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THIS DOCUMENT IS IMPORTANT

This document constitutes the prospectus for Federated Unit
Trust (the “Trust”) together with the Supplemental Prospectuses.
Any investor or prospective investor in the Trust should check
that the Prospectus and Supplemental Prospectuses are the
most current versions. This Prospectus should be read in its
entirety before making an application for Units. Certain terms
used in this Prospectus are defined starting on page 50 and
throughout the document.

The manager of the Trust is Federated International
Management Limited (the “Manager”). The Directors, whose
names and background information appear on page 36 of this
Prospectus, accept responsibility for the information contained
in this document. To the best of the knowledge and belief of the
Directors (who have taken all reasonable care to ensure that
such is the case) the information contained in this document is
in accordance with the facts and does not omit anything likely
to affect the import of such information.

The advisers are Federated Investment Counseling (“FIC”) and
Federated Global Investment Management Corp. (“FGIMC”)
(each an “Adviser” and together the “Advisers™).

The Trust is an open-ended unit trust created pursuant to the
UCITS Regulations by the Trust Deed. The Trust is structured as
an umbrella unit trust and comprises a number of sub-funds
(each a “Fund” and collective “the Funds™) as described below
under “How is the Trust Organised”.

There can be no assurance that a Fund will achieve its
investment objective. The value of the Units may go down as
well as up and therefore, it is possible to lose money by
investing in the Funds. An investment in the Funds should not
constitute a high proportion of an investment portfolio and may
not be appropriate for all investors. Details of the investment
objective and investment policies of each Fund are set out
under “Investment Information”, and a description of certain of
the risks involved is set out under “What are the Specific Risks
of Investing in the Funds?".

The capital return and income of a Fund are based on portfolio
management techniques, the capital appreciation and income of
the investments the Fund holds, less expenses incurred;
therefore, a Fund’s return may be expected to fluctuate in
response to changes in such capital appreciation or income.
Fluctuations in the rate of exchange between the currency in
which the Units are denominated and the currency of
investment may also have the effect of causing the value of an
investment in the Units to diminish or increase. A Unitholder’s
right to have Units redeemed may be suspended in certain
circumstances.

In light of these risks and because investors may be required to
pay an initial charge on an investment, investors should view an
investment in the Funds as a medium-to-long-term investment.

The distribution of this Prospectus and the offering or purchase
of the Units may be restricted in certain jurisdictions. No
persons receiving a copy of this Prospectus or the application
form in any such jurisdiction may treat this Prospectus or such
application form as constituting an invitation to them to
subscribe for Units, nor should they in any event use such
application form, unless in the relevant jurisdiction such an
invitation could lawfully be made to them and such application
form could lawfully be used without compliance with any
registration or other legal requirements. 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 Units pursuant to this Prospectus to inform themselves of
and to observe all applicable laws and regulations of any
relevant jurisdiction. Prospective applicants for Units should
inform themselves as to the legal requirements of so applying
and any applicable exchange control regulations and taxes in
the countries of their respective citizenship, residence,

or domicile.

Units are not registered under the U.S. Securities Act of 1933, as
amended (the “1933 Act”), or the Investment Company Act of
1940, as amended (the “1940 Act”), and may not be directly or
indirectly offered or sold in the U.S. or to or for the benefit of a
U.S. Person, except in a transaction that is exempt from the
application of U.S. federal and U.S. state securities laws.
Investors applying to purchase Units will be required to certify to
the Manager that they are not U.S. Persons, nor are they
acquiring Units on behalf of, or for the benefit of, a U.S. Person,
and whether they are Irish Residents.

Units are offered only on the basis of the information contained
in the current Prospectus, key investor information documents,
the relevant Supplemental Prospectus and country-specific
supplements (if any) and, as appropriate, the latest audited
annual report and any subsequent semi-annual report. Such
reports will form part of this Prospectus. Investors should note
that the auditor’s report on the Trust's annual accounts is made
only to Unitholders as a group at the date of the annual report,
and the auditors do not accept liability to any other party for
their report.

Any information or representation about the Units given or
made by any Financial Intermediary that is not contained in this
Prospectus should be disregarded and accordingly should not
be relied upon.

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.

Statements made in this Prospectus are based on the law and
practice currently in force in Ireland and are subject to changes.
All disputes as to the terms thereof shall be governed by, and
construed in accordance with, the law of Ireland.

This document contains important information about the Trust
and the Funds and should be read carefully before investing. If
you have any questions about the contents of this prospectus or
are in any doubt about the suitability of investing in Units, you
should consult your financial intermediary, stockbroker, bank
manager, legal adviser, accountant, or other financial adviser. We
do not provide, and this Prospectus does not contain, investment
advice. Potential investors are encouraged to seek appropriate
advice prior to investing in Units.

HOW IS THE TRUST ORGANISED?

The Trust is an open-ended unit trust created pursuant to the
UCITS Regulations by the Trust Deed. The Trust is structured as
an umbrella unit trust and comprises a number of sub-funds.



The Trust Deed provides that the Trust may offer separate
classes of Units each representing interests in defined portfolios
of securities. As of the date of this Prospectus, the Funds
comprising the Trust are:

e  Euro-Kurzlaufer
e  Euro-Renten

e Inter-Renten

e  ProBasis

e  ProFutur

o  Europa-Aktien
e Inter-Aktien.

The Trust Deed also provides that Units of any one Fund may be
offered in any one or more classes. Information relating to each
class is set forth in a separate Supplemental Prospectus for
each class. Other classes may have higher or lower fees, may be
offered through different distribution channels, or may have
different operational features.

