy but is heavily dependent on the services sector. Key trading partners 
are member states of the EU, most notably Germany, Spain, Italy and the United Kingdom. Decreas-
ing demand for Portuguese products and services or changes in governmental regulations on trade 
may have a significantly adverse effect on Portugalôs economy. Portugal and many of the Western 
European developed nations are member states of the EU. As a result, these member states are 
dependent upon one another economically and politically. The Treaty of Lisbon by EU has further 
heightened the degree of economic and political inter-dependence. This and other political or eco-
nomic developments could cause market disruptions and affect adversely the valuesof securities held by 
a Fund. Secessionist movements, such as the Catalan movement in Spain and the independence 
movement in Scotland, may have an adverse effect on the Portuguese economy. 

 
 
 

Portugal has experienced recent periods of high, persistent unemployment. Economic competitive-
ness has also decreased in recent years, and structural weaknesses exist that could hamper growth 
and reduce competitiveness further. The long-term credit assessment is not favourable for Portugal, 
and serious problems persist with regard to public finances and excessive debt levels. Portugal has 
previously received financial assistance from the IMF and the European Financial Stability Facility, 
demonstrating the severity of its public finance issues. Persistently high debt or a need for continued 
financial assistance from outside sources present potential risks for the Portuguese economy. 

 
Portugal currently imposes a stamp duty tax on brokerage fees, a policy that may continue in the 
future. 

 
Risk of Investing in Qatar 
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Qatar is highly reliant on income from the sale of oil and natural gas and trade with other countries 
involved in the sale of oil and natural gas, and its economy is therefore vulnerable to changes in 
foreign currency values and the market for oil and natural gas. As global demand for oil and natural 
gas fluctuates, Qatar may be significantly impacted. As a host to U.S. regional military operations, 
Qatar is susceptible to potential terrorist attacks. Qatar has periodically deployed troops to other Gulf 
Cooperation Council Countries to support their forces, which could lead to hostilities against Qatar. 
Political, economic and social unrest could adversely affect the Qatari economy and could decrease 
the value of a Fundôs investments. 

 
Like most Middle Eastern governments, the federal government of Qatar exercises substantial influ-
ence over many aspects of the private sector. Although liberalization in the wider economy is under-
way, in many areas it has lagged significantly: restrictions on foreign ownership persist, and the 
government has an ownership stake in many key industries. The situation is exacerbated by the fact 
that Qatar is governed by a monarchic, emirate-type government. Governmental actions in the future 
could have a significant effect on economic conditions in Qatar, which could affect private sector 
companies and a Fund, as well as the value of securities in a Fundôs portfolio. 

 
Qatarôs economy relies heavily on cheap, foreign labour, and changes in the availability of this labour 
supply could have an adverse effect on the economy. Allegations of human rights abuses against 
foreign labourers continue to surface and could affect relationships with key trading partners. 

 
Risk of Investing in Russia 

 

Investing in Russian securities involves significant risks, in addition to those described under ñRisk 
of Investing in Emerging Marketsò and ñForeign Securities Riskò that are not typically associated with 
investing in European securities, including: 

 
The risk of delays in settling portfolio transactions and the risk of loss arising out of the system of 
share registration and custody used in Russia; 

 
Risks in connection with the maintenance of a Fundôs portfolio securities and cash with foreign sub- 
custodians and securities depositories, including the risk that appropriate sub-custody arrangements 
will not be available to a Fund; 

 
The risk that a Fundôs ownership rights in portfolio securities could be lost through fraud or negligence 
because ownership in shares of Russian companies is recorded by the companies themselves and 
by registrars, rather than by a central registration system; 

 
The risk that a Fund may not be able to pursue claims on behalf of its shareholders because of the 
system of share registration and custody, and because Russian banking institutions and registrars 
are not guaranteed by the Russian government; and 

 
 
 

The risk that various responses by other nation-states to alleged Russian activity will impact Russia's 
economy and Russian issuers of securities in which a Fund invests. 

