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([HFXWLYH#6XPPDU\

7KH#(XURSHDQ#&RPPLVVLRQ#KDV# WDNHQ# WKH# LQLWLDWLYH#RQ#SHQVLRQ# UHIRUP#DW#(8# OHYHO1
0RVW#UHFHQWO\#LW#WDEOHG#RQ#0D\#44/#4<<<#D#&RPPXQLFDWLRQ#HQWLWOHG#³7RZDUGV#D#VLQJOH
PDUNHW#IRU#VXSSOHPHQWDU\#SHQVLRQV´41#)()6,5#YHU\#PXFK#ZHOFRPHV#WKH#UHFRPPHQ0
GDWLRQV# RI# WKH# (XURSHDQ# &RPPLVVLRQ1# )()6,/# LQ# SDUWLFXODU/# ZHOFRPHV# WKH
UHFRJQLWLRQ#RI#LQYHVWPHQW#IXQGV#DQG#FRPSDQLHV#DV#VXLWDEOH#SHQVLRQ#YHKLFOHV#E\#WKH
&RPPLVVLRQ1# )()6,# EHOLHYHV# WKDW# WUDGLWLRQDO# +L1H1# GHILQHG# EHQHILW,# SHQVLRQ
LQVWLWXWLRQV# VKRXOG# EH# DOORZHG# WR# LQYHVW# IUHHO\# LQ# 8&,76# DQG# RWKHU# UHJXODWHG
FROOHFWLYH# LQYHVWPHQW# VFKHPHV# DQG# XUJHV# WKH# &RPPLVVLRQ# WR# WDNH# DOO# QHFHVVDU\
VWHSV# WR# HQVXUH# WKLV# IUHHGRP1# # 7KH# &RPPLVVLRQ# KDV# UHFRJQLVHG# WKH# QHHG# WR
JXDUDQWHH# HTXDO# WUHDWPHQW# EHWZHHQ# GLIIHUHQW# RFFXSDWLRQDO# SHQVLRQ# SURYLGHUV# DQG
VWDWHG# WKH# QHHG# WR# HVWDEOLVK# D# JHQXLQH# SUXGHQWLDO# IUDPHZRUN# IRU# SHQVLRQ# VHUYLFH
SURYLGHUV# ZKLFK# FRXOG# LQYROYH# WKH# GHILQLWLRQ# RI# VLPLODU# UXOHV# IRU# ZHOO# GHILQHG
SURGXFWV61# )()6,# DUJXHV# WKDW# WKHUH# LV# D# QHHG# WR# GHILQH# VSHFLILF# UXOHV# IRU
VXSSOHPHQWDU\# GHILQHG# FRQWULEXWLRQ# +³'&´,# V\VWHPV# RQ# (8# OHYHO1# %HFDXVH# '&
V\VWHPV#PD\#WDNH#YDULRXV#IRUPV#UDQJLQJ#IURP#VLQJOH#IXQGV#WR#VHOI0GLUHFWHG#SHQVLRQ
VDYLQJV# SODQV# ZLWK# D# ZLGH# UDQJH# RI# LQYHVWPHQW# RSWLRQV/# )()6,# EHOLHYHV# WKDW# D
(XURSHDQ#SHQVLRQ#IXQG#GLUHFWLYH#VKRXOG#QRW#SUHVFULEH#D#VSHFLILF#'&#V\VWHP1#,QVWHDG
)()6,#EHOLHYHV#WKDW#WKH#HQYLVDJHG#GLUHFWLYH#QHHGV#WR#DGGUHVV#LQ#JHQHUDO#TXDOLWDWLYH
WHUPV#WKH#IROORZLQJ#NH\#DUHDV#ZLWK#UHVSHFW#WR#'&#SHQVLRQ#IXQGV#+³'&3)´,=

x# &ULWHULD#UHODWLQJ#WR#WKH#LQVWLWXWLRQDO#VHFXULW\#RI#D#'&3)#+DSSURYDO#RI#SHQVLRQ#IXQG#E\
D#FRPSHWHQW#DXWKRULW\#ZLWK# LQWHUYHQWLRQ#SRZHUV/#PDQDJHPHQW#E\#DVVHW#PDQDJHUV#DQG
DJHQWV#DSSURYHG#LQ#WKH#(8#ZKLFK#IXOILO#VWULFW#FULWHULD#FRYHULQJ#UHVSRQVLELOLW\/#FRPSHWHQFH/
DQG#WKH#PDQDJHUV¶#VWDQGLQJ,/#FULWHULD#ZLWK#UHVSHFW#WR#WKH#VWUXFWXUH#RI#'&3)#+FXVWRG\#RI
DVVHWV#ZLWK#D#GHSRVLWRU\/#VHSDUDWLRQ#RI#SRZHUV#EHWZHHQ#PDQDJHPHQW#DQG#GHSRVLWRU\/
SUXGHQWLDO# LQYHVWPHQW/# ULVN# GLYHUVLILFDWLRQ# RI# DVVHWV/#ZRUOG0ZLGH# LQYHVWPHQWV/# OLPLWV# RQ
SOHGJLQJ#RU#DVVLJQLQJ#DVVHWV,

x# &ULWHULD# UHODWLQJ# WR# WKH#HFRQRPLF#HIILFLHQF\#DQG#VHFXULW\#RI#D#'&3)# +SRVVLELOLW\# WR
IRFXV# LQYHVWPHQWV#RQ#HTXLW\#DQG# UHDO#HVWDWH/# ULVN#GLYHUVLILFDWLRQ/# UROO0XS#RI#JDLQV/# ORQJ0
WHUP#DFFXPXODWLRQ#RI#WKH#FRQWULEXWLRQV#SDLG#IRU#SHQVLRQ#SURYLVLRQ,

x# &ULWHULD#UHODWLQJ#WR#WKH#WUDQVSDUHQF\#RI#D#'&3)#+UHJXODU#UHSRUWLQJ#WR#WKH#VXSHUYLVRU\
DXWKRULW\#DQG#EHQHILFLDULHV/#DXGLWHG#\HDUO\#DFFRXQWV,

x# &ULWHULD#UHODWLQJ#WR#WKH#IOH[LELOLW\#RI#D#'&3)#+IOH[LELOLW\#RI#SD\PHQW#RI#FRQWULEXWLRQV#DQG
GXULQJ#WKH#SD\#RXW2#ZLWKGUDZDO#SKDVH,

x# &ULWHULD# UHODWLQJ# WR# WKH# SRUWDELOLW\# RI# D# '&3)# +ULJKW# RI# XQOLPLWHG# WUDQVIHUDELOLW\# +RU
RZQHUVKLS,#RI#SODQ#DVVHWV#DW#PDUNHW#YDOXH#IRU#WKH#EHQHILFLDU\#ZLWKRXW#D#ORVV#RI#UHWLUHPHQW
LQFRPH/#QR#ZDLWLQJ#SHULRGV/#PDUNHW#YDOXH#GULYHQ#YDOXDWLRQ# WR#EH#FDUULHG#RXW#EDVHG#RQ
UXOHV#HVWDEOLVKHG#E\#WKH#FRPSHWHQW#DXWKRULWLHV,1

##########################################################
4 &20#+<<,#4671
5 )()6,# LV# WKH#(XURSHDQ#)HGHUDWLRQ#RI#,QYHVWPHQW#)XQGV#DQG#&RPSDQLHV#ZKLFK#UHSUHVHQWV# WKH# LQYHVWPHQW#IXQGV# LQGXVWU\#RI# WKH#48#(8
PHPEHU# VWDWHV/# WKH# &]HFK# 5HSXEOLF/# +XQJDU\/# 1RUZD\/# 3RODQG# DQG# 6ZLW]HUODQG1# 7KURXJK# QDWLRQDO# DVVRFLDWLRQV/# WKH# )HGHUDWLRQ
UHSUHVHQWV#DERXW#;83#PDQDJHPHQW#FRPSDQLHV#DQG#RYHU# 53/333#SXEOLFO\#RIIHUHG#RSHQ0HQGHG# VHFXULWLHV# IXQGV#ZLWK# 518# WULOOLRQ#(XUR# LQ
LQYHVWPHQW#DVVHWV1

6 &20#+<<,#467/#S171
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3UHIDFH

7KH#)XWXUH#RI#(XURSHDQ#6XSSOHPHQWDU\#3HQVLRQV

5HWLUHPHQW#SURYLVLRQ#LV#RQH#RI#WKH#JUHDWHVW#SROLWLFDO#DQG#HFRQRPLF#FKDOOHQJHV#RI#RXU
WLPHV1#1RW#RQO\#LQ#(XURSH/#EXW#ZRUOG0ZLGH/#JRYHUQPHQWV#DUH#IDFLQJ#WKH#VLWXDWLRQ#WKDW
VWDWH#SHQVLRQ#VFKHPHV#FDQQRW#EH#VXVWDLQHG#LQ#WKHLU#SUHVHQW#IRUP1

7KH#(XURSHDQ#&RPPLVVLRQ#KDV# WDNHQ# WKH# LQLWLDWLYH#RQ#SHQVLRQ# UHIRUP#DW#(8# OHYHO1
0RVW#UHFHQWO\#LW#WDEOHG#RQ#0D\#44/#4<<<#D#&RPPXQLFDWLRQ#HQWLWOHG#³7RZDUGV#D#VLQJOH
PDUNHW# IRU# VXSSOHPHQWDU\# SHQVLRQV´71# )()6,# YHU\# PXFK# ZHOFRPHV# WKH
UHFRPPHQGDWLRQV#RI#WKH#(XURSHDQ#&RPPLVVLRQ#RI#44#0D\#4<<<1#)()6,#ZHOFRPHV
WKH#UHFRJQLWLRQ#RI#LQYHVWPHQW#IXQGV#DQG#FRPSDQLHV#DV#VXLWDEOH#SHQVLRQ#YHKLFOHV#E\
WKH#&RPPLVVLRQ1##)()6,#EHOLHYHV#WKDW#VXFK#WUDGLWLRQDO#SHQVLRQ#LQVWLWXWLRQV#VKRXOG#EH
DOORZHG#WR#LQYHVW#IUHHO\#LQ#8&,76#DQG#RWKHU#UHJXODWHG#FROOHFWLYH#LQYHVWPHQW#VFKHPHV
DQG#XUJHV#WKH#&RPPLVVLRQ#WR#WDNH#DOO#QHFHVVDU\#VWHSV#WR#HQVXUH#WKLV#IUHHGRP1