With the prior approval of the Central Bank, the Manager from
time to time may create an additional Fund or Funds and
furthermore, subject to prior notification to the Central Bank,
may issue additional classes of Units, including hedged and
unhedged currency classes, effected in accordance with the
requirements of the Central Bank.

The Trust is a UCITS within the meaning of the UCITS
Regulations and has been approved by the Central Bank in
accordance with the UCITS Regulations. The authorisation
of the Trust is not an endorsement or guarantee of the
Trust by the Central Bank nor is the Central Bank
responsible for the contents of this Prospectus.
Authorisation of the Trust by the Central Bank does not
constitute a warranty by the Central Bank as to the
performance of the Trust and the Central Bank shall not be
liable for the performance or default of the Trust.

INVESTMENT INFORMATION

Listed below are the Funds’ investment objectives, investment
policies, and permitted investment techniques and instruments.
To achieve its investment objectives, a Fund may employ
techniques and instruments relating to the investments subject
to the conditions and within the limits from time to time laid
down by the Central Bank. While there is no assurance that a
Fund will achieve its investment objective, it endeavours to

do so by following the strategies and policies described in

this Prospectus.

Investments of the Funds are principally traded and/or listed on
Regulated Markets. However, each Fund may also invest a
portion of its NAV in securities which are not listed, quoted, or
dealt in or on a Regulated Market subject to the limits from time
to time laid down by the Central Bank.

ADHERENCE TO INVESTMENT OBJECTIVES AND POLICIES

Any change to the investment objectives and/or material change
in investment policies of the Funds may not be effected without
the approval of Unitholders as evidenced by a majority of votes
cast at a general meeting or the written consent of more than
50% of the Unitholders of that Fund. In the event of a change of
investment objectives and/or any material change to the
policies, reasonable notice shall be given in writing to the
Unitholders to enable them to redeem their Units prior to

implementation of the change. The notice shall specify the
place, day, and time of the meeting, and the terms of any
resolutions to be proposed at the meeting.

EURO-KURZLAUFER
Investment Objective

The investment objective of Euro-Kurzlaufer is to provide
total return.

Investment Policies

The Fund pursues its objective by investing in a portfolio of
Investment-Grade debt securities. Although the Fund will invest
primarily in euro-denominated securities, it may also invest in
securities issued in the following currencies: U.S. dollar;
Canadian dollar; Swedish krona; Danish krone; Norwegian
krone; British pound sterling; and Swiss franc. Investments in
securities denominated in a currency other than euro will be
hedged to the euro. The Fund will maintain an average duration
of one year or less. The government-issued debt securities in
which the Fund will invest will be expected to have no more
than a ten-year final stated maturity at the time of purchase. The
non-government debt securities in which the Fund will invest
will be expected to have no more than a five-year final stated
maturity at the time of purchase. For purposes of determining
the maturity of asset-backed securities, the Adviser will use
average life maturity instead of final stated maturity, at the time
of purchase. While there is no assurance that the Fund will
achieve its investment objective, it endeavours to do so by
following the strategies and policies described in this
Prospectus.

The securities in which the Fund may invest include, but shall
not be limited to:

e government bonds;

e convertible and non-convertible corporate debt securities;
e fixed and floating rate bonds;

e  zero coupon and discount bonds;
e debentures;

e certificates of deposit (“CDs™);

e banker’s acceptances;

e  asset-backed securities;

e mortgage-backed securities;

e commercial paper;

e treasury bills; and

e financial derivative instruments.

See “Securities in Which the Funds Invest” for fuller descriptions
of these securities.

The Fund invests its assets primarily in obligations issued or
guaranteed by OECD governments, their agencies, authorities or
instrumentalities and supranational agencies, corporations and
asset-backed securities, including certain Investment-Grade
collateralised mortgage obligations (“CMOs"). The Fund invests
in debt securities that are at the time of purchase either rated
Investment-Grade by one Recognised Statistical Rating
Organisation, or, if unrated, determined by the Fund’s Adviser to
be of comparable quality to securities having such ratings. If a
security held by the Fund is downgraded below Investment-
Grade, the Fund’s Adviser will determine whether the security



should be sold. The Fund will limit its holdings in such
downgraded securities to 5% of the Fund’s NAV. However, if a
security is downgraded below B-, the security will be sold
immediately, taking into consideration the interests of
Unitholders. The Fund may invest up to 10% of its net assets in
other Eligible Collective Investment Schemes with investment
policies similar to the Fund. The Fund will invest principally in
securities listed, quoted, or dealt in on a Regulated Market.
However, the Fund may also invest up to 10% of its NAV in
securities which are not listed, quoted, or dealt in or on a
Regulated Market.

Profile of Typical Investor

The Fund is suitable for investors seeking total return and a
short to medium term investment.

EURO-RENTEN
Investment Objective

The investment objective of Euro-Renten is to provide
total return.

Investment Policies

The Fund pursues its objective by investing primarily in euro-
denominated debt securities. It may also invest in securities
issued in the following currencies: U.S. dollar; Canadian dollar;
Swedish krona; Danish krone; Norwegian krone; British pound
sterling; and Swiss franc. Investments in debt securities in a
currency other than euro will be hedged to the euro. However,
no more than 10% of the debt securities in which the Fund
invests will be denominated in a currency other than euro. While
there is no assurance that the Fund will achieve its investment
objective, it endeavours to do so by following the strategies and
policies described in this Prospectus.

The securities in which the Fund may invest may include, but
are not limited to:

e government bonds;

e convertible and non-convertible corporate debt securities;
o fixed and floating rate bonds;

e zero coupon and discount bonds;
e debentures;

e CDs;

e banker's acceptances;

e  asset-backed securities;

e mortgage-backed securities;

e commercial paper;

e treasury bills; and

o financial derivative instruments.