 
The U.S. and the Economic and Monetary Union of the EU, along with the regulatory bodies of a 
number of countries including Japan, Australia, Norway, Switzerland and Canada (collectively, 
ñSanctioning Bodiesò), have imposed economic sanctions, which consist of asset freezes and sec-
toral sanctions, on certain Russian individuals and Russian corporate entities. The Sanctioning Bod-
ies could also institute broader sanctions on Russia. These sanctions, or even the threat of further 
sanctions, may result in the decline of the value and liquidity of Russian securities, a weakening of 
the Russian ruble or other adverse consequences to the Russian economy. These sanctions could 
also result in the immediate freezing of Russian securities and/or funds invested in prohibited assets, 
impairing the ability of a Fund to buy, sell, receive or deliver those securities and/or assets. 
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The sanctions against certain Russian issuers include prohibitions on transacting in or dealing in 
issuances of debt or equity of such issuers. Compliance with each of these sanctions may impair the 
ability of a Fund to buy, sell, hold, receive or deliver the affected securities or other securities of such 
issuers. If it becomes impracticable or unlawful for a Fund to hold securities subject to, or otherwise 
affected by, sanctions (collectively, ñaffected securitiesò), or if deemed appropriate by the Investment 
Manager, a Fund may prohibit in-kind deposits of the affected securities in connection with creation 
transactions and instead require a cash deposit, which may also increase a Fundôs transaction costs. 
A Fund may also be legally required to freeze assets in a blocked account. 

 
Also, if an affected security is included in a Fundôs Index, a Fund may, where practicable, seek to 
eliminate its holdings of the affected security by employing or augmenting its representative sampling 
strategy to seek to track the investment results of its Index. The use of (or increased use of) a rep-
resentative sampling strategy may increase a Fundôs tracking error risk. If the affected securities 
constitute a significant percentage of the Index, a Fund may not be able to effectively implement a 
representative sampling strategy, which may result in significant tracking error between a Fundôs 
performance and the performance of its Index. 

 
Current or future sanctions may result in Russia taking counter measures or retaliatory actions, which 
may further impair the value and liquidity of Russian securities. These retaliatory measures may 
include the immediate freezing of Russian assets held by a Fund. In the event of such a freezing of 
any Fund assets, including depositary receipts, a Fund may need to liquidate non-restricted assets 
in order to satisfy any Fund redemption orders. The liquidation of Fund assets during this time may 
also result in a Fund receiving substantially lower prices for its securities. 

 
These sanctions may also lead to changes in a Fundôs Index. A Fundôs Index Provider may remove 
securities from the Index or implement caps on the securities of certain issuers that have been sub-
ject to recent economic sanctions. In such an event, it is expected that a Fund will rebalance its 
portfolio to bring it in line with the Index as a result of any such changes, which may result in trans-
action costs and increased tracking error. These sanctions, the volatility that may result in the trading 
markets for Russian securities and the possibility that Russia may impose investment or currency 
controls on investors may cause a Fund to invest in, or increase a Fundôs investments in, depositary 
receipts that represent the securities of the Index. These investments may result in increased trans-
action costs and increased tracking error. 

 
Risk of Investing in Saudi Arabia 

 

The ability of foreign investors (such as a Fund) to invest in Saudi Arabian issuers is new and un-
tested. Such ability could be restricted or revoked by the Saudi Arabian government at any time, and 
unforeseen risks could materialize due to foreign ownership in such securities. In addition, the CMA 
places investment limitations on the ownership of Saudi Arabian issuers by foreign investors, includ-
ing a limitation on a Fundôs ownership of any single issuer listed on the Saudi Arabian Stock Ex-
change, which may prevent a Fund from investing in accordance with its strategy and contribute to 
tracking error against the Index. Saudi Arabia is highly reliant on income from the sale of petroleum and 
trade with other countries involved in the sale of petroleum, and its economy is therefore vulnerable 
to changes in foreign currency values and the market for petroleum. As global demand for petroleum 
fluctuates, Saudi Arabia may be significantly impacted. Like most Middle Eastern governments, the 
government of Saudi Arabia exercises substantial influence over many aspects of the private sector. 
Although liberalization in the wider economy is underway, in many areas it has lagged significantly: 
restrictions on foreign ownership persists, and the government has an ownership stake in many key 
industries. The situation is exacerbated by the fact that Saudi Arabia is governed by an absolute 
monarchy. Saudi Arabia has historically experienced strained relations with economic partners 
worldwide, including other countries in the Middle East due to geopolitical events. Governmental 
actions in the future could have a significant effect on economic conditions in Saudi Arabia, which 
could affect private sector companies and the value of securities in a Fundôs portfolio. Any economic 
sanctions on Saudi Arabian individuals or Saudi Arabian corporate entities, or even the threat of 
sanctions, may result in the decline of the value and liquidity of Saudi Arabian securities, a weaken-
ing of the Saudi riyal or other adverse consequences to the Saudi Arabian 
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economy. In addition, Saudi Arabiaôs economy relies heavily on cheap, foreign labour, and changes 
in the availability of this labour supply could have an adverse effect on the economy. 