)URP#)()6,¶V# SRLQW# RI# YLHZ/# WKH#&RPPXQLFDWLRQ/# KRZHYHU/# LV#PRUH# EDVHG# RQ# DQ
DVVHVVPHQW#RI#WKH#LQWHUHVWV#RI#WKH#WUDGLWLRQDO#SHQVLRQ#SURYLGHUV#WKDQ#RQ#WKH#LQWHUHVWV
RI# HQWHUSULVHV# DQG# ZRUNHUV# LQ# (XURSH/# HVSHFLDOO\# RI# VPDOO# DQG# PHGLXP# VL]HG
EXVLQHVVHV1# ,W# FRQVHTXHQWO\# PD\# IDLO# WR# UHDFK# D# ODUJH# SDUW# RI# IXWXUH# SHQVLRQ
EHQHILFLDULHV1#)()6,# LV#FRQFHUQHG#WKDW# LQ#WKH#SDVW#WKH#WUDGLWLRQDO# LQVWUXPHQWV# LQ# WKH
ILHOG#RI#YROXQWDU\#VHFRQG#SLOODU#SHQVLRQV#KDYH#QRW#EHHQ#DEOH# WR# UHDFK#RXW# WR#VPDOO
DQG#PHGLXP0VL]HG# HQWHUSULVHV1# 7KLV# LV# SDUWLFXODUO\# UHOHYDQW# DV# 60(V# HPSOR\# WKH
ODUJHVW#ZRUNIRUFH#ZLWKLQ#WKH#8QLRQ1#(VSHFLDOO\#VPDOOHU#HQWHUSULVHV#DUH#RIWHQ#GHWHUUHG
E\#WKH#DGPLQLVWUDWLYH#DQG#RWKHU#FRVWV#DV#ZHOO#DV#WKH#OLDELOLW\#ULVNV#DVVRFLDWHG#ZLWK#WKH
WUDGLWLRQDO#LQVWUXPHQWV1

7KH#&RPPLVVLRQ#KDV# UHFRJQLVHG# WKH#QHHG# WR#JXDUDQWHH#HTXDO# WUHDWPHQW#EHWZHHQ
GLIIHUHQW#RFFXSDWLRQDO#SHQVLRQ#SURYLGHUV#DQG#VWDWHG#WKH#QHHG#WR#HVWDEOLVK#D#JHQXLQH
SUXGHQWLDO#IUDPHZRUN#IRU#SHQVLRQ#VHUYLFH#SURYLGHUV#ZKLFK#FRXOG#LQYROYH#WKH#GHILQLWLRQ
RI#VLPLODU#UXOHV#IRU#ZHOO#GHILQHG#SURGXFWV81

)()6,#DUJXHV# WKDW# WKHUH# LV#D#QHHG# WR#GHILQH#VXFK#VSHFLILF# UXOHV# IRU#VXSSOHPHQWDU\
GHILQHG# FRQWULEXWLRQ# +³'&´,# V\VWHPV1#8QGHU# VXFK# V\VWHPV#HPSOR\HUV# RQO\# FRPPLW
WKHPVHOYHV# WR# UHJXODU# FRQWULEXWLRQV# RI# D# FHUWDLQ# OHYHO# WRZDUGV# WKHLU# HPSOR\HHV*
SHQVLRQ# SURYLVLRQ#ZKLOH# WKH#PRUH# WUDGLWLRQDO# GHILQHG# EHQHILW# V\VWHPV# +'%,# ZKLFK
H[LVW# WKURXJKRXW#(XURSH#XVXDOO\# UHTXLUH#HPSOR\HUV# WR# FRYHU#DOVR# FHUWDLQ#ELRPHWULF
ULVNV#RI# WKHLU#HPSOR\HHV#VXFK#DV# ORQJHYLW\/#GLVDELOLW\#DQG#VXUYLYRUV*#SHQVLRQV91# #'&
V\VWHPV#DUH#HVSHFLDOO\#VXLWHG# WR# UHDFK#PHGLXP#VL]HG#HQWHUSULVHV#DQG# WKH#SHQVLRQ

##########################################################
7 &20#+<<,#4671
8 &20#+<<,#467/#S171
9 '%# V\VWHPV#RIWHQ#SURYLGH# IRU#PLQLPXP#JXDUDQWHHV#ZKLFK# UHTXLUH# DQ# LQYHVWPHQW#SROLF\# WKDW# IRFXVHV# RQ# LQYHVWPHQW# LQ# IL[HG# LQWHUHVW
LQVWUXPHQWV#LQVWHDG#RQ#KLJKHU#\LHOGLQJ#H1J1#HTXLWLHV1#)()6,#EHOLHYHV#WKDW#LQ#WKH#ILHOG#RI#SHQVLRQ#SURYLVLRQ/#ULVN#GRHV#QRW#PHDQ#WKH
ODFN#RI#JXDUDQWHHV/# VXFK#DV# WKH# ODFN#RI#D#JXDUDQWHHG#PLQLPXP#UHWXUQ1# ,Q#)()6,¶V#RSLQLRQ#SHQVLRQ# ULVN#PHDQV# WKH# IDLOXUH# WR
DFKLHYH#WKH#SRWHQWLDO#PD[LPXP#UHWLUHPHQW#LQFRPH#ZLWKRXW#WDNLQJ#XQGXH#ULVNV1#,Q#D#SHQVLRQ#V\VWHP#ZKLFK#LV#LQYHVWHG#LQ#VR0FDOOHG
%ULVN0IUHH%#WUHDVXU\#ERQGV#WKLV#ULVN#LV#VXEVWDQWLDOO\#KLJKHU#WKDQ#LQ#D#V\VWHP#EDVHG#RQ# LQYHVWPHQW# LQ#UHDO#DVVHWV#VXFK#DV#HTXLWLHV1#$V# WKH
ILQGLQJV#RI# WKH#&RPPLVVLRQ# VXJJHVW/#ZLWK#DQ# LQYHVWPHQW# LQ# HTXLWLHV/#ZLWK# D#YHU\#KLJK#GHJUHH#RI#SUREDELOLW\/#\RX# FDQ# HQG#XS#ZLWK# D
SHQVLRQ#WKDW#LV#DW#OHDVW#IRXU#DQG#D#KDOI#WLPHV#ODUJHU#DQG#SRVVLEO\#XS#WR#VL[#DQG#D#KDOI# WLPHV# ODUJHU# WKDQ#DQ# LQYHVWPHQW# LQ#ERQGV1#:KLOH
HTXLW\#ULVN#LV#KLJK#LQ#WKH#VKRUW#WHUP/#LW#LV#QRW#KLJK#RYHU#WKH#ORQJ0WHUP#LQYHVWPHQW#KRUL]RQ#W\SLFDO#IRU#SHQVLRQ#VDYLQJV>#RQ#WKH#FRQWUDU\/
ERQGV#KDYH#ORZ#ULVN#LQ#WKH#VKRUW#WHUP#EXW#KDYH#KLJK#ORQJ0WHUP#ULVN#+FI1#'DYLG#%ODNH=#%,V#WKH#*HUPDQ#SHQVLRQ#IXQG#V\VWHP#D#PRGHO#IRU
(XURSH"´/#VSHHFK#GHOLYHUHG#RQ#44#1RYHPEHU#4<<:#EHIRUH#PHPEHUV#RI#WKH#*HUPDQ#SDUOLDPHQW,1
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QHHGV# RI# D# PRELOH# ZRUNIRUFH/# DV# GHPRQVWUDWHG# E\# 86# H[SHULHQFH1# 7KH# PRVW
LPSRUWDQW# GHILQHG# FRQWULEXWLRQ# V\VWHP/# WKH# ³734+N,0SODQ´/# LV# WKH# IDVWHVW# JURZLQJ
YHKLFOH#IRU#RFFXSDWLRQDO#SHQVLRQ#VFKHPHV1#7KH#QXPEHU#RI#DFWLYH#PHPEHUV#RI#WKHVH
734+N,0SODQV# URVH#E\# 683#SHU# FHQW# VLQFH# 4<;7#ZKLOH# UHPDLQLQJ#QHDUO\# FRQVWDQW# LQ
RWKHU#SHQVLRQ#SODQV:1

%HFDXVH#'&# V\VWHPV#PD\# WDNH# YDULRXV# IRUPV# UDQJLQJ# IURP# VLQJOH# IXQGV# WR# VHOI0
GLUHFWHG#SHQVLRQ#VDYLQJV#SODQV#ZLWK#D#ZLGH#UDQJH#RI#LQYHVWPHQW#RSWLRQV;/#ZH#EHOLHYH
WKDW#D#(XURSHDQ#SHQVLRQ#IXQG#GLUHFWLYH#VKRXOG#QRW#SUHVFULEH#D#VSHFLILF#'&#V\VWHP1
,QVWHDG#)()6,# EHOLHYHV# WKDW# WKH# HQYLVDJHG# GLUHFWLYH# QHHGV# WR# DGGUHVV# LQ# JHQHUDO
WHUPV#WKH#IROORZLQJ#NH\#DUHDV#ZLWK#UHVSHFW#WR#'&#V\VWHPV=

x# LQVWLWXWLRQDO#VHFXULW\

x# HFRQRPLF#HIILFLHQF\#DQG#VHFXULW\

x# WUDQVSDUHQF\

x# IOH[LELOLW\

x# SRUWDELOLW\

7KHVH#FULWHULD#DUH#EDVHG#RQ#WKH#JRDO#RI#IXQGHG#SHQVLRQV#WR#SURYLGH#IRU#DQ#DGHTXDWH
OHYHO# RI# UHWLUHPHQW# LQFRPH#ZLWK# WKH# OHDVW# HIIRUW#ZKLOH#PDLQWDLQLQJ# D# KLJK# OHYHO# RI
VHFXULW\1#)()6,#SURSRVHV#WR#VSHFLI\#FHUWDLQ#TXDOLW\#FULWHULD#ZLWK#UHVSHFW#WR#HDFK#DUHD
LQ#WKH#SURSRVHG#GLUHFWLYH#ZKLFK#D#'&#V\VWHP#ZRXOG#QHHG#WR#IXOILO# LQ#RUGHU#WR#TXDOLI\
DV# D# UHFRJQLVHG# VHFRQG# SLOODU# SHQVLRQ# VFKHPH# XQGHU#(XURSHDQ# ODZ# +KHUHLQDIWHU=
³'HILQHG# &RQWULEXWLRQ# 3HQVLRQ# )XQG´# RU# ³'&3)´,1# 7KHVH# TXDOLW\# FULWHULD# DLP# DW
HQDEOLQJ#'&3)#WR#PHHW#WKH#JRDO#RI#RSWLPDO#SHQVLRQ#SURYLVLRQ1#7KLV#DSSURDFK#ZRXOG
VDWLVI\# WKH# &RPPLVVLRQ¶V# DLP# WR# DUULYH# DW# D# PLQLPXP# KDUPRQLVDWLRQ# RI
VXSSOHPHQWDU\#SHQVLRQV#DQG#DW# WKH#VDPH# WLPH# UHVSHFW# WKH#SULQFLSOH#RI#VXEVLGLDULW\
E\#QRW#SUHVFULELQJ#VSHFLILF# W\SHV#RI# LQVWUXPHQWV# WR#PHPEHU#VWDWHV#DOORZLQJ# WKHP# WR
PDLQWDLQ#WKHLU#H[LVWLQJ#SHQVLRQ#VFKHPHV1