See “Securities in Which the Funds Invest” for fuller descriptions
of these securities.

The Fund invests in debt securities that are either rated at the
time of purchase Investment-Grade by one or more Recognised
Statistical Rating Organisations or, if unrated, determined by the
Fund’s Adviser to be of comparable quality to securities having
such ratings. The portfolio of Investment-Grade debt securities
held by the Fund will under normal market conditions have an
average credit rating of A or higher based on the ratings

assigned by one or more Recognised Statistical Rating
Organisations or, for the unrated debt securities, based on the
comparable rating assigned by the Fund’s Adviser. If a security
is downgraded below B-, the security will be sold immediately,
taking into consideration the interests of Unitholders.
Additionally, the Fund may invest up to 10% of its NAV in non-
Investment-Grade debt securities. The Fund may invest up to
10% of its NAV in other Eligible Collective Investment Schemes
with investment policies similar to the Fund. The Fund will invest
principally in securities listed, quoted, or dealt in on a Regulated
Market. However, the Fund may also invest up to 10% of its NAV
in securities which are not listed, quoted, or dealt in or on a
Regulated Market.

Profile of Typical Investor

The Fund is suitable for investors seeking total return and a
medium to long term investment.

INTER-RENTEN
Investment Objective

The investment objective of Inter-Renten is to provide
total return.

Investment Policies

The Fund pursues its investment objective by investing primarily
in non-euro denominated debt securities, although the Fund
may invest to a lesser extent in euro-denominated debt
securities. While there is no assurance that the Fund will
achieve its investment objective, it endeavours to do so

by following the strategies and policies described in

this Prospectus.

The securities in which the Fund may invest may include, but
shall not be limited to:

e government bonds;

e convertible and non-convertible corporate debt securities;
o fixed and floating rate bonds;

e  zero coupon and discount bonds;
e debentures;

e CDs;

e banker’s acceptances;

e  asset-backed securities;

e mortgage-backed securities;

e commercial paper;

e treasury bills; and

e financial derivative instruments.

See “Securities in Which the Funds Invest” for fuller descriptions
of these securities.

The Fund invests in debt securities that are either rated at the
time of purchase Investment-Grade by one or more Recognised
Statistical Rating Organisations or, if unrated, determined by the
Fund’s Adviser to be of comparable quality to securities having
such ratings. The portfolio of Investment-Grade debt securities
held by the Fund will generally have an average credit rating of
A or higher based on the ratings assigned by one or more
Recognised Statistical Rating Organisations or, for the unrated
debt securities, based on the comparable rating assigned by the



Fund’'s Adviser. Additionally, the Fund may invest up to 10% of
its NAV in non-Investment-Grade debt securities. The Fund may
invest up to 10% of its NAV in other Eligible Collective
Investment Schemes with investment policies similar to the
Fund. The Fund will invest principally in securities listed, quoted,
or dealt in on a Regulated Market. However, the Fund may also
invest up to 10% of its NAV in securities which are not listed,
quoted, or dealt in or on a Regulated Market.

Profile of Typical Investor

The Fund is suitable for investors seeking total return and a
medium to long term investment.

PROBASIS

Investment Objective

The investment objective of ProBasis is to provide total return.
Investment Policies

The Fund pursues its investment objective by investing primarily
in euro-denominated debt securities and equity securities of
European companies. While there is no assurance that the

Fund will achieve its investment objective, it endeavours to

do so by following the strategies and policies described in

this Prospectus.

The Fund shall invest not more than 30% and not less than 10%
of its NAV in equity securities of European companies with the
balance invested in debt securities. The debt securities in which
the Fund may invest will be denominated in euro, but it may also
invest in debt securities in the following currencies: U.S. dollar;
Canadian dollar; Swedish krona; Danish krone; Norwegian
krone; British pound sterling; and Swiss franc. However, no
more than 10% of the debt securities in which the Fund invests
will be denominated in a currency other than euro. Investments
in debt securities in a currency other than euro will be hedged
to the euro.

The Fund considers a company to be a European company if:

e the company is organised under the laws of, or has a
principal office located in, a European country; or

e the principal trading market for its securities is in a
European country; or

e the company (or its subsidiaries) derived, in its most
current fiscal year, at least 50% of its total assets,
capitalisation, gross revenue or profit from goods produced,
services performed or sales made in Europe.

European companies shall include companies located in both
OECD member and non-OECD member countries. However, for
purposes of the above restriction, not more than 20% of the
Fund’s NAV will be invested in companies located in non-OECD
member countries.

The debt securities in which the Fund may invest may include,
but shall not be limited to:

e government bonds;

e convertible and non-convertible corporate debt securities;
e fixed and floating rate bonds;

e  zero coupon and discount bonds;

e debentures;

e (CDs;

e banker's acceptances;

e  asset-backed securities;

e mortgage-backed securities;

e commercial paper;

e treasury bills; and

¢ financial derivative instruments.

See “Securities in Which the Funds Invest” for fuller descriptions
of these securities.

The debt securities in which the Fund invests will be either rated
at the time of purchase Investment-Grade by one or more
Recognised Statistical Rating Organisations or, if unrated,
determined by the Fund’s Adviser to be of comparable quality to
securities having such ratings. The portfolio of Investment-
Grade debt securities held by the Fund will generally have an
average credit rating of A or higher based on the ratings
assigned by one or more Recognised Statistical Rating
Organisations or, for the unrated debt securities, based on the
comparable rating assigned by the Fund’s Adviser. If the security
is downgraded below B-, the security will be sold immediately,
taking into consideration the interests of Unitholders.
Additionally, up to 10% of the debt portion of the Fund may be
invested in non-Investment-Grade debt securities. The Fund
may invest up to 10% of its net assets in other Eligible Collective
Investment Schemes with investment policies similar to the
Fund. The Fund will invest principally in securities listed, quoted,
or dealt in on a Regulated Market. However, the Fund may also
invest up to 10% of its NAV in securities which are not listed,
quoted, or dealt in or on a Regulated Market.