 
Investments in securities of Saudi Arabian issuers involves risks not typically associated with invest-
ments in securities of issuers in more developed countries that may negatively affect the value of a 
Fundôs investments. Such heightened risks may include, among others, expropriation and/or nation-
alization of assets, restrictions on and government intervention in international trade, confiscatory 
taxation, political instability, including authoritarian and/or military involvement in governmental de-
cision making, armed conflict, crime and instability as a result of religious, ethnic and/or socioeco-
nomic unrest. Although the political situation in Saudi Arabia is largely stable, Saudi Arabia has his-
torically experienced political instability, and there remains the possibility that instability in the larger 
Middle East region could adversely impact the economy of Saudi Arabia. Political instability in the 
larger Middle East region has caused significant disruptions to many industries. Continued political 
and social unrest in these areas may negatively affect the value of securities in a Fundôs portfolio. 

 
Risk of Investing in Singapore 

 

Investments in Singaporean issuers may subject a Fund to legal, regulatory, political, currency and 
economic risks specific to Singapore. Specifically, political and economic developments of its neigh-
bours may have an adverse effect on Singaporeôs economy. In addition, because its economy is 
export driven, Singapore relies heavily on its trading partners. China is a major purchaser of Singa-
poreôs exports and serves as a source of Singaporeôs imports. Singapore derives a significant portion 
of its foreign investments from China. Singapore is also sensitive to the socio-political and economic 
developments of its neighbours, Indonesia and Malaysia, relying on both as markets for Singaporeôs 
service industry and on Malaysia for its raw water supply. Singapore also has substantial  economic ex-
posure to Hong Kong and the U.S. As a result, Singaporeôs economy is susceptible to fluctuations in 
the world economy. A downturn in the economies of China, Malaysia, Indonesia, Hong Kong, or the 
U.S., among other countries or regions, could adversely affect Singaporeôs economy. In addition, 
Singaporeôs economy may be particularly vulnerable to external market changes due to its smaller 
size. Rising labour costs and increasing environmental consciousness have led some labour-inten-
sive industries to relocate to countries with cheaper work forces, and continued labour outsourcing 
may adversely affect the Singaporean economy. 

 
Risk of Investing in Slovakia 

 

Slovakiaôs economy is heavily dependent on the services and industrial sector. Key trading partners 
are member states of the EU, most notably Germany, Spain, Italy, France and the United Kingdom. 
Decreasing demand for the Slovakiaôs products and services or changes in governmental regulations 
on trade may have a significantly adverse effect on the Slovakian economy. Slovakia and many of 
the Western European developed nations are member states of the EU. As a result, these member 
states are dependent upon one another economically and politically. The recent ratification of the 
Treaty of Lisbon by EU member states is expected to further heighten the degree of economic and 
political inter-dependence. This and other political or economic developments could cause market 
disruptions and affect adversely the values of securities held by a Fund. 

 
Slovakia and surrounding regions have a history of ethnic unrest and conflict. If conflict were to renew 
in the future, it could have a significant adverse impact on a Fund. 

 
Slovakia currently imposes a value-added tax, a policy that may continue in the future. 

 
Risk of Investing in South Africa 

 

South Africaôs two-tiered economy, with one rivalling developed countries and the other exhibiting 
many characteristics of developing countries, is characterized by uneven distribution of wealth and 
income and high rates of unemployment. Although economic reforms have been enacted to promote 
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growth and foreign investments, there can be no assurance that these programs will achieve the 
desired results. In addition, South Africaôs inadequate currency reserves have left its currency vul-
nerable, at times, to devaluation. Despite significant reform and privatization, the South African gov-
ernment continues to control a large share of South African economic activity. Heavy regulation of 
labour and product markets is pervasive and may stifle South African economic growth or cause 
prolonged periods of recession. The agriculture and mining sectors of South Africaôs economy ac-
count for a large portion of its exports, and thus the South African economy is susceptible to fluctu-
ations in these commodity markets. In recent years, an unstable electricity supply in South Africa 
has stifled economic growth, which may adversely affect the value of a Fundôs investments. 