7KH# UHJXODWLRQ# RI# WD[# WUHDWPHQW# RI# '&# V\VWHPV# FRXOG# EH# OHIW# WR# WKH# LQGLYLGXDO
PHPEHUV#VWDWHV#DFFRUGLQJ# WR# WKH#VSOLW#RI# MXULVGLFWLRQ#EHWZHHQ# WKH#(8#&RPPLVVLRQ
DQG# WKH#PHPEHU# VWDWHV1#+RZHYHU/# D# SROLF\# GHFLVLRQ# DW#(8# OHYHO# RQ# (XURSH0ZLGH
SULQFLSOHV#RI#WD[DWLRQ#IRU#WKHVH#IXQGV#ZRXOG#EH#YHU\#KHOSIXO1

)()6,# WDEOHV# KHUHLQDIWHU# D# ³3URSRVDO# IRU# WKH# LQFOXVLRQ# RI# UXOHV# RQ# 'HILQHG
&RQWULEXWLRQ# 3HQVLRQ# )XQGV# +'&3),# LQ# D# 'LUHFWLYH# RQ# +DUPRQLVDWLRQ# RI
2FFXSDWLRQDO# 6XSSOHPHQWDU\# 3HQVLRQV´# # +3HQVLRQ# )XQG# 'LUHFWLYH,1# 7KH# SURSRVDO
FRQWDLQV#D#GHVFULSWLRQ#DQG#WKH#UHDVRQV#IRU#WKH#GLIIHUHQW#FULWHULD#QHFHVVDU\#WR#DFKLHYH
D#KDUPRQLVDWLRQ#RI#GHILQHG#FRQWULEXWLRQ#VFKHPHV#RQ#(8#OHYHO1

)()6,#EHOLHYHV#WKDW#LI#D#KDUPRQLVDWLRQ#RI#GHILQHG#FRQWULEXWLRQ#VFKHPHV#RQ#(8#OHYHO
FDQ#EH#DFKLHYHG#WKHUH#ZLOO#EH#D#EULJKW#IXWXUH#IRU#(XURSHDQ#VXSSOHPHQWDU\#SHQVLRQV1
(XURSH#ZLOO#REWDLQ#D#SDUWLFXODUO\#PRGHUQ#DQG#HIILFLHQW#VHFRQG#SLOODU#V\VWHP1

##########################################################
:# (%5,
; &I1#)()6,#5HSRUW#RQ#XVH#RI#PXWXDO#IXQGV#IRU#UHWLUHPHQW#SXUSRVHV/#%UXVVHOV#4<<<1
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3URSRVDO#IRU#WKH#LQFOXVLRQ#RI#UXOHV#RQ#'HILQHG#&RQWULEXWLRQ
3HQVLRQ#)XQGV#LQ#D#'LUHFWLYH#RQ#+DUPRQLVDWLRQ#RI#2FFXSDWLRQDO

6XSSOHPHQWDU\#3HQVLRQV#+3HQVLRQ#)XQG#'LUHFWLYH,

,1# ,QWURGXFWLRQ=# 7KH# FXUUHQW# VLWXDWLRQ# RI# (XURSHDQ# RFFXSDWLRQDO
SHQVLRQV

7KH# UHDVRQV# IRU# WKH# QHFHVVLW\# WR# LQWURGXFH# KDUPRQLVHG# UXOHV# IRU#'&# V\VWHPV# LQ
(XURSH# EHFRPH# FOHDU#ZKHQ# ORRNLQJ# DW# WKH# FXUUHQW# VWDWH# RI# RFFXSDWLRQDO# SHQVLRQ
V\VWHPV#LQ#(XURSH#DQG#WKHLU#ZHDNQHVVHV1

(XURSH*V#RFFXSDWLRQDO#SHQVLRQ#VFKHPHV#VKRZ#D#YHU\#GLYHUVH#SLFWXUH1#&RPPRQ#WR#DOO
V\VWHPV# LV# WKH#GHSHQGHQF\#RI#SHQVLRQ#EHQHILWV#RQ#DQ#HPSOR\PHQW#FRQWUDFW#RU# WKH
SXUVXLW#RI#D#SDUWLFXODU#SURIHVVLRQ1# ,Q# WKH#PDMRULW\#RI#FDVHV# WKH#FRQWULEXWLRQV#DUH#DW
OHDVW# LQ#SDUW#SDLG#E\# WKH#HPSOR\HU#RQ#D# YROXQWDU\#EDVLV1#$OWKRXJK# LQ# VRPH# FDVHV
+H1J1#)UDQFH,#RFFXSDWLRQDO#VFKHPHV#DUH#DOVR#UXQ#DV#SD\0DV0\RX0JR#V\VWHPV/#DOPRVW
DOO#RFFXSDWLRQDO#SHQVLRQ#VFKHPHV#DUH#IXQGHG1#,Q#RWKHU#ZRUGV/#FRQWULEXWLRQV#SDLG#LQWR
WKHVH#VFKHPHV#DUH# LQYHVWHG# IRU# WKH#SXUSRVH#RI# IXQGLQJ# IXWXUH#EHQHILWV# UDWKHU# WKDQ
FXUUHQW#SHQVLRQV#SD\PHQWV1

$V# IXQGHG# V\VWHPV/# RFFXSDWLRQDO# SHQVLRQ# VFKHPHV# DUH# OHVV# YXOQHUDEOH# WR
GHPRJUDSKLF# FKDQJHV# DQG# DUH# WKHUHIRUH# LQ# SULQFLSOH# HOLJLEOH# WR# UHOLHYH# WKH# VWDWH
SHQVLRQ#V\VWHPV1#+RZHYHU/#ZLWK#UHVSHFW#WR#WKHLU#VSHFLILF#GHVLJQ#PDQ\#RI#WKH#H[LVWLQJ
RFFXSDWLRQDO# SHQVLRQ# LQVWUXPHQWV# VXIIHU# IURP# D# UDQJH# RI# VKRUWFRPLQJV# ZKLFK
FRQVLGHUDEO\#KDPSHU#WKHLU#ZLGHU#FRYHUDJH#DQG#ORZHU#WKHLU#EHQHILWV=

�# ,Q#(XURSH#WKH#FRYHUDJH#RI#RFFXSDWLRQDO#GHILQHG#EHQHILW#SHQVLRQ#VFKHPHV#DPRQJ
WKH#ZRUNLQJ#SRSXODWLRQ#YDULHV#EHWZHHQ#8#DQG#<3#SHU#FHQW1

�# 0DQ\#RI#WKH#VFKHPHV#DUH#HLWKHU#WLHG#WR#D#VSHFLILF#HPSOR\HU#RU#D#VSHFLILF#LQGXVWU\/
DQG#DV#D#UHVXOW#D#PXOWLWXGH#RI#VFKHPHV#H[LVWV1#7KLV#KDPSHUV#WKH#UHDOLVDWLRQ#RI
WKH#(8#JRDO#RI#PRELOLW\#RI#ZRUNHUV#ERWK#ZLWKLQ# WKHLU# FRXQWULHV# DQG# DW# WKH
(XURSHDQ#OHYHO#EHFDXVH#WKH#WUDQVIHU#RI#YHVWHG#SHQVLRQ#ULJKWV#ZKHQ#SHRSOH
FKDQJH# WKHLU# MREV# LV# HLWKHU#QRW#SRVVLEOH# DW# DOO# RU# LQYROYHV# D# FRQVLGHUDEOH
ORVV1

�# 7KH#ZLGHO\#VSUHDG#GHILQHG#EHQHILW#V\VWHPV# +ZKHUH# WKH#HPSOR\HU#JXDUDQWHHV# WKH
HPSOR\HH#D#FHUWDLQ# OHYHO#RI#EHQHILWV#DQG#DOVR#FRYHUV#KLV#ELRPHWULF# ULVNV,# OHDG# WR
XQSUHGLFWDEOH# OLDELOLWLHV# IRU# WKH#HPSOR\HUV1# ,Q#SDUWLFXODU#VPDOO#DQG#PHGLXP0VL]HG
FRPSDQLHV#RIWHQ#DUH#QRW#LQ#D#SRVLWLRQ#WR#H[SRVH#WKHPVHOYHV#WR#VXFK#ULVNV#ZLWKRXW
MHRSDUGLVLQJ# WKHLU# RZQ# H[LVWHQFH1# 7KLV# LV# SDUWLFXODUO\# DODUPLQJ# FRQVLGHULQJ# WKDW
60(V#UHSUHVHQW#WKH#ODUJHVW#HPSOR\HU#LQ#(XURSH1

�# 7KH#PDQDJHPHQW# RI# SHQVLRQ#PRQLHV# LV# RIWHQ# VXEMHFW# WR# UHVWULFWLYH# LQYHVWPHQW
ODZV# DQG# UHJXODWLRQV# ZKLFK# UHTXLUH# IXQG#PDQDJHUV# WR# LQYHVW# SUHGRPLQDQWO\# LQ
ERQGV# RU# LQ# WKH# QDWLRQDO#PDUNHW1#7KLV#PDNHV# LW# LPSRVVLEOH# IRU# WKH# VFKHPHV# WR
DFKLHYH# WKHLU#JRDO#RI#HDUQLQJ#DQ#DGHTXDWH#SHQVLRQ# LQFRPH# IRU# WKHLU#FRQWULEXWRUV
DQG#WKXV#ORZHUV#WKHLU#DWWUDFWLYHQHVV1



:

�# 7KH# WD[DWLRQ# RI# RFFXSDWLRQDO# SHQVLRQ# VFKHPHV# YDULHV# JUHDWO\# ZLWKLQ# (XURSH1
:KLOVW#LQ#PRVW#FRXQWULHV#SHQVLRQV#DUH#VXEMHFW#WR#GHIHUUHG#WD[DWLRQ#+ZKLFK#PHDQV
WKDW#WKH#SHQVLRQ#EHQHILWV#EHFRPH#OLDEOH#RQO\#GXULQJ#WKH#SD\0RXW#SKDVH,#WKHUH#DUH
DOVR# YDULRXV# V\VWHPV#ZLWK#DQ#XS0IURQW# WD[DWLRQ# +L1H1# FRQWULEXWLRQV# DUH# SDLG# IURP
WD[HG# LQFRPH,1# 8S0IURQW# WD[DWLRQ# ORZHUV# WKH# DWWUDFWLYHQHVV# RI# RFFXSDWLRQDO
SHQVLRQ#VFKHPHV/#ERWK#IRU#HPSOR\HUV#DQG#IRU#HPSOR\HHV1

7KHUHIRUH/#RQO\# LQ#D# IHZ#FRXQWULHV#KDYH# WKH#H[LVWLQJ#RFFXSDWLRQDO#SHQVLRQ#V\VWHPV
EHHQ#DEOH#WR#VXEVWDQWLDOO\#UHOLHYH#WKH#VWDWH#SHQVLRQ#V\VWHPV1