Profile of Typical Investor

The Fund is suitable for investors seeking total return and a
medium to long term investment.

PROFUTUR

Investment Objective

The investment objective of ProFutur is to provide total return.
Investment Policies

The Fund pursues its investment objective by investing primarily
in euro-denominated debt securities and equity securities of
European companies. While there is no assurance that the Fund
will achieve its investment objective, it endeavours to do so by
following the strategies and policies described in this
Prospectus.

The Fund shall invest not more than 75% and not less than 51%
of its NAV in equity securities of European companies with the
balance invested in debt securities. The debt securities in which
the Fund may invest will be denominated in euro, but it may also
invest in debt securities in the following currencies: U.S. dollar;
Canadian dollar; Swedish krona; Danish krone; Norwegian
krone; British pound sterling; and Swiss franc. However, no
more than 10% of the debt securities in which the Fund invests
will be denominated in a currency other than euro. Investments
in debt securities in a currency other than euro will be hedged
to the euro.

The Fund considers a company to be a European company if:

e the company is organised under the laws of, or has a
principal office located in, a European country; or



e the principal trading market for its securities is in a
European country; or

e the company (or its subsidiaries) derived, in its most
current fiscal year, at least 50% of its total assets,
capitalisation, gross revenue or profit from goods produced,
services performed, or sales made in Europe.

European companies shall include companies located in both
OECD member and non-OECD member countries. However, for
purposes of the above restriction, not more than 20% of the
Fund’s NAV will be invested in companies located in non-OECD
member countries.

The debt securities in which the Fund may invest may include,
but shall not be limited to:

e government bonds;

e convertible and non-convertible corporate debt securities;
e fixed and floating rate bonds;

e  zero coupon and discount bonds;
e debentures;

e C(Ds;

e banker's acceptances;

e  asset-backed securities;

e mortgage-backed securities;

e commercial paper;

e treasury bills; and

o financial derivative instruments.

See “Securities in Which the Funds Invest” for fuller descriptions
of these securities.

The debt securities in which the Fund invests will be either rated
at the time of purchase Investment-Grade by one or more
Recognised Statistical Rating Organisations or, if unrated,
determined by the Fund’s Adviser to be of comparable quality to
securities having such ratings. The portfolio of Investment-
Grade debt securities held by the Fund will generally have an
average credit rating of A or higher based on the ratings
assigned by one or more Recognised Statistical Rating
Organisations or, for the unrated debt securities, based on the
comparable rating assigned by the Fund’s Adviser. If the security
is downgraded below B-, the security will be sold immediately,
taking into consideration the interests of Unitholders.
Additionally, up to 10% of the debt portion of the Fund may be
invested in non-Investment-Grade debt securities. The Fund
may invest up to 10% of its net assets in other Eligible Collective
Investment Schemes with investment policies similar to the
Fund. The Fund will invest principally in securities listed, quoted,
or dealt in on a Regulated Market. However, the Fund may also
invest up to 10% of its NAV in securities which are not listed,
quoted, or dealt in or on a Regulated Market.

Profile of Typical Investor

The Fund is suitable for investors seeking total return and a
medium to long term investment.

EUROPA-AKTIEN
Investment Objective

The investment objective of Europa-Aktien is to provide long-
term growth of capital.

Investment Policies

The Fund pursues its objective by investing primarily in equity
and equity-related securities of European companies. While
there is no assurance that the Fund will achieve its investment
objective, it endeavours to do so by following the strategies and
policies described in this Prospectus.

The securities include, but are not limited to:

e common stocks;

o preferred stocks;

e depositary receipts;

e rights and warrants; and

e convertible securities.

The Fund considers a company to be a European company if:

e the company is organised under the laws of, or has a
principal office located in, a European country; or

e the principal trading market for its securities is in a
European country; or

e the company (or its subsidiaries) derived, in its most
current fiscal year, at least 50% of its total assets,
capitalisation, gross revenue or profit from goods produced,
services performed, or sales made in Europe.

European companies shall include companies located in both
OECD member and non-OECD member countries. However, for
purposes of the above restriction, not more than 20% of the
Fund’'s NAV will be invested in companies located in non-OECD
member countries.

See “Securities in Which the Funds Invest” for fuller descriptions
of these securities.

This Fund is permitted to invest up to 10% of its NAV in other
Eligible Collective Investment Schemes with investment policies
similar to the Fund. The Fund will invest principally in securities
listed, quoted, or dealt in on a Regulated Market. However, the
Fund may also invest up to 10% of its NAV in securities which
are not listed, quoted, or dealt in or on a Regulated Market.

Profile of Typical Investor

The Fund is suitable for investors seeking long-term growth of
capital and a long term investment.

INTER-AKTIEN
Investment Objective

The investment objective of Inter-Aktien is to provide long-term
growth of capital.

Investment Policies

The Fund pursues its objective by investing in equity and equity-
related securities of companies located anywhere in the world,
but will invest primarily in companies in markets outside of
Europe. While there is no assurance that the Fund will achieve
its investment objective, it endeavours to do so by following the
strategies and policies described in this Prospectus.



These securities include, but are not limited to:
e common stocks;

e  preferred stocks;

e depositary receipts;

e rights and warrants; and

e convertible securities.