 
Risk of Investing in South Korea 

 

Investments in South Korean issuers involve risks that are specific to South Korea, including legal, 
regulatory, political, currency, security and economic risks. Substantial political tensions exist be-
tween North Korea and South Korea. Escalated tensions involving the two nations and the outbreak 
of hostilities between the two nations, or even the threat of an outbreak of hostilities, could have a 
severe adverse effect on the South Korean economy. In addition, South Koreaôs economic growth 
potential has recently been on a decline because of a rapidly aging population and structural prob-
lems, among other factors. The South Korean economy is heavily reliant on trading exports and dis-
ruptions or decreases in trade activity could lead to further declines. 

 
Risk of Investing in Southern Europe 

 

The countries of Southern Europe, including Greece, Spain, Italy and Portugal, are currently experi-
encing significant volatility due rising government debt levels, ability to service debt, and potential for 
defaults. Greece has already begun to impose harsh austerity measures to address its debt situation, 
and it is possible that other countries in Southern Europe will have to implement similar measures to 
control debt levels. Such austerity measures would likely have an adverse impact on economic 
growth in the short and medium term. 

 
Risk of Investing in Spain 

 

Investment in Spanish issuers involves risks that are specific to Spain, including, legal, regulatory, 
political, currency, security and economic risks. The Spanish economy, along with certain other EU 
economies, experienced a significant economic slowdown during the financial crisis that began in 
2008. In reaction to the crisis, the Spanish government introduced austerity reforms aimed at reduc-
ing its fiscal deficit to sustainable levels. Austerity reforms included, among other things, reduction in 
government employeesô salaries, freezing of pension funds, and suspension of public work projects. 
Such austerity reforms, while directed at stimulating the Spanish economy in the long- term, may have 
a negative short-term effect on Spainôs financial markets. Due largely to outstanding bad loans to con-
struction companies and real estate developers, Spanish banks underwent a series of mergers to in-
crease liquidity and made efforts to shift debt off of their balance sheets. However, reports indicate 
that debt levels remain high, although bank lending has contracted. In addition, unemployment rates 
remain high. These factors could adversely impact growth potential of Spanish stocks in which a Fund 
invests. In addition, the Spanish government is engaged in a long-running campaign against terror-
ism. Acts of terrorism on Spanish soil or against Spanish interests abroad may cause uncertainty in 
the Spanish financial markets and adversely affect the performance of the issuers to which a Fund 
has exposure. Political tensions and social conflict have escalated recently as a result of a referen-
dum by Catalonia for independence from Spain. The secessionist movement could have a negative 
impact on the Spanish economy and a destabilizing effect on the country. 

 
Risk of Investing in Sri Lanka 

 

Sri Lankaôs economy is heavily dependent on tourism and the agricultural sector. Sri Lanka faces 
many economic hurdles including weak political institutions, poor infrastructure, and a history of in-
tense ethnic conflict. 
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Sri Lanka has suffered significantly from ethnic conflict, and from 1983 to 2009 the Sinhalese gov-
ernment was engage in a sporadic civil war with a separatist military organization known as the 
Liberation Tigers of Tamil Eelam (LTTE). Both sides have been accused of various human rights 
violations during the conflict, and attacks often resulted in significant casualties. Although the gov-
ernment is in the process of rebuilding the nation after the conflict, significant ethnic tensions still exist 
and there is no guarantee that conflict will not break out again in the future. 

 
Many Asian countries, including Sri Lanka, are prone to frequent typhoons, damaging floods, earth-
quakes and/or other natural disasters, which may adversely impact their economies. Sri Lanka's econ-
omy, in particular, is more reliant on tourism and agriculture than European economiesand is there-
fore more susceptible to adverse changes in weather. 

 
Securities markets in Sri Lanka are subject to greater risks associated with market volatility, lower 
market capitalisation, lower trading volume, illiquidity, inflation, greater price fluctuations and uncer-
tainty regarding the existence of trading markets. Moreover, trading on securities markets may be sus-
pended altogether. The governments might restrict or control to varying degrees the ability of foreign 
investors to invest in securities of issuers located or operating in Sri Lanka as well as the repatriation 
of investment income, capital or the proceeds of sales of securities by foreign investors. 