7KLV# EULHI# DQDO\VLV# RI# WKH# YDULRXV# SHQVLRQ# V\VWHPV# LQ#(XURSH# LQGLFDWHV# WKDW# HDFK
FRXQWU\#KDV#GHYHORSHG# LWV#RZQ#V\VWHP# LQ# OLQH#ZLWK# LWV#SROLWLFDO/#HFRQRPLF#DQG#VRFLDO
FRQGLWLRQV1# ,Q# IDFW/# WKHUH# LV#KDUGO\#D#SROLWLFDO# ILHOG#ZKLFK# LV# WKH#REMHFW#RI#VXFK# ILHUFH
SROLWLFDO#VWUXJJOHV#DV#WKH#SRSXODWLRQ*V#UHWLUHPHQW#V\VWHP1#7KLV#LV#DOVR#WKH#UHDVRQ#ZK\
HDFK# FRXQWU\#KDV#GHYHORSHG# LWV#RZQ#SHQVLRQ# IXQG# V\VWHP#RU# LV# LQ# WKH#SURFHVV#RI
GRLQJ#VR1#$JDLQVW#WKLV#EDFNGURS# LW#EHFRPHV#FOHDU#ZK\# WKH#(8#&RPPLVVLRQ#KDV#QRW
\HW#EHHQ#DEOH#WR#GHYLVH#D#VLQJOH#(XURSHDQ#SHQVLRQ#IXQG#V\VWHP1#2Q#WKH#RWKHU#KDQG
WKHUH# DUH# LQFUHDVLQJ# GHPDQGV# IURP# LQGXVWU\# DQG# EXVLQHVV# WR# LQWURGXFH# D# VLQJOH
(XURSHDQ#SHQVLRQ#IXQG#V\VWHP#WR#NHHS#SDFH#ZLWK#(XURSH*V#LQWHJUDWLRQ#SURFHVV#DQG
DQ# LQFUHDVLQJO\#PRELOH#ZRUNIRUFH1#$V#D#PHDQV#RI#RYHUFRPLQJ# WKH#FXUUHQW#SUREOHPV
LQ#WKH#ILHOG#RI#RFFXSDWLRQDO#UHWLUHPHQW#SURYLVLRQ#LQ#(XURSH/#)()6,#SURSRVHV#WKDW#RQO\
'&# V\VWHPV# WKDW# IXOILO# FHUWDLQ# JHQHUDO# TXDOLW\# FULWHULD# DUH# UHFRJQLVHG# DV
VXSSOHPHQWDU\#RFFXSDWLRQDO#UHWLUHPHQW#VFKHPHV#RQ#(XURSHDQ#OHYHO1

)()6,#EHOLHYHV#WKDW#WKH#IROORZLQJ#NH\#TXDOLW\#FULWHULD#WR#UHDFK#WKLV#DLP#DUH=

x# &ULWHULD#UHODWLQJ#WR#WKH# LQVWLWXWLRQDO#VHFXULW\#RI#D#'&3)# +DSSURYDO#RI#SHQVLRQ
IXQG#E\#D#FRPSHWHQW#DXWKRULW\#ZLWK# LQWHUYHQWLRQ#SRZHUV/#PDQDJHPHQW#E\#DVVHW
PDQDJHUV# DQG# DJHQWV# DSSURYHG# LQ# WKH# (8# ZKLFK# IXOILO# VWULFW# FULWHULD# FRYHULQJ
UHVSRQVLELOLW\/#FRPSHWHQFH/#DQG# WKH#PDQDJHUV#VWDQGLQJ/#FULWHULD#ZLWK# UHVSHFW# WR
WKH#'&3)# 0#FXVWRG\#RI#DVVHWV#ZLWK#D#GHSRVLWRU\/#VHSDUDWLRQ#RI#SRZHUV#EHWZHHQ
PDQDJHPHQW#DQG#GHSRVLWRU\/#SUXGHQWLDO#LQYHVWPHQW/#ULVN#GLYHUVLILFDWLRQ#RI#DVVHWV/
ZRUOG0ZLGH# LQYHVWPHQWV/# OLPLWV#RQ#SOHGJLQJ#RU#DVVLJQLQJ#DVVHWV#0,1#0RVW#RI#WKHVH
DUH# DGGUHVVHG# E\# WKH# ³IXQGDPHQWDO# SUXGHQWLDO# UXOHV´# HQYLVDJHG# E\# WKH# (8
&RPPLVVLRQ1

x# &ULWHULD# UHODWLQJ# WR# WKH# HFRQRPLF# HIILFLHQF\# DQG# VHFXULW\# RI# D# '&3)
+SRVVLELOLW\# WR# IRFXV# LQYHVWPHQWV# RQ# HTXLW\# DQG# UHDO# HVWDWH/# ULVN# GLYHUVLILFDWLRQ/
UROO0XS# RI# JDLQV/# ORQJ0WHUP# DFFXPXODWLRQ# RI# WKH# FRQWULEXWLRQV# SDLG# IRU# SHQVLRQ
SURYLVLRQ,1

x# &ULWHULD# UHODWLQJ# WR# WKH# WUDQVSDUHQF\# RI# D# '&3)# +UHJXODU# UHSRUWLQJ# WR# WKH
VXSHUYLVRU\#DXWKRULW\#DQG#EHQHILFLDULHV/#DXGLWHG#\HDUO\#DFFRXQWV,1

x# &ULWHULD# UHODWLQJ# WR# WKH# IOH[LELOLW\# RI# D# '&3)# +IOH[LELOLW\# RI# SD\PHQW# RI
FRQWULEXWLRQV#DQG#GXULQJ#WKH#SD\#RXW2#ZLWKGUDZDO#SKDVH,1

x# &ULWHULD#UHODWLQJ# WR# WKH#SRUWDELOLW\#RI#D#'&3)# +ULJKW#RI#XQOLPLWHG# WUDQVIHUDELOLW\
+RU#RZQHUVKLS,#RI#SODQ#DVVHWV#DW#PDUNHW#YDOXH#IRU#WKH#EHQHILFLDU\#ZLWKRXW#D#ORVV#RI



;

UHWLUHPHQW# LQFRPH/# QR# ZDLWLQJ# SHULRGV/# PDUNHW# YDOXH# GULYHQ# YDOXDWLRQ# WR# EH
FDUULHG#RXW#EDVHG#RQ#UXOHV#HVWDEOLVKHG#E\#WKH#FRPSHWHQW#DXWKRULWLHV,1

,,1#&ULWHULD#IRU#D#GHILQHG#FRQWULEXWLRQ#SHQVLRQ#IXQG#+'&3),#V\VWHP

,Q#RUGHU#WR#IDFLOLWDWH#WKH#GLVFXVVLRQ/#WKH#SURSRVHG#TXDOLW\#FULWHULD#IRU#'&3)#DUH#WDEOHG
LQ#WKH#RUGHU#WKDW#DSSHDUV#LQ#WKH#(8#&RPPLVVLRQ#&RPPXQLFDWLRQ#GG1#441#0D\#4<<<1

$1#3UXGHQWLDO#UXOHV#IRU#SHQVLRQ#IXQGV

7KH# LGHDV# RI# WKH# &RPPLVVLRQ# UHODWH# SULPDULO\# WR# WKH# NH\# DVSHFWV# RI# LQVWLWXWLRQDO
VDIHW\# DQG# WUDQVSDUHQF\# RI# D# '&3)1# 7KH# &RPPLVVLRQ# DGGUHVVHV# WKH# IROORZLQJ
SRLQWV=

41# 6HSDUDWLRQ#RI#DVVHWV#2#QHXWUDOLW\#IURP#HPSOR\HU

7KH#&RPPLVVLRQ#SURSRVHV# WR#VHSDUDWH# WKH#DVVHWV#RI# WKH#SHQVLRQ# IXQG#DQG#RI# WKH
VSRQVRULQJ# HPSOR\HU<1# )()6,# VWURQJO\# VXSSRUWV# WKLV# SURSRVDO1# $# SHQVLRQ# IXQG
V\VWHP# VKRXOG# QHYHU# EH# WLHG# WR# DQ# HPSOR\HU/# LQ# RWKHU# ZRUGV/# WKH# DVVHWV# RI# WKH
SHQVLRQ# IXQG# VKRXOG# EH# VHSDUDWHG# IURP# WKRVH# RI# WKH# HPSOR\HU1# $Q# RFFXSDWLRQDO
SHQVLRQ#V\VWHP#ZKLFK#LV#WLHG#WR#DQ#HPSOR\HU#LQYROYHV#D#QXPEHU#RI#SRWHQWLDO#FRQIOLFWV
RI# LQWHUHVW# EHWZHHQ# HPSOR\HHV# DQG# FRPSDQ\# RU# EHWZHHQ# HDUO\# UHWLUHHV# DQG# ODWH
UHWLUHHV1#,Q#SULQFLSOH#SHQVLRQ#SURYLVLRQ#LV#QRWKLQJ#PRUH#WKDQ#D#ORQJ0WHUP#VDYLQJV#SODQ
ZKLFK#VHUYHV#WKH#SXUSRVH#RI#EXLOGLQJ#XS#D#FDSLWDO#VWRFN#ZKLFK#PD\#EX\#D#SHQVLRQ#LQ
UHWLUHPHQW1#1RERG\#ZRXOG#VHULRXVO\#FRQVLGHU#HQWUXVWLQJ#KLV# OLIH0ORQJ#VDYLQJV# WR#KLV
HPSOR\HU1#:K\#VKRXOG#HPSOR\HHV#ZDQW# WR#HQWUXVW# WKH#PDQDJHPHQW#RI# WKH# FDSLWDO
VDYHG# LQ# FRQQHFWLRQ#ZLWK# WKH# VHFRQG# SLOODU# V\VWHP# WR# WKH# HPSOR\HU"# 7KHUH# LV# QR
REMHFWLYH#UHDVRQ#ZK\#WKH\#VKRXOG#GR#WKDW1

51 $XWKRULVDWLRQ#RI#SHQVLRQ#IXQGV#E\#D#FRPSHWHQW#DXWKRULW\#)#WKH#GHILQLWLRQ#RI
WKH#VXSHUYLVRU\#DXWKRULW\¶V#SRZHU#WR# LQWHUYHQH#DQG#VHWWLQJ#XS#RI#D#V\VWHP
RI#VDQFWLRQV1

7KH# &RPPLVVLRQ# SURSRVHV# WR# UHTXLUH# WKH# DXWKRULVDWLRQ# RI# SHQVLRQ# IXQGV# E\# D
FRPSHWHQW#DXWKRULW\#ZLWK#ZHOO#GHILQHG# LQWHUYHQWLRQ#SRZHUV#DV#ZHOO#DV# WKH#VHWWLQJ#XS
RI#D#V\VWHP#RI#VDQFWLRQV431