See “Securities in Which the Funds Invest” for fuller descriptions
of these securities.

The Fund may invest up to 25% of its NAV in securities issued
by companies located in emerging markets. The Fund considers
all non-OECD countries to be emerging markets. This Fund is
permitted to invest up to 10% of its NAV in other Eligible
Collective Investment Schemes with investment policies similar
to the Fund. The Fund will invest principally in securities listed,
quoted, or dealt in on a Regulated Market. However, the Fund
may also invest up to 10% of its NAV in securities which are not
listed, quoted, or dealt in or on a Regulated Market.

Profile of Typical Investor

The Fund is suitable for investors seeking long-term growth of
capital and a long term investment.

Due to the Fund’s investment in the securities of emerging
market countries, an investment in the Fund should not
constitute a substantial proportion of an investment
portfolio and may not be appropriate for all investors.

AS TO ANY FUND - USE OF TEMPORARY
DEFENSIVE MEASURES

With respect to each Fund, in certain circumstances, on a
temporary and exceptional basis, when the Adviser deems it to
be in the best interests of Unitholders, a Fund may not adhere to
its investment policies as disclosed above. Such circumstances
include, but are not limited to:

1. when the Fund has high levels of cash as a result of
subscriptions or earnings;

2. when the Fund has a high level of redemptions; or

3. when the Adviser takes temporary action to try to preserve
the value of the Fund or limit losses in emergency market
conditions or in the event of movements in interest rates.

In such circumstances, the Fund may hold cash or invest in
money market instruments, short-term debt securities issued or
guaranteed by national governments located globally; short-
term corporate debt securities including freely transferable
promissory notes, debentures, bonds (including zero coupon
bonds), convertible and non-convertible notes, commercial
paper, CDs, and bankers’ acceptances issued by industrial,
utility, finance, commercial banking or bank holding company
organisations. The Fund will only invest in debt securities that
are rated at least Investment-Grade by Recognised Statistical
Rating Organisations. During such circumstances, the Fund may
not be pursuing its principal investment strategies and may not
achieve its investment objective. The foregoing does not relieve
the Fund of the obligation to comply with the investment limits
set forth under the section entitled “Permitted Investments
Under Irish Regulations”.

SECURITIES IN WHICH THE
FUNDS INVEST

To achieve their investment objectives, the Funds may employ
techniques and instruments relating to the investments subject
to the conditions and within the limits from time to time laid
down by the Central Bank. Below are fuller descriptions of the
types of instruments in which the Funds may invest as listed
under “Investment Policies” for each Fund. The following
transferable securities are listed or traded on Regulated Markets
(except Eligible Collective Investment Schemes):

CORPORATE DEBT SECURITIES

Corporate debt securities are debt securities issued by
businesses. Notes, bonds, debentures and commercial paper
are the most prevalent types of corporate debt securities.
The Funds may also purchase interests in bank loans to
companies. The credit risks of corporate debt securities vary
widely among issuers.

In addition, the credit risk of an issuer’s debt security may vary
based on its priority for repayment. For example, higher ranking
(“senior”) debt securities have a higher priority than lower
ranking (“subordinated™) securities. This means that the issuer
might not make payments on subordinated securities while
continuing to make payments on senior securities. In addition, in
the event of bankruptcy, holders of senior securities may receive
amounts otherwise payable to the holders of subordinated
securities. Some subordinated securities, such as trust preferred
and capital securities notes, also permit the issuer to defer
payments under certain circumstances. For example, insurance
companies issue securities known as surplus notes that permit
the insurance company to defer any payment that would reduce
its capital below regulatory requirements.

Certain of the securities in which the Funds may invest may be
subject to restrictions on resale under U.S. federal securities law
(for example, securities sold under Rule 144A of the 1933 Act).
The Manager believes that these securities will meet the
following criteria for liquidity of certain securities, as established
by the Directors of the Manager:

e the frequency of trades and quotes for the securities;

e the number of dealers willing to purchase or sell the
security and the number of other potential buyers;

e dealer undertakings to make a market in the security; and

e the nature of the security and the nature of the
marketplace trades.

All issues must be rated Investment-Grade at the time of
purchase. If a security is downgraded below B-, the security will
be sold immediately taking into consideration the interests of
Unitholders. Euro-Renten, Inter-Renten, ProBasis and ProFutur
may invest up to 10% of their NAV in non-Investment-Grade
debt securities.

Convertible Securities

The Funds may invest in convertible securities, including bonds,
debentures, corporate notes, and preferred stocks that are
convertible at a stated exchange rate into common stock. Prior
to their conversion, convertible securities have the same general
characteristics as non-convertible debt securities, which provide
a stable stream of income with generally higher yields than
those of equity securities of the same or similar issuers.



Convertible securities generally offer lower interest yields than
non-convertible debt securities of similar quality but they do
enable the investor to benefit from increases in the market price
of the underlying common stock. When the market price of the
common stock underlying a convertible security increases, the
price of the convertible security increasingly reflects the value of
the underlying common stock and may rise accordingly. As the
market price of the underlying common stock declines, the
convertible security tends to trade increasingly on a yield basis,
and thus may not depreciate to the same extent as the
underlying common stock. Convertible securities rank senior to
common stocks in an issuer’s capital structure. Convertible
securities are consequently of higher quality and entail less

risk than the issuer's common stock, although the extent to
which such risk is reduced depends in large measure upon the
degree to which the convertible security sells above its value as
a debt security.

Convertible securities are debt securities or preferred stocks
that a Fund has the option to exchange for equity securities at a
specified conversion price. The option allows a Fund to realise
additional returns if the market price of the equity securities
exceeds the conversion price. For example, a Fund may hold
debt securities that are convertible into shares of common
stock at a conversion price of U.S.$10 per share. If the market
value of the shares of common stock reached U.S.$12, the Fund
could realise an additional U.S.$2 per share by converting its
debt securities.