 
Sri Lanka currently imposes a securities transaction tax (STT), a stamp duty tax and a value-added 
tax (VAT), policies that may continue in the future. Foreign investors may invest up to 100% of the 
issued capital of most of the companies listed in the Colombo Stock Exchange other than those 
companies that restrict non-national participation beyond a certain limit due to exclusions or limita-
tions or due to restrictive provisions. 

 
Risk of Investing in Sub-Saharan Africa 

 

The economies of certain sub-Saharan African countries have experienced high unemployment, 
famine, currency volatility, inflation, general economic malaise, and internal and external conflicts 
that have resulted in significant displacement of local populations. While come countries in the region 
have experienced greater political stability and economic growth than neighbouring states, adverse 
social and economic conditions in one country may have a significant adverse effect on other coun-
tries of this region. 

 
Risk of Investing in Sweden 

 

Investment in Swedish issuers may subject a Fund to legal, regulatory, political, currency, security 
and economic risks specific to Sweden. Among other things, Swedenôs economy is heavily depend-
ent on trading relationships with certain key partners, including the U.S., Germany and other Western 
European nations. Future changes in the price or the demand for Swedish products or services by 
the U.S., Germany and other Western European nations or changes in these countriesô economies, 
trade regulations or currency exchange rates could adversely impact the Swedish economy and the 
issuers to which a Fund has exposure. Many of the developed Western European nations that Swe-
den trades with are member states of the EU and EMU. As a result, these member states are de-
pendent on one another economically and politically. While Sweden has not joined the EMU, the 
Swedish economy is, however, vulnerable to fluctuations in the economies and monetary policies of 
its trading partners who are members of the EMU. In recent years, Sweden has also struggled with 
deflationary pressure, resulting in the Swedish Central Bank setting its interest rate below zero. Swe-
den has a generous social welfare system and the level of union membership in Sweden is substan-
tial. These factors can negatively impact the Swedish economy by causing increased government 
spending, higher production costs and lower productivity, among other things. 

 
Risk of Investing in Switzerland 

 

Investment in Swiss issuers may subject a Fund to legal, regulatory, political, currency, security, and 
economic risks specific to Switzerland. Among other things, Switzerlandôs economy is heavily 



111  

dependent on trading relationships with certain key trading partners, including the U.S., U.K., China, 
France and Germany. Future changes in the price or the demand for Swiss products or services by 
the U.S., U.K., China, France and Germany or changes in these countriesô economies, trade regu-
lations or currency exchange rates could adversely impact the Swiss economy and the issuers to 
which a Fund has exposure. Switzerlandôs economy relies heavily on the banking sector, and in 
recent years, Switzerland has responded to increasing pressure from neighbouring countries and 
trading partners to reform its banking secrecy laws. Due to the lack of natural resources, Switzerland 
is dependent upon imports for raw materials. As a result, any drastic price fluctuations in the price of 
certain raw materials will likely have a significant impact on the Swiss economy. 

 
Risk of Investing in Taiwan 

 

Investments in Taiwanese issuers may subject a Fund to legal, regulatory, political, currency and 
economic risks that are specific to Taiwan. Specifically, Taiwanôs geographic proximity and history 
of political contention with China have resulted in ongoing tensions between the two countries. These 
tensions may materially affect the Taiwanese economy and its securities market. Taiwanôs economy 
is export-oriented, so it depends on an open world trade regime and remains vulnerable to fluctua-
tions in the world economy. Rising labour costs and increasing environmental consciousness have 
led some labour-intensive industries to relocate to countries with cheaper work forces, and continued 
labour outsourcing may adversely affect the Taiwanese economy. 

 
Risk of Investing in Thailand 

 

Investment in Thai issuers involves risks that are specific to Thailand, including, legal, regulatory, 
political, security and economic risks. Thailandôs economy is export-dependent and relies heavily on 
trading relationships with certain key trading partners, including the U.S., China, Japan and other 
Asian countries. Political uncertainty and the military coup that occurred in 2014 weakened Thai-
landôs economic growth by reducing domestic and international demand for both goods and services. 
Future changes in the price or the demand for Thailandôs exported products by the U.S., China, 
Japan or other Asian countries, or changes in these countriesô economies, trade regulations or cur-
rency exchange rates could adversely impact the Thai economy and the issuers to which a Fund has 
exposure. Economic and political instability have contributed to high price volatility in the Thai equity 
and currency markets, which could affect investments in a Fund. The Thai economy has experienced 
periods of substantial inflation, currency devaluations and economic recessions, any of which may 
have a negative effect on the Thai economy and securities markets. Thailand has at times been destabi-
lized by frequent government turnover and significant political changes, including military coups. Re-
currence of these conditions, unanticipated or sudden changes in the political structure or other Thai 
political events may result in sudden and significant investment losses. In addition, household debt 
levels, political uncertainty and an aging population pose risks to Thailandôs economic growth. 