,Q#RUGHU#WR#PDNH#LW#LPSRVVLEOH#IRU#WKLUG#SDUWLHV#WR#DFFHVV#WKH#SHQVLRQ#FDSLWDO/#)()6,
WKLQNV# LW# LV# QHFHVVDU\# WR# SURYLGH# IRU# D# OHJDO# IUDPHZRUN# ZKLFK# LQYROYHV# VWDWH
VXSHUYLVLRQ1#7KLV# OHJDO# IUDPHZRUN#VKRXOG#VSHFLILFDOO\#SURYLGH# WKDW# WKH#DVVHWV#PXVW
EH#PDQDJHG#VROHO\# LQ#WKH# LQWHUHVW#RI#WKH# LQYHVWRU*V#SHQVLRQ#SURYLVLRQ1#7KH#DXWKRULW\
ZRXOG# QHFHVVDULO\# DOVR# QHHG# WKH# SRZHU# WR# SROLFH# WKH# VHFWRU/# L1H1# WR# VHW# XS# DQG
LPSOHPHQW# D# V\VWHP# RI# VDQFWLRQV/# LQFOXGLQJ# EXW# QRW# OLPLWHG# WR# D# UHYRFDWLRQ# RI
DXWKRULVDWLRQ1
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61# $XWKRULVDWLRQ# VXEMHFW# WR# VWULFW# FULWHULD# UHJDUGLQJ# WKH# UHVSRQVLELOLW\/
FRPSHWHQFH#DQG#LQWHJULW\#RI#PDQDJHUV1

7KH#&RPPLVVLRQ#SURSRVHV#WR#UHTXLUH#DXWKRULVDWLRQ#RI#SHQVLRQ#IXQGV#VXEMHFW#WR#VWULFW
FULWHULD#UHJDUGLQJ#WKH#UHVSRQVLELOLW\/#FRPSHWHQFH#DQG#LQWHJULW\#RI#PDQDJHUV441#)()6,
WKLQNV#LW#LV#QHFHVVDU\#WR#SURYLGH#IRU#D#OHJDO#IUDPHZRUN#ZKLFK#LQYROYHV#D#FKHFN#RI#WKH
TXDOLW\#RI#WKH#PDQDJHUV#VLPLODU#WR#DUWLFOH#7#+6,#RI#WKH#8&,76#GLUHFWLYH#+;829442((&,1

71 6HWWLQJ#XS#D#PHFKDQLVP#IRU#SHULRGLF#VWDWHPHQWV#WR#PHPEHUV

7KH#GLUHFW#FRQQHFWLRQ#EHWZHHQ#FRQWULEXWLRQV#DQG#DFFXPXODWLRQ#RI#DVVHWV#IRU#SHQVLRQ
SURYLVLRQ# VKRXOG# EH# FOHDU# DQG# WUDQVSDUHQW# IRU# WKH# LQYHVWRU1# 7KH# &RPPLVVLRQ
SURSRVHV#D#PHFKDQLVP#RI#SHULRGLF# VWDWHPHQWV# WR#PHPEHUV451#)()6,# IXOO\# DJUHHV
ZLWK#WKLV#DSSURDFK#DQG#VXJJHVWV#WR#UHTXLUH#'&3)#WR#SXEOLVK#UHJXODUO\#WKH#QHW#DVVHW
YDOXH#RI# WKH#EHQHILFLDULHV¶#SHQVLRQ#DVVHWV/#D#SURVSHFWXV#DV#ZHOO#DV#KDOI0\HDUO\#DQG
DXGLWHG# DQQXDO# ILQDQFLDO# UHSRUWV1#7KHVH# UHTXLUHPHQWV# VKRXOG# EH#PRGHOOHG# RQ# WKH
WLPH# WHVWHG#DUWLFOHV# 5:# WR# 68#RI# WKH#8&,76#GLUHFWLYH1#)XUWKHUPRUH/# WKH#SDUWLFLSDQWV
VKRXOG#UHFHLYH#DQQXDOO\#D#SHQVLRQ#VWDWXV#UHSRUW1#7KH#WRWDO#RI#LQIRUPDWLRQ#SURYLGHG#WR
WKH# SURVSHFWLYH# SHQVLRQHU# ZLOO# FRYHU# DW# OHDVW=# WKH# WRWDO# HPSOR\HU# DQG# HPSOR\HH
FRQWULEXWLRQV/# WKH# LQYHVWPHQWV# PDGH# E\# WKH# IXQG/# WKH# LQFRPH# HDUQHG# E\# WKHVH
LQYHVWPHQWV/#WKH#YDOXH#RI#WKH#DFFXPXODWHG#SHQVLRQ#DVVHWV/#DV#ZHOO#DV#WKH#IHHV#DQG
FRPPLVVLRQV#SDLG##ZLWKLQ#WKH#VFKHPH#DQG#SRVVLEO\#WKH#SHUIRUPDQFH#RI#WKH#'&3)#DV
LW# UHODWHV# WR# WKH# HQYLVDJHG# UHVXOWV1# $# EDVLV# RI# LQIRUPDWLRQ# IRU# '&3)# SDUWLFLSDQWV
VLPLODU#LQ#SULQFLSOH#WR#WKDW#SURYLGHG#E\#8&,76#ZLOO#HQVXUH#D#KLJK#OHYHO#RI#WUDQVSDUHQF\
DV# UHTXLUHG#E\# WKH#&RPPLVVLRQ#HVSHFLDOO\# LQ# FDVH#RI#'&# V\VWHPV1#0HPEHUV#RI#D
SHQVLRQ#VFKHPH#ZLOO#EH#SURYLGHG#ZLWK#VXEVWDQWLDO# UHJXODU# LQIRUPDWLRQ#VLPLODU# WR# WKH
VKDUHKROGHUV# RI# D# FRPSDQ\# ZKR# UHFHLYH# LQIRUPDWLRQ# DERXW# WKH# FRPSDQ\# ZKRVH
HTXLWLHV#WKH\#RZQ1

7KH#&RPPLVVLRQ# SURSRVHV# LQ# WKLV# FRQWH[W# DQ# DXGLW# IRU# WKH# DQQXDO# UHSRUWV# RI# WKH
SHQVLRQ# IXQG1# 7KH# DXGLW# VKRXOG# DOVR# H[DPLQH#ZKHWKHU# WKH#'&3)# LV#PDQDJHG# LQ
FRQIRUPLW\#ZLWK#WKH#UHJXODWLRQV#RI#WKH#SHQVLRQ#ODZ#DQG#ZKHWKHU#WKH#'&3)#UXOHV#DQG
WHUPV#RI#FRQWUDFW#KDYH#EHHQ#FRPSOLHG#ZLWK1#7KH#UHVXOW#RI#WKH#DXGLW#LV#WR#EH#SXEOLVKHG
LQ#WKH#DQQXDO#UHSRUW#ZKLFK#VKRXOG#LQFOXGH#WKH#IXOO#ZRUGLQJ#RI#WKH#DXGLW#FHUWLILFDWH1

81# 6HWWLQJ# XS# D# PHFKDQLVP# IRU# SHULRGLF# VWDWHPHQWV# WR# WKH# VXSHUYLVRU\
DXWKRULWLHV

7KH# &RPPLVVLRQ# SURSRVHV# D# PHFKDQLVP# RI# SHULRGLF# VWDWHPHQWV# DOVR# WR
VXSHUYLVRUV461#)()6,#IXOO\#DJUHHV#ZLWK#WKLV#DSSURDFK#DQG#VXJJHVWV#WR#UHTXLUH#'&3)
WR# VHQG# WKH# SURVSHFWXV/# DPHQGPHQWV# WKHUHWR/# KDOI0\HDUO\# DQG# DXGLWHG# DQQXDO
ILQDQFLDO# UHSRUWV# WR# WKH# SHQVLRQ# UHJXODWRU1# 7KHVH# UHTXLUHPHQWV# DUH# PRGHOOHG# RQ
DUWLFOH#65#RI#WKH#8&,76#GLUHFWLYH1#$GGLWLRQDOO\/#WKH#SHQVLRQ#UHJXODWRU#VKRXOG#EH#DEOH
WR#UHTXHVW# IURP# WKH#'&3)#DW#DOO# WLPHV#DOO# LQIRUPDWLRQ# LW#VHHV# ILW# WR#DYRLG#DQ\# IUDXG/
PLVXVH#RU#HPEH]]OHPHQW#RI#SHQVLRQ#IXQGV#DVVHWV1#7KHVH#VKRXOG#EH#VXSSOHPHQWHG
DW#UHJXODU#LQWHUYDOV#E\#DQ#H[SODQDWLRQ#RI#WKH#RYHUDOO#LQYHVWPHQW#VWUDWHJ\#LQ#WKH#OLJKW#RI
WKH#FRPPLWPHQWV#HQWHUHG# LQWR1#$#JRRG#EDVLV#RI# LQIRUPDWLRQ#VLPLODU# WR# WKDW#SURYLGHG
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E\#8&,76#ZLOO#HQVXUH#D#KLJK# OHYHO#RI# WUDQVSDUHQF\#DQG#VHFXULW\#DV# UHTXLUHG#E\# WKH
&RPPLVVLRQ/#HVSHFLDOO\#LQ#FDVH#RI#'&#V\VWHPV1

91# )XUWKHU#UHTXLUHPHQWV#ZLWK#UHVSHFW#WR#WKH#VWUXFWXUH#RI#D#'&3)

)()6,# UHJDUGV# WKH# IROORZLQJ# FULWHULD# ZKLFK# DUH# QRW# H[SUHVVO\# PHQWLRQHG# LQ# WKH
&RPPXQLFDWLRQ#DV#HVVHQWLDO#LQJUHGLHQWV#RI#D#KLJK#TXDOLW\#'&3)=

D,# 6HJPHQWDWLRQ#RI#IXQFWLRQV#ZLWK#UHJXODU#LQWHUQDO#FKHFNV

7KH#&RPPLVVLRQ#VXJJHVWV# LQ# WKH#FRQWH[W#RI#GLVFXVVLRQ#RI#DGHTXDWH#VXSHUYLVLRQ#RI
SHQVLRQ#IXQGV#XVLQJ#WKH#SUXGHQW#PDQ#DSSURDFK#WR#PDQDJHPHQW#WKDW#D#VHJPHQWDWLRQ
RI# IURQW0HQG# DQG# EDFN# RIILFH# ZLWK# UHJXODU# LQWHUQDO# FKHFNV# LV# QHFHVVDU\471# )()6,
SURSRVHV#WR#UHFRJQLVH#WKDW#ZLWKLQ#D#'&3)#WKHUH#DUH#VHYHUDO#IXQFWLRQV#WR#EH#FDUULHG
RXW/#LQFOXGLQJ#EXW#QRW#OLPLWHG#WR#WKH#IROORZLQJ=

x# ,QYHVWPHQW#0DQDJHPHQW
x# )XQG#$FFRXQWLQJ
x# 'HSRVLWDU\#2#&XVWRG\
x# 3HQVLRQ#$GPLQLVWUDWLRQ#0DQDJHPHQW
x# 'LVWULEXWLRQ20DUNHWLQJ