Convertible securities have lower yields than comparable debt
securities. In addition, at the time a convertible security is issued
the conversion price exceeds the market value of the underlying
equity securities. Thus, convertible securities may provide lower
returns than non-convertible debt securities or equity securities
depending upon changes in the price of the underlying equity
securities. However, convertible securities permit a Fund to
realise some of the potential appreciation of the underlying
equity securities with less risk of losing its initial investment.

A Fund treats convertible securities as both debt and equity
securities for purposes of its investment policies and limitations,
because of their unique characteristics.

COMMERCIAL PAPER

Commercial paper is an issuer’s obligation with a maturity of
less than nine months. Companies typically issue commercial
paper to pay for current expenditures. Most issuers constantly
reissue their commercial paper and use the proceeds (or “bank
loans™) to repay maturing paper. If the issuer cannot continue to
obtain liquidity in this fashion, its commercial paper may default.
The short maturity of commercial paper generally reduces both
the market and credit risks as compared to other debt securities
of the same issuer. The Funds may invest in commercial paper
issued by banks, corporations, and other borrowers. Such
instruments are unsecured and usually discounted, although
some are interest-bearing.

Medium Term Notes

Medium term notes are new issue debt instruments issued by
banks, corporations and other borrowers which are offered
continuously over an extended period of time. Medium term
notes’ maturities normally range from nine months to fifteen
years, although some may be as short as six months.

Variable Rate Instruments

Variable rate notes are securities issued typically by
corporations or financial institutions. Variable rate CDs are bank
deposits. Both instruments have an interest rate which resets
periodically according to a specific instrument or statistic such
as a defined index. The reset period is typically daily, weekly,
monthly, or quarterly and the index may be based on the U.S.
federal funds rate, commercial paper rates, the London
InterBank Offer Rate (“LIBOR™), Euribor, Eurolibor or other rates.
A variable rate note may have a demand feature allowing the
holder to demand payment of principal and interest from the
issuer after a notice period of, for example, seven days or one
month, or such notes may allow the holder to demand payment
of principal and interest on specifically identified dates. Due to
the frequency of the interest rate reset and the market nature of
the index, variable rate CDs are regarded as having limited
market (interest rate) risk but they do have the credit risk of the
issuer. While the variable rate instruments in which a Fund
invests may have longer stated maturities, their actual maturity
date may be deemed to be the last day of the current reset
period for purposes of average maturity calculation if it is
determined by the Adviser that this would accurately predict the
instrument’s interest rate volatility. Variable rate instruments are
subject to credit risks.

Loan Participations

A Fund may invest in fixed and floating rate loans arranged
through private negotiations between a corporation or other
type of entity and one or more financial institutions (“Lender”).
Such investment is expected to be in the form of securitised
participations in loans which are transferable securities
(“Participations”™). Participations typically will result in a Fund
having a contractual relationship only with the Lender, not with
the borrower. A Fund will have the right to receive payments of
principal, interest and any fees to which it is entitled only from
the Lender selling the Participation and only upon receipt by the
Lender of the payments from the borrower. In connection with
purchasing Participations, a Fund generally will have no right to
enforce compliance by the borrower with the terms of the loan
agreement relating to the loan nor any rights of set-off against
the borrower and a Fund may not directly benefit from any
collateral supporting the loan in which it has purchased the
Participation. As a result, a Fund will assume the credit risk of
both the borrower and the Lender that is selling the
Participation. A Fund will acquire Participations only if the
Lender interpositioned between a Fund and the borrower is
determined by the Advisers to be creditworthy.

The investment of a Fund shall be in Participations that are
securitised transferable securities which are not leveraged
and are dealt in on a Regulated Market, and will be purchased
through recognised, regulated dealers. No more than 5%

of a Fund’s NAV will be invested in Participations of the

same borrower.

PREFERRED STOCKS

Preferred stocks have the right to receive specified dividends or
distributions before the issuer makes payments on its common
stock. Some preferred stocks also participate in dividends and
distributions paid on common stock. Preferred stocks may also
permit the issuer to redeem the stock. A Fund will treat such
redeemable preferred stock as a debt security.



RIGHTS AND WARRANTS [PROBASIS, PROFUTUR,
EUROPA-AKTIEN, AND INTER-AKTIEN]

The Funds may invest in rights and warrants, which entitle

the holder to buy equity securities at a specific price (the
“Strike Price™) for a specific period of time, but will do so only
if the underlying equity securities are deemed appropriate by
the Fund’s Advisers for inclusion in the Fund. Rights and
warrants may be considered more speculative than certain other
types of investments because there is no assurance that the
value of the underlying securities will exceed the Strike Price
before the warrant or right expires. Also, the value of a right or
warrant does not necessarily change with the value of the
underlying securities.

Rights and warrants also do not entitle a holder to dividends or
voting rights with respect to the securities that may be
purchased nor do they represent any rights in the assets of the
issuing company. Warrants typically entitle a holder to buy an
amount of common stock at a specified price, usually higher
than the market price at the time of issuance. In contrast, rights,
which also represent the right to buy common shares, normally
have a subscription price lower than the current market value of
the common stock and generally have a life of only two to four
weeks. No more than 5% of the NAV of a Fund will be invested
in rights and warrants.