 
Risk of Investing in Turkey 

 

The Turkish economy has certain significant economic weaknesses, such as its relatively high cur-
rent account deficit, which it may finance by borrowing through volatile, short-term instruments. The 
Turkish lira has recently experienced and may continue to experience extreme currency volatility. 
With few of its own natural resources, the Turkish economy is import-dependent. Turkeyôs main im-
port partners include Russia, Germany, China, the U.S. and Italy. The Turkish economy is dependent 
upon exports to other economies, specifically to Germany, other European Union countries, the U.S. 
and Iraq. As a result, Turkey is dependent on these economies and any change in the price or de-
mand for Turkish exports may have an adverse impact on the Turkish economy. Turkey has experi-
enced strained relations with certain economic partners, including the U.S. and certain European 
Union countries over geopolitical matters. Any economic sanctions on Turkish individuals or Turkish 
corporate entities, or even the threat of sanctions, may result in the decline of the value and liquidity 
of Turkish securities, a weakening of the Turkish lira or other adverse consequences to the Turkish 
economy. Turkey has historically experienced acts of terrorism and 
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strained relations related to border disputes with certain neighbouring countries. The continuation of 
the conflict on the Turkish-Syrian border, for example, could have an adverse impact on the Turkish 
economy. Turkey has also experienced strained relations with other countries in the Middle East, 
including Saudi Arabia, due to geopolitical events. Historically, Turkeyôs national politics have been 
unpredictable and subject to influence by the military, and its government may be subject to sudden 
change. Disparities of wealth, the pace and success of democratization and capital market develop-
ment and religious and racial disaffection have also led to social and political unrest. Unanticipated 
or sudden political or social developments may result in sudden and significant investment losses. 
Such situations may cause uncertainty in the Turkish market and as a result adversely affect issuers 
to which a Fund has exposure. 

 
Risk of Investing in Ukraine 

 

Ukraineôs economy faces significant issue with regard to underdeveloped infrastructure, transporta-
tion shortfalls, corruption and bureaucracy. Future growth will be highly dependent on the success of 
wide-ranging legal and economic reforms in order to make the Ukrainian economy more competitive 
and more transparent for investors. Current corporate governance rules have led to several instances 
of large scale monopolization by wealthy individuals and dominant corporations, which have reduced 
overall competitiveness and contributed to corruption within the country. Furthermore, the legal sys-
tem lacks sufficient protection for investors and also reduces the incentive for the creation of new 
products. 

 
Ukraine is one of Europeôs largest energy consumers, and therefore its economy would be adversely 
affected by higher energy prices that persist over time. Ukraine imports the majority of its energy 
from Russia, including oil, gas and nuclear fuel. 

 
During 2014, parts of Ukraine were annexed by the Russian Federation after a crisis in the region, 
Russian military intervention, and an internationally criticized referendum. Protests in neighbouring 
regions escalated into an armed separatist insurgency, which have been followed by military counter- 
offensives by the Ukrainian insurgents. Ongoing conflict continues to weaken the Ukrainian economy 
and has resulted in outbreaks of violence in Ukraine outside of conflict zones. 

 
Ukraine is also facing issues with regard to demographics, as it is experiencing relatively high death 
rates compared to birth rates, resulting in a shrinking population. The nation suffers a high mortality 
rate that can be attributed to poverty, poor healthcare, environmental pollution and unhealthy life-
styles. 