)()6,# SURSRVHV# WR# DOORZ# DQ\# DSSURYHG# '&3)#PDQDJHU# WR# FDUU\# RXW# LQYHVWPHQW
PDQDJHPHQW/# IXQG# DFFRXQWLQJ/# SHQVLRQ# DGPLQLVWUDWLRQ# +FRQWULEXWLRQV/# EHQHILWV
FROOHFWLRQ# DQG# SD\PHQWV/# RWKHU# UHJLVWUDU# FRPPXQLFDWLRQV,/# PDQDJHPHQW# DQG
GLVWULEXWLRQ2#PDUNHWLQJ# IXQFWLRQV1#+RZHYHU/# D#'&3)# SURYLGHU# SURYLGLQJ#PRUH# WKDQ
RQH# RI# WKH# DERYH# PHQWLRQHG# IXQFWLRQV# PXVW# VWULFWO\# VHSDUDWH# WKH# IXQFWLRQ# RI
LQYHVWPHQW#PDQDJHPHQW# IURP# IXQG# DFFRXQWLQJ# +³&KLQHVH# ZDOOV´,1# 7KH# GHSRVLWDU\
2FXVWRG\#IXQFWLRQ#PD\#QHYHU#EH#FDUULHG#RXW#E\#WKH#'&3)#PDQDJHU1#)XUWKHUPRUH/#WKH
FXVWRGLDQ# +GHSRVLWDU\,# VKRXOG# EH# JLYHQ# FHUWDLQ# FRQWURO# IXQFWLRQV# DV# RXWOLQHG# LQ
$UWLFOHV#:# WR#44#RI# WKH#8&,76#GLUHFWLYH1#7KLV#DUUDQJHPHQW#KDV#ZRUNHG#ZHOO# IRU# WKH
8&,76#LQGXVWU\#DQG#ZLOO#FRQVLGHUDEO\#VWUHQJWKHQ#WKH#LQVWLWXWLRQDO#VDIHW\#RI#D#SHQVLRQ
IXQG1#7KLV#KDV#WKH#IROORZLQJ#LPSOLFDWLRQV=

7KH#DVVHWV#RI#WKH#'&3)#PXVW#EH#VDIH0NHSW#VHSDUDWH#IURP#WKH#'&3)#PDQDJHU#E\#D
FUHGLW# LQVWLWXWLRQ#ZKLFK# LV# OHJDOO\# LQGHSHQGHQW#RI#WKH#'&3)#DQG# OLFHQVHG#WR#DFW#DV#D
GHSRVLWDU\# +GHSRVLWDU\# SULQFLSOH,1# 7KH# LQYROYHPHQW# RI# WKH# GHSRVLWDU\# PDNHV# LW
LPSRVVLEOH# IRU# WKH# '&3)# PDQDJHPHQW# FRPSDQ\# WR# DFFHVV# WKH# '&3)¶V# DVVHWV1
$QRWKHU# LPSRUWDQW# IXQFWLRQ#RI# WKH#GHSRVLWDU\# FRXOG#EH# WR#GHWHUPLQH# WKH#QHW#DVVHW
YDOXH#RI# WKH#'&3)1#&RUUHFW#SULFLQJ#HQVXUHV# WKDW# WKH# LQYHVWRU*V#VKDUH#RI# WKH#'&3)
DVVHWV# LV# SURSHUO\# FDOFXODWHG1# 7KH# '&3)V# LQVWLWXWLRQDO# VHFXULW\# LV# DGGLWLRQDOO\
HQKDQFHG# E\# WKH# IDFW# WKDW# WKH# GHSRVLWDU\# SHUIRUPV# D# QXPEHU# RI# OHJDOO\# UHJXODWHG
FRQWUROV# DQG# SDUWLFLSDWRU\# SRZHUV1# ,Q# FHUWDLQ# FLUFXPVWDQFHV/# WKH# GHSRVLWDU\# DOVR
UHSUHVHQWV# WKH# LQWHUHVWV#RI# WKH# LQYHVWRUV#E\#DVVHUWLQJ# FODLPV#RU#E\#EULQJLQJ#DFWLRQ
DJDLQVW# HQGDQJHULQJ# WKH#'&3)# DVVHWV1# ,Q# SHUIRUPLQJ# LWV# IXQFWLRQV# WKH# GHSRVLWDU\
PXVW# DFW# LQGHSHQGHQWO\# RI# WKH# '&3)# PDQDJHPHQW# FRPSDQ\# DQG# VROHO\# LQ# WKH
LQWHUHVWV#RI# WKH#EHQHILFLDULHV1# ,W#PD\#FDUU\#RXW# WKH# LQVWUXFWLRQV#RI# WKH#SHQVLRQ# IXQG
PDQDJHPHQW#RQO\# LI# WKHVH#DUH#QRW# LQ#EUHDFK#RI#DQ\# ODZ#RU# WKH# UXOHV#RI# WKH#'&3)1

##########################################################
47 &20#+<<,#467/#ER[#91



44

)()6,#EHOLHYHV#WKDW#WKH#JRDO#RI#UHWLUHPHQW#SURYLVLRQ#IXUWKHUPRUH#PDNHV#LW#QHFHVVDU\
WR#GLVFXVV#DSSURSULDWH#FDSLWDO#UHTXLUHPHQWV#IRU#WKH#GHSRVLWDU\#RI#D#'&3)#V\VWHP1

7KH#&RPPLVVLRQ#KDV#SURSRVHG# WKDW#SHQVLRQ# IXQGV#VKRXOG#KDYH#DGHTXDWH# LQWHUQDO
FRQWUROV#ZKLFK#DUH#YHULILHG#E\#H[WHUQDO#DXGLWRUV481#)()6,#EHOLHYHV# WKDW# WKH# LQWHUQDO
DXGLW#IXQFWLRQ#DW#WKH#OHYHO#RI#WKH#'&3)#V\VWHP#LV#YHU\#LPSRUWDQW1#7KH#SXUSRVH#RI#WKH
LQWHUQDO#DXGLW#IXQFWLRQ#DW#WKH#PDQDJHPHQW#RI#D#'&3)#LV#WR#SURYLGH#WKH#PDQDJHPHQW
ZLWK#LQIRUPDWLRQ#DERXW#WKH#RUGHUO\#FRQGXFW#RI#EXVLQHVV# LQ#DOO#GHSDUWPHQWV#DQG#XQLWV
DV#ZHOO#DV#DERXW#DQ\#VKRUWFRPLQJV#DQG#KD]DUGV#LGHQWLILHG1#7KH#VXSHUYLVRU\#DXWKRULW\
PXVW#VSHFLI\#WKH#UHTXLUHPHQWV#FRQFHUQLQJ#WKH#VWUXFWXUH/#RUJDQLVDWLRQ#DQG#HTXLSPHQW
RI#WKH#LQWHUQDO#DXGLW#IXQFWLRQ#LQ#RUGHU#WR#HQVXUH#WKDW#WKHUH#LV#DQ#RQJRLQJ#DQG#HIIHFWLYH
FRQWURO#RI#EXVLQHVV#RSHUDWLRQV1#(DFK#DXGLW#VKRXOG#OHDG#WR#D#UHSRUW#ZKLFK#LV#XVHG#E\
WKH#PDQDJHPHQW#WR#GHYLVH#FRXQWHU0PHDVXUHV#LI#DQ\#H[FHSWLRQV#KDYH#EHHQ#GHWHFWHG1
)()6,#VXSSRUWV#WKH#&RPPLVVLRQ#YLHZ#WKDW#LQWHUQDO#FRQWUROV#DUH#FKHFNHG#E\#H[WHUQDO
DXGLWRUV1

E,#&DSLWDO

)()6,#EHOLHYHV#WKDW#WKH#FDSLWDOLVDWLRQ#RI#WKH#PDQDJHPHQW#HQWLW\#RI#WKH#'&3)#LV#QRW
DQ#LVVXH#LI#WKH#GHSRVLWDU\#RI#D#SHQVLRQ#IXQG#LV#DGHTXDWHO\#FDSLWDOLVHG#WR#FRPSHQVDWH
WKH#IXQG#IRU#ORVVHV#LQFXUUHG1

F,#3RUWDELOLW\#RI#WKH#3HQVLRQ

)()6,#VXJJHVWV# WKDW#FRQWULEXWRUV# VKRXOG# UHFHLYH# IXQG#XQLWV# IRU# WKHLU# FRQWULEXWLRQV1
(PSOR\HHV#ZLVKLQJ#WR#VZLWFK#IURP#RQH#'&3)#DUUDQJHPHQW# WR#DQRWKHU#VKRXOG#KDYH
WKH#SRVVLELOLW\# WR#GR#VR#E\# ³VHOOLQJ´# WKH#XQLWV#RI# WKHLU# V\VWHP#DQG# ³EX\LQJ´#XQLWV#RI
DQRWKHU1#7KLV# VROYHV# WKH#SUREOHP#RI# WUDQVIHU# YDOXH=#SXUFKDVH#DQG# VDOH# VKRXOG# EH
HIIHFWHG#RQ#WKH#EDVLV#RI#UXOH#GULYHQ#YDOXDWLRQ#V\VWHPV#EDVHG#RQ#PDUNHW#YDOXHV1#7KLV
IHDWXUH#RI#DQ# LGHDO#SHQVLRQ# LV#EHFRPLQJ# LQFUHDVLQJO\# LPSRUWDQW# LQ#YLHZ#RI# WKH# IDFW
WKDW# SHRSOH# ZLOO# FKDQJH# WKHLU# MREV# PXFK# PRUH# IUHTXHQWO\# WKDQ# LQ# WKH# SDVW1# )RU
LQVWDQFH#LQ#WKH#8QLWHG#.LQJGRP#HPSOR\HHV#RQ#DYHUDJH#FKDQJH#WKHLU# MREV#HYHU\#917
\HDUV1#$W# WKH#VDPH# WLPH# WKH#QXPEHU#RI#SDUW0WLPH#ZRUNHUV# LV# LQFUHDVLQJ/#HVSHFLDOO\
DPRQJ#WKH#IHPDOH#SRSXODWLRQ1#,I#DQ#HPSOR\HH*V#VKDUH#RI#D#SHQVLRQ#IXQG#LV#SRUWDEOH/
DGHTXDWH#SHQVLRQ#LQFRPH#FDQ#EH#DFKLHYHG#HYHQ#LQ#DQ#HQYLURQPHQW#RI#KLJK#PRELOLW\1
7KLV#ZRXOG#DOVR# UHGXFH# LPSHGLPHQWV# WR# WKH# IUHH#PRYHPHQW#RI#ZRUNHUV/#RQH#RI# WKH
IXQGDPHQWDO#IUHHGRPV#HPERGLHG#LQ#WKH#(8#7UHDW\1