Warrants give the Fund the option to buy the issuer’s equity
securities at a specified price (the “Exercise Price™) at a
specified future date (the “Expiration Date”). The Fund may buy
the designated securities by paying the Exercise Price before the
Expiration Date. Warrants may become worthless if the price of
the stock does not rise above the Exercise Price by the
Expiration Date. This increases the market risks of warrants as
compared to the underlying security. Rights are the same as
warrants, except companies typically issue rights to existing
stockholders.

U.S. Government Obligations

The types of U.S. government obligations in which a Fund may
invest include, but are not limited to, direct obligations of the
U.S. Treasury (such as U.S. Treasury bills, notes and bonds) and
obligations issued or guaranteed by U.S. government agencies
or instrumentalities.

The Funds may invest in general obligations of any state,
territory, or possession of the United States, or their
political subdivisions.

U.S. Treasury Securities

U.S. Treasury securities (such as U.S. Treasury bills, notes and
bonds) are direct obligations of the federal government of the
United States. U.S. Treasury securities are generally regarded as
having the lowest credit risks.

U.S. Government Agency Securities

U.S. government agency securities are those which are issued or
guaranteed by a U.S. federal agency or instrumentality acting
under federal authority. Certain U.S. government agency
securities are supported by the full faith and credit of the United
States. These include the Government National Mortgage
Association (“Ginnie Mae”™), Small Business Administration,
Federal Financing Bank, Department of Housing and Urban
Development, Export-Import Bank of the United States,
Overseas Private Investment Corporation, and Federal Deposit
Insurance Corporation.
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Other U.S. government agency securities receive support
through U.S. federal subsidies, loans or other benefits. For
example, the U.S. Treasury is authorised to purchase specified
amounts of securities issued by (or otherwise make funds
available to) the Federal Home Loan Bank System, Federal
Home Loan Mortgage Corporation (“Freddie Mac”), Federal
National Mortgage Association (“Fannie Mae”) and Tennessee
Valley Authority in support of such obligations.

Further, certain of such U.S. government agency securities have
no explicit financial support, but are regarded as having implied
support because the U.S. federal government sponsors their
activities. These include Farm Credit System and Financing
Corporation securities.

In terms of credit risk, a Fund treats mortgage-backed securities
guaranteed by a U.S. federal agency or instrumentality as U.S.
Treasury securities. Although such a guarantee helps protect
against credit risk, it does not eliminate it entirely or reduce
other risks.

U.S. government agency securities are traded and/or listed on
Regulated Markets.

(See “What are the Specific Risks of Investing in the Funds” and
“Events Related to Freddie Mac and Fannie Mae”,)

ASSET-BACKED SECURITIES

Asset-backed securities are payable from pools of obligations
other than mortgages. Most asset-backed securities involve
consumer or commercial debts with maturities of less than

10 years. However, almost any type of fixed-income assets
(including other fixed-income securities) may be used to
create an asset-backed security. Asset-backed securities may
take the form of commercial notes, notes or pass-through
certificates. Asset-backed securities have prepayment risks.
Like CMOs, asset-backed securities may be structured like
Floaters, Inverse Floaters, Interest Only bonds (“IOs™) and
Principal Only bonds (“POs™).

Non-Mortgage Related Asset-Backed Securities

The Funds may invest in non-mortgage related asset-backed
securities including, but not limited to, interests in pools of
receivables, such as credit card and accounts receivable and
motor vehicle and other installment purchase obligations and
leases. However, almost any type of debt assets (including other
debt securities, such as corporate debt securities) may be used
to create an asset-backed security. Asset-backed securities may
take the form of notes, pass-through certificates or asset-
backed obligations. The securities, all of which are issued by
non-governmental entities and carry no direct or indirect
government guarantee, are structurally similar to CMOs and
mortgage pass-through securities, which are described below.

Mortgage-Related Asset-Backed Securities

A Fund may also invest in various mortgage-related asset-
backed securities. These types of investments may include
adjustable rate mortgage securities, CMOs, real estate mortgage
investment conduits, or other securities collateralised by or
representing an interest in real estate mortgages (collectively,
“Mortgage Securities™). Many Mortgage Securities are issued or
guaranteed by government agencies.



MORTGAGE-BACKED SECURITIES

Mortgage-backed securities represent interests in pools of
mortgages. The mortgages that comprise a pool normally have
similar interest rates, maturities, and other terms. Mortgages
may have fixed or adjustable interest rates. Interests in pools of
adjustable-rate mortgages are known as adjustable rate
mortgage securities (“ARMSs”).

Mortgage-backed securities come in a variety of forms. The
simplest forms of mortgage-backed securities are pass-through
certificates. Holders of pass-through certificates receive a pro
rata share of all net interest and principal payments and
prepayments from the underlying mortgages. As a result, the
holders assume all interest rate and prepayment risks of the
underlying mortgages. Other mortgage-backed securities may
have more complicated financial structures.

The Funds may invest in both agency mortgage-backed
securities and in mortgage-backed securities that are issued by
private entities. Securities issued by private entities must be
rated Investment-Grade by one or more Recognised Statistical
Rating Organisations at the time of purchase. Securities issued
by a private entity are subject to additional credit risk. Such
securities are traded and/or listed on Regulated Markets.

Commercial Mortgage-Backed Securities

CMBS represent interests in mortgage loans on commercial real
estate, such as loans for hotels, shopping centers, office
buildings and apartment buildings. Generally, the interest and
principal payments on these loans are passed on to investors in
CMBS according to a schedule of payments. A Fund may invest
in individual CMBS issues or, alternately, may gain exposure to
the overall CMBS market by investing in a derivative contract,
the performance of which is related to changes in the value of a
domestic CMBS index. The risks associated with CMBS reflect
the risks of investing in the commercial real estate securing the
underlying mortgage loans and are therefore different from the
risks of other types of MBS. Additionally, CMBS may expose a
Fund to interest rate, liquidity and credit risks.