 
Risk of Investing in the United Kingdom 

 

Investment in United Kingdom issuers may subject a Fund to regulatory, political, currency, security, 
and economic risks specific to the United Kingdom. The United Kingdomôs economy relies heavily 
on the export of financial services to the U.S. and other European countries. A prolonged slowdown 
in the financial services sector may have a negative impact on the United Kingdomôs economy. In 
the past, the United Kingdom has been a target of terrorism. Acts of terrorism in the United Kingdom 
or against United Kingdom interests may cause uncertainty in the United Kingdomôs financial markets and 
adversely affect the performance of the issuers to which a Fund has exposure. In a referendum held 
on June 23, 2016, the United Kingdom resolved to leave the European Union (Brexit). On January 
31, 2020, the United Kingdom officially left the European Union, but uncertainties continue to sur-
round negotiations with the European Union regarding their relationship.Brexit has introduced signif-
icant uncertainties and instability in the financial markets as the United Kingdom negotiates its exit 
from the European Union. Several European businesses have already moved part of their operations 
out of the United Kingdom and continue to prepare for disruption related to Brexit, the consequences 
of which could be severe for European and United Kingdom businesses. A Fund will face risks asso-
ciated with the potential uncertainty and consequences that may follow Brexit, including with respect 
to volatility in exchange rates and interest rates. Brexit could adversely affect European or worldwide 
political, regulatory, economic or market conditions and could contribute to instability in global political 
institutions, regulatory agencies and financial markets. 
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Brexit has also led to legal uncertainty and could lead to politically divergent national laws and regu-
lations as a new relationship between the United Kingdom and European Union is defined and the 
United Kingdom determines which European Union laws to replace or replicate. Any of these effects 
of Brexit could adversely affect any of the companies to which a Fund has exposure and any other 
assets that a Fund invests in. The political, economic and legal consequences of Brexit are not yet 
known. In the short term, financial markets may experience heightened volatility, particularly those 
in the United Kingdom and Europe, but possibly worldwide. The United Kingdom and Europe may be 
less stable than it has been in recent years, and investments in the United Kingdom and the European 
Union may be difficult to value, or subject to greater or more frequent rises and falls in value. In the 
longer term, there is likely to be a period of significant political, regulatory and commercial uncertainty 
as the United Kingdom seeks to negotiate the terms of its trading and legal relationship with the 
European Union and its institutions. 

 
Risk of Investing in the United States 

 

A decrease in imports or exports, changes in trade regulations and/or an economic recession in the 
U.S. may have a material adverse effect on the U.S. economy and the securities listed on U.S. ex-
changes. Proposed and adopted policy and legislative changes in the U.S. are changing many as-
pects of financial and other regulation and may have a significant effect on the U.S. markets gener-
ally, as well as on the value of certain securities. In addition, a continued rise in the U.S. public debt 
level or the imposition of U.S. austerity measures may adversely affect U.S. economic growth and 
the securities to which a Fund has exposure. The U.S. has developed increasingly strained relations 
with a number of foreign countries. If these relations continue to worsen, it could adversely affect U.S. 
issuers as well as non-U.S. issuers that rely on the U.S. for trade. The U.S. has also experienced 
increased internal unrest and discord. If this trend were to continue, it may have an adverse impact 
on the U.S. economy and the issuers in which a Fund invests. 

 
Risk of Investing in Uruguay 

 

Uruguay faces a high level of external debt that is subject to trade fluctuations and external shocks. 
Uruguay is heavily dependent on trade with and financing from neighbouring South American coun-
tries, which may be disrupted in the event of instability in such trading partners. Uruguay may face 
high inflation that may prove difficult to curb and has in the past been more sensitive to economic turmoil 
in neighbouring countries. 

 
Risk of Investing in Vietnam 

 

Vietnamese companies face risks associated with expropriation and/or nationalization of assets, re-
strictions on and government intervention in international trade, confiscatory taxation, political insta-
bility, including authoritarian and/or military involvement in governmental decision making, armed 
conflict, the impact on the economy as a result of civil war, and social instability as a result of religious, 
ethnic and/or socioeconomic unrest. Vietnam is dependent on trading relationships with certain key 
trading partners, including the United States, China and Japan, and as a result may be adversely 
affected if demand for Vietnamôs exports in those nations decline. 

 
Risk of Investing in Zambia 

 

Zambia faces significant poverty and has a large public sector and poor social sector delivery sys-
tems. Economic regulations and red tape are extensive, and corruption is widespread, which contin-
ues to have a negative impact on the Zambian economy despite recent reforms. The bureaucratic 
procedures surrounding the process of obtaining licenses encourage the widespread use of facilita-
tion payments. Despite recent diversification efforts, the Zambian economy is heavily dependent on 
the copper mining industry. 

 
Government Debt Risk 














































































































































