DD,#2ZQHUVKLS#6WDWXV#RI#(PSOR\HHV

)()6,#IDYRXUV#D#'&3)#V\VWHP#EDVHG#RQ#VHFXULWLHV#RZQHUVKLS1#7KLV#VWUHQJWKHQV#WKH
SRVLWLRQ#RI#WKH#LQGLYLGXDO#HPSOR\HH=#KH2VKH#KDV#QRW#MXVW#FODLPV#RQ#D#SHQVLRQ#VFKHPH
EXW# LQGHHG#KDV#DQ#RZQHUVKLS# WLWOH# WR# WKH#DVVHWV#GHVWLQHG# IRU# UHWLUHPHQW#SURYLVLRQ1
7KLV#ZLOO#IDFLOLWDWH#WUDQVIHUDELOLW\#DQG#SRUWDELOLW\#RI#SHQVLRQV1#$OVR#WKHUH#LV#QR#QHHG#IRU
VSHFLILF#VROYHQF\#UXOHV#IRU#'&3)1

EE,#1R#:DLWLQJ#3HULRGV

##########################################################
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$# '&3)# V\VWHP# WKDW# LV# EDVHG# RQ# RZQHUVKLS# RI# VHFXULWLHV# KDV# WKH# DGGLWLRQDO
DGYDQWDJH#WKDW# LW#GRHV#QRW#QHHG#DQ\#ZDLWLQJ#SHULRGV# IRU#SHQVLRQ#HQWLWOHPHQWV1#7KLV
PHDQV# WKDW#DOO#HPSOR\HHV#FDQ#EH# LQFOXGHG# LQ# WKH#V\VWHP# IURP# WKH# ILUVW#GD\#RI# WKHLU
HPSOR\PHQW# +LQFOXGLQJ# SDUW0WLPH# DQG# VKRUW0WLPH#ZRUNHUV,1#7KLV#ZRXOG# DOVR# UHGXFH
LPSHGLPHQWV# WR# WKH# IUHH#PRYHPHQW#RI#ZRUNHUV/#RQH#RI# WKH# IXQGDPHQWDO# IUHHGRPV
HPERGLHG#LQ#WKH#(8#7UHDW\1

FF,#1HXWUDOLW\

)()6,# VWURQJO\# EHOLHYHV# WKDW# VZLWFKLQJ# RI# MREV# VKRXOG# QRW# EH# DQ# DFFHSWDEOH
DUJXPHQW#WR#UHGXFH#WKH#WUDQVIHU#YDOXH#RI#D#SHQVLRQ#LQ#IDYRXU#RI#WKH#HPSOR\HHV##ZKR
UHPDLQ# LQ# WKH# IXQG1#7KLV/#KRZHYHU/# LV# WKH#FDVH# LQ#D#QXPEHU#RI#PHPEHU#VWDWHV#ZLWK
WUDGLWLRQDO# SHQVLRQ# LQVWUXPHQWV1#'&3)# DUH# LGHDOO\# VXLWHG# WR#PDLQWDLQ# QHXWUDOLW\# LQ
FDVH# RI# MRE# FKDQJH# DV# WKH\# DUH# EDVHG# RQ# RZQHUVKLS# RI# VHFXULWLHV# RU# RWKHUZLVH
VHFXUH#WKH#WUDQVIHUDELOLW\#RI#WKH#LQGLYLGXDO¶V#SHQVLRQ#DVVHWV#DW#PDUNHW#YDOXH1

G,#1R#3OHGJH#RU#$VVLJQPHQW

7KH#&RPPLVVLRQ#GLG#QRW#GLVFXVV# WKH#QHHG# WR#SURWHFW# WKH#DVVHWV#RI#D#SHQVLRQ# IXQG
DJDLQVW#SOHGJH#RU#DVVLJQPHQW1#7KH#PDQDJHPHQW#RI#D#SHQVLRQ# IXQG#VKRXOG#QRW#EH
DOORZHG#WR#SOHGJH#RU#DVVLJQ#DVVHWV#RI#WKH#IXQG#RU#PDNH#JXDUDQWHHV#UXQQLQJ#DJDLQVW
WKH# IXQG# LQ#RUGHU# WR#DYRLG#DQ\# ORVVHV# WR#PHPEHUV/#RWKHU# WKDQ# IRU# WKH#SXUSRVH# RI
HIILFLHQW#SRUWIROLR#PDQDJHPHQW#+DV#GHILQHG#LQ#$UWLFOH#54#RI#WKH#8&,76#GLUHFWLYH,1

H,#)UHHGRP#RI#&KRLFH

)()6,#EHOLHYHV# WKDW# WKH#GLUHFWLYH# IXUWKHUPRUH#VKRXOG#QRW#SURKLELW#DQ\#HPSOR\HH# WR
KDYH# WKH# ULJKW# WR# FKRRVH# D#'&3)# DQG2RU#'&3)#PDQDJHPHQW# FRPSDQLHV# DQG2RU
'&3)# LQYHVWPHQWV# RQ# KLV2KHU# RZQ# MXGJHPHQW1# ,Q# WKH# VDPH# ZD\# DV# VDYHUV# FDQ
GHSRVLW#WKHLU#VDYLQJV#ZLWK#VHYHUDO#FRPSHWLQJ# LQVWLWXWLRQV/#HPSOR\HHV#VKRXOG#EH#IUHH
WR#LQYHVW#WKH#FRQWULEXWLRQV#IRU#WKHLU#RFFXSDWLRQDO#SHQVLRQ#VFKHPH#ZLWK#VHYHUDO#'&3)
RU#KDYH#DW#OHDVW#VHYHUDO#LQYHVWPHQW#RSWLRQV#LQVLGH#WKHLU#'&3)1#'HSHQGLQJ#RQ#KLV2KHU
SHUVRQDO# ULVN#DWWLWXGH#RU#DJH/# WKH# LQYHVWRU#VKRXOG#EH# IUHH# WR#FKRRVH#EHWZHHQ#KLJK0
ULVN# RU# ORZ0ULVN# VWUDWHJLHV# RU# D# FRPELQDWLRQ# RI# ERWK1# 'XULQJ# WKHLU# ZRUNLQJ# OLIH/
HPSOR\HHV#VKRXOG#QRW#EH#WLHG#WR#D#SDUWLFXODU#SHQVLRQ#LQVWLWXWLRQ1

I,#)OH[LELOLW\

)()6,#SURSRVHV# WKDW#SD\PHQW#VWUHDPV# LQWR2RXW#RI#D#'&3)#VKRXOG#QRW#EH# WLHG#E\#D
ULJLG# IRUPXOD1# ,QVWHDG/# HDFK# HPSOR\HH# VKRXOG# EH# IUHH# WR# IL[# KLV# RZQ
FRQWULEXWLRQ2ZLWKGUDZDOV#UDWH#DQG#KLV#RZQ#SD\PHQWV# LQWR2RXW#RI# WKH#V\VWHP/#HYHQ# LI
WKH\#QR#ORQJHU#HQMR\#D#WD[#SULYLOHJH#EH\RQG#D#FHUWDLQ#OHYHO1#,W#VKRXOG#EH#SRVVLEOH#IRU
WKH# HPSOR\HH# WR# LQFUHDVH/# UHGXFH# DQG# WHPSRUDULO\# VXVSHQG# WKH# DJUHHG# UHJXODU
SD\PHQWV2ZLWKGUDZDOV1# ,Q# WKLV# FRQWH[W# DOVR# ZD\V# RI# DFKLHYLQJ# PRUH# IOH[LELOLW\# RI
HPSOR\HUV#FRQWULEXWLRQV#QHHG#WR#EH#GLVFXVVHG1

%#,QYHVWPHQW#5XOHV

41#3UXGHQW#0DQ#5XOH24XDQWLWDWLYH#,QYHVWPHQW#/LPLWV
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$# UHJXODWLRQ# RI# LQYHVWPHQW# UXOHV# QRW# RQO\# UHODWHV# WR# WKH# LQVWLWXWLRQDO# VDIHW\# RI# D
SHQVLRQ#IXQG#EXW#PRUH#LPSRUWDQWO\#LV#SUHGHWHUPLQLQJ#WR#D#ODUJH#H[WHQW#WKH#HFRQRPLF
HIILFLHQF\#RI# WKH# IXQG1#7KH# OHJDO# IUDPHZRUN#VKRXOG#VSHFLILFDOO\#PDNH#VXUH# WKDW# WKH
DVVHWV#DUH#PDQDJHG#VROHO\# LQ# WKH# LQWHUHVW#RI# WKH# LQYHVWRU*V#SHQVLRQ#SURYLVLRQ1#)RU
LQVWDQFH/#WKH#ODZ#VKRXOG#PDNH#LW#DEVROXWHO\#FOHDU#WKDW#WKHVH#IXQGV#PD\#QRW#EH#XVHG
IRU#VSHFXODWLYH#SXUSRVHV/#H1J1#E\#FRQVWUDLQLQJ#ERUURZLQJ#SRZHUV1

6FLHQWLILF#UHVHDUFK#DQG#WKH#ILQGLQJV#RI#WKH#&RPPLVVLRQ#VXJJHVW# WKDW#SHQVLRQ# IXQGV
VKRXOG#SXUVXH#DQ# LQYHVWPHQW#SROLF\#ZKLFK#DFKLHYHV#D#KLJK# ORQJ0WHUP#SHUIRUPDQFH
VLPLODU# WR# WKH#YHU\#VXFFHVVIXO#$QJOR0$PHULFDQ#SHQVLRQ# IXQGV#ZKLFK# LQYHVW#D# ODUJH
SRUWLRQ#RI#WKHLU#DVVHWV#LQ#HTXLWLHV#DQG#±#WR#D#PXFK#OHVVHU#GHJUHH#±#LQ#UHDO#HVWDWH1

7KH#&RPPLVVLRQ#IDYRXUV#D#TXDOLWDWLYH#UHJXODWLRQ#RI#LQYHVWPHQW#UXOHV#EDVHG#SULPDULO\
RQ# WKH#VR#FDOOHG# ³SUXGHQW#PDQ#DSSURDFK´#DQG#RQO\# LI#D#0HPEHU#6WDWH# VR#ZLVKHV/
QDWLRQDO#DXWKRULWLHV#PLJKW#EH#DOORZHG#WR#DSSO\#TXDQWLWDWLYH#OLPLWV#SURYLGHG#WKH\#GR#QRW
XQGXO\#UHVWULFW#IUHHGRP#RI#LQYHVWPHQW491#)()6,#IXOO\#VXSSRUWV#WKLV#DSSURDFK1

51#5LVN#'LYHUVLILFDWLRQ

7KH#&RPPLVVLRQ# VXJJHVWV# LQ# LWV# GLVFXVVLRQ# RI# DVVHW# OLDELOLW\#PDQDJHPHQW# +$/0,
WHFKQLTXHV/# WKDW# $/0# ZLOO# FRQVLGHU# SRUWIROLR# GLYHUVLILFDWLRQ# DV# D# SDUW# RI# ULVN
GLYHUVLILFDWLRQ4:1# ,Q# RUGHU# WR# HQVXUH# D# OHYHO# SOD\LQJ# ILHOG# DPRQJ# DOO# SHQVLRQ
LQVWLWXWLRQV#0#ZKHWKHU#WKH\#XVH#$/0#WHFKQLTXHV#RU#QRW#0#WKHUH#VKRXOG#EH#DQ#H[SUHVV
UHTXLUHPHQW# IRU# '&# V\VWHPV# WR# IROORZ# WKH# SULQFLSOH# RI# ³ULVN# GLYHUVLILFDWLRQ´1# $V
VXJJHVWHG# E\# WKH# &RPPLVVLRQ/# LQ# FDVH# RI# '&3)/# 0HPEHU# 6WDWHV# PD\# OLPLW
LQYHVWPHQWV# LQ# D# VLQJOH# LVVXHU2LQYHVWPHQW# DQG# LQ# WKH# VSRQVRULQJ# FRPSDQ\# WR# D
SUXGHQW# OHYHO# +H1J1# 8043(,1#)()6,# EHOLHYHV# WKDW#0HPEHU#6WDWHV# VKRXOG# DOVR# OLPLW
VSHFXODWLRQ/#H1J1#OLPLW#WKH#XVH#RI#GHULYDWLYH#LQVWUXPHQWV#LQ#'&3)#WR#HIILFLHQW#SRUWIROLR
PDQDJHPHQW#SXUSRVHV/#DV#LW#LV#IRUHVHHQ#LQ#WKH#8&,76#'LUHFWLYH1

61#,QYHVWPHQW#3ROLF\#)RFXV#RQ#(TXLWLHV#DQG#5HDO#(VWDWH

)()6,# UHFRJQL]HV# WKDW/# LQ#RUGHU# WR#RYHUFRPH# WKH#ERQG#RULHQWHG# LQYHVWPHQW#SROLF\/
HVSHFLDOO\# RI# WUDGLWLRQDO# SHQVLRQ# SURYLGHUV# LQ# &RQWLQHQWDO# (XURSH/# LW# PD\# QRW# EH
VXIILFLHQW# WR# MXVW#FKDQJH# WKHLU# LQYHVWPHQW# UXOHV1# #7KHUHIRUH/#)()6,#DFFHSWV# WKDW/# LQ
DGGLWLRQ#WR#WKH#SUXGHQW#PDQ#UXOH/#0HPEHU#6WDWHV#PD\#ZLVK#WR#KDYH#WKH#RSWLRQ#WR#VHW
LQYHVWPHQW#UXOHV# WKDW#DVVXUH# WKDW# WKH#'&3)#SXUVXHV#DQ# LQYHVWPHQW#SROLF\#ZKLFK# LV
VXIILFLHQWO\#EDVHG#RQ#LQYHVWPHQW#LQ#HTXLW\#DQG#UHDO#HVWDWH1##(8#0HPEHU#6WDWHV#VXFK
DV# $XVWULD/# %HOJLXP# DQG# *HUPDQ\# KDYH# LPSOHPHQWHG# VSHFLILF# OLPLWV# IRU# DQ
LQYHVWPHQW# SROLF\# RI# '&3)# LQ# D# ZD\# WR# DOORZ# WKHP# WR#PHHW# WKH# JRDO# RI# IXQGHG
SHQVLRQV#EDVHG#RQ#PLQLPXP# LQYHVWPHQW# LQ#HTXLW\#DQG2RU# UHDO#HVWDWH1#7KHVH# UXOHV
HVSHFLDOO\#KHOS#\RXQJHU#FRQWULEXWRUV#WR#LQYHVW#DSSURSULDWHO\1

6XFK#OLPLWV#ZLOO#QHHG#WR#EH#VHW#ZLWK#FDUH#DQG#ZLWK#FDUHIXOO\# MXGJHG#IOH[LELOLW\/#ERWK# LQ
WKH#FDVH#RI#D#'&3)#DQG#EHFDXVH# WKHUH# LV# OLNHO\# WR#EH#D#PRYH/#HYHQ# LQ#HPSOR\HU0
VSRQVRUHG# IXQGV/# WRZDUGV#SHUVRQDO#SHQVLRQ#DFFRXQWV1# #7KH# UHDVRQV# IRU# UHTXLULQJ
##########################################################
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IOH[LELOLW\#LQ#WKH#VHWWLQJ#RI#PLQLPXP#TXDQWLWDWLYH#OLPLWV#DUH#DV#IROORZV1##7KH#IXQG#PXVW
EH# DEOH# WR# UHDFW# WR# H[FHSWLRQDO# VLWXDWLRQV# LQ# WKH# HTXLW\# PDUNHWV/# WR# OLTXLGLW\
UHTXLUHPHQWV#DQG# WR# UHIOHFW# WKH#RSWLPDO# LQYHVWPHQW#SROLFLHV# IRU# IXQGV#ZLWK#D# ODUJH
QXPEHU# RI# HOGHUO\# FRQWULEXWRUV# FORVH# WR# UHWLUHPHQW# ZKR# PD\# UHTXLUH# D# KLJKHU
LQYHVWPHQW#LQ#UHJXODU#LQFRPH#VXFK#DV#ERQGV1

71#&XUUHQF\#0DWFKLQJ

7KH# &RPPLVVLRQ# LV# RSHQLQJ# XS# WKH# GLVFXVVLRQ# RQ# WKH# QHFHVVLW\# RI# D# FXUUHQF\
PDWFKLQJ#UHTXLUHPHQW4;1#)()6,#EHOLHYHV#WKDW#D#FXUUHQF\#PDWFKLQJ#UHTXLUHPHQW#LV#QRW
QHFHVVDU\# DV# WKH# LQWURGXFWLRQ# RI# WKH#(XUR# KDV# UHGXFHG#PRVW# QHHGV# IRU# FXUUHQF\
PDWFKLQJ1

81#)UHHGRP#RI#&KRLFH#RI#0DQDJHUV

)()6,#SURSRVHV#WR#UHFRJQLVH#LQ#WKH#GLUHFWLYH#WKDW#DQ#DSSURYHG#'&3)#PDQDJHU#PD\
FDUU\#RXW#VHYHUDO#IXQFWLRQV/#LQFOXGLQJ#WKH#IROORZLQJ=

x# ,QYHVWPHQW#0DQDJHPHQW
x# )XQG#$FFRXQWLQJ
x# 3HQVLRQ#$GPLQLVWUDWLRQ#0DQDJHPHQW
x# 'LVWULEXWLRQ20DUNHWLQJ

)()6,#DJUHHV# IXOO\#ZLWK# WKH#&RPPLVVLRQ# WKDW#SHQVLRQ# IXQGV#VKRXOG#EH#DEOH# WR#XVH
DQ\# SURYLGHU# RI# WKHVH# IXQFWLRQV# DSSURYHG# LQ# WKH# (84<1# 7KH# SURSRVDO# VKRXOG
VSHFLILFDOO\#DOORZ#FUHGLW#LQVWLWXWLRQV#+5QG#EDQNLQJ#GLUHFWLYH,/#OLIH#LQVXUDQFH#FRPSDQLHV
+6UG# OLIH# GLUHFWLYH,/# ILUPV# UHJXODWHG# XQGHU# WKH# ,6'# DQG# 8&,76# PDQDJHUV# WR# EH
DSSURYHG# WR# DFW# DV# '&3)# PDQDJHUV1# $# '&3)# RUJDQLVHG# DV# D# VLQJOH# 8&,76/
KRZHYHU/# PD\# IRU# WKH# WLPH# EHLQJ# RQO\# EH# PDQDJHG# E\# D# 8&,76# PDQDJHU/# LQ
DFFRUGDQFH#ZLWK# WKH#8&,76# GLUHFWLYH# +;829442((&,/# LI# LW#ZDQWV# WR# EH# VROG# FURVV0
ERUGHUV1# # 7KLV# SURYLVLRQ# LV# VXEMHFW# WR# FKDQJH/# KRZHYHU/# LI# WKH# SURSRVHG# GLUHFWLYH
DGDSWLQJ#WKH#8&,76#GLUHFWLYH#+;829442((&,#LV#DGRSWHG#LQ#WKH#IXWXUH1

91#5HLQYHVWPHQW#RI#,QFRPH

7KH#&RPPLVVLRQ#GRHV#QRW#GLVFXVV#IXUWKHU#UHTXLUHPHQWV#IRU#WKH#LQYHVWPHQW#RI#'&3)1
)()6,/# KRZHYHU/# EHOLHYHV# WKDW# WKH# GLUHFWLYH#PDNHV# FOHDU# WKDW#'&3)# UHLQYHVW# WKH
LQFRPH#HDUQHG# LQWR# WKH#'&3)1#7KLV#HQVXUHV# WKDW# WKH# FRPSRXQG# LQWHUHVW#HIIHFW# LV
IXOO\# XWLOLVHG# WR# LQFUHDVH# WKH# YDOXH# RI# WKH# SHQVLRQ# DVVHWV1# ,WV# LPSDFW# RQ# ORQJ
LQYHVWPHQW#SHULRGV#DUH#JHQHUDOO\#XQGHUHVWLPDWHG/#HYHQ#E\#H[SHUWV/#DOWKRXJK# LW# LV# LQ
IDFW#DOPRVW#LPSRVVLEOH#WR#RYHUHVWLPDWH#LW1#7KH#IROORZLQJ#H[DPSOH#LOOXVWUDWHV#WKLV#SRLQW
XVLQJ#DQ#DPRXQW#RI#(852# 43/333133# LQYHVWHG#DW# ;#SHU# FHQW#RYHU#D#SHULRG#RI# 63
\HDUV#ZLWK#DQQXDO#GLVWULEXWLRQ1#2YHU#WKLV#SHULRG#RI#63#\HDUV# WKH# LQYHVWPHQW#\LHOGV#D
WRWDO# LQWHUHVW# LQFRPH#RI#(852#57/3331331# ,I#KRZHYHU# WKH# LQFRPH# LV# UHLQYHVWHG#DQG
WKHUHIRUH# WKH# FRPSRXQG# LQWHUHVW# HIIHFW# LV# XVHG/# WKH# QHW# LQFRPH# 0# DOO# RWKHU# WKLQJV
EHLQJ#HTXDO#0#LV#PRUH#WKDQ#(852#<3/3331331#$#VLPLODU#HIIHFW#FDQ#EH#DFKLHYHG#E\#D
FRQWLQXRXV#DFFXPXODWLRQ#RI#VDYLQJV1

##########################################################
4; &20#+<<,#467/#SDUD1#641
4< &20#+<<,#467/#SDUD1#651
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