Adjustable Rate Mortgage Securities

ARMS are pass-through mortgage securities representing
interests in adjustable rather than fixed interest rate mortgages.
The ARMS in which the Fund invests are issued by Ginnie Mae,
Fannie Mae and Freddie Mac, and are actively traded. The
underlying mortgages which collateralise ARMS issued by
Ginnie Mae are fully guaranteed by the Federal Housing
Administration or Veterans Administration, while those
collateralising ARMS issued by Fannie Mae or Freddie Mac are
typically conventional residential mortgages conforming to strict
underwriting size and maturity constraints.

Collateralised Mortgage Obligations (“CMOs”)

CMQOs, including interests in real estate mortgage investment
conduits (REMICs), allocate payments and prepayments from an
underlying pass-through certificate among holders of different
classes of mortgage backed securities. This creates different
prepayment and interest rate risks for each CMO class.

CMQOs are bonds issued by single-purpose, stand-alone finance
subsidiaries or trusts of financial institutions, government
agencies, investment banks, or companies related to the
construction industry. CMOs purchased by the Fund may be:

e collateralised by pools of mortgages in which each
mortgage is guaranteed as to payment of principal
and interest by an agency or instrumentality of the
U.S. government;
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e  collateralised by pools of mortgages in which payment of
principal and interest is guaranteed by the issuer and such
guarantee is collateralised by U.S. government securities; or

e  securities in which the proceeds of the issuance are
invested in Mortgage Securities and payment of the
principal and interest is supported by the credit of an
agency or instrumentality of the U.S. government.

All CMOs purchased by the Funds are Investment-Grade, as
rated by a Recognised Statistical Rating Organisation at the
time of purchase. CMOs are subject to interest rate and
prepayment risks.

Real Estate Mortgage Investment Conduits

REMICs are offerings of multiple class real estate mortgage-
backed securities which qualify and elect treatment as such
under provisions of the U.S. Internal Revenue Code. Issuers of
REMICs may take several forms, such as trusts, partnerships,
corporations, associations or segregated pools of mortgages.
Once REMIC status is elected and obtained, the entity is not
subject to U.S. federal income taxation. Instead, income is
passed through the entity and is taxed to the person or persons
who hold interests in the REMIC. A REMIC interest must consist
of one or more classes of “regular interests,” some of which may
offer adjustable rates of interest, and a single class of “residual
interests.” To qualify as a REMIC, substantially all the assets of
the entity must be in assets directly or indirectly secured
principally by real property.

Bank Instruments

Bank instruments are unsecured interest bearing deposits with
banks. Bank instruments include bank accounts, time deposits,
CDs and banker's acceptances. Yankee instruments are
denominated in U.S. dollars and issued by U.S. branches of
foreign banks. Eurodollar instruments are denominated in

U.S. dollars and issued by non-U.S. branches of U.S. or

foreign banks.

The Funds may invest in the following:

e (CDs in commercial or savings banks whose deposits are
insured by the Bank Insurance Fund (“BIF") or the Savings
Association Insurance Fund, including CDs issued by
foreign branches of BIF-insured banks; and

e bankers’ acceptances issued by a BIF-insured bank, or
issued by the bank’s Edge Act subsidiary and guaranteed
by the bank, with remaining maturities of nine months or
less. The total acceptances of any bank held by the Trust
on behalf of the Fund cannot exceed 0.25 of 1% of such
bank’s total deposits according to the bank’s last published
statement of condition preceding the date of acceptance.

Zero Coupon Securities

Zero coupon securities do not pay interest or principal until final
maturity unlike debt securities that provide periodic payments of
interest (referred to as a coupon payment). Investors buy zero
coupon securities at a price below the amount payable at
maturity. The difference between the purchase price and the
amount paid at maturity represents interest on the zero coupon
security. Investors must wait until maturity to receive interest
and principal, which increases the interest rate and credit risks
of a zero coupon security.



There are many forms of zero coupon securities. Some are
issued at a discount and are referred to as zero coupon or
capital appreciation bonds. Others are created from interest
bearing bonds by separating the right to receive the bond’s
coupon payments from the right to receive the bond’s principal
due at maturity, a process known as coupon stripping.

U.S. Treasury STRIPs, 10s and POs are the most common forms
of stripped zero coupon securities. In addition, some securities
give the issuer the option to deliver additional securities in place
of cash interest payments, thereby increasing the amount
payable at maturity. These are referred to as pay-in-kind or
PIK securities.

OECD Government Securities

The Funds may invest in debt securities issued or guaranteed by
any OECD member state or by its authorities, agencies or
instrumentalities or by any supranational or public international
bodies of which one or more European Union (“EU”) Member
States are members.

Resets of Interest

The interest rates paid on the ARMS, CMOs, and REMICs in
which the Funds invest generally are readjusted at intervals of
one year or less to an increment over some predetermined
interest rate index. There are two main categories of indices:
those based on U.S. Treasury securities and those derived from
a calculated measure, such as a cost of funds index or a moving
average of mortgage rates. Commonly utilised indices include
the one-year and five-year constant maturity U.S. Treasury note
rates, the three-month U.S. Treasury bill rate, the 180-day

U.S. Treasury bill rate, rates on longer-term U.S. Treasury
securities, the National Median Cost of Funds, the one-month or
three-month LIBOR, the prime rate of a specific bank, or
commercial paper rates. Some indices, such as the one-year
constant maturity U.S. Treasury note rate, closely mirror changes
in market interest rate levels. Others tend to lag changes in
market rate levels and tend to be somewhat less volatile.

To the extent that the adjusted interest rate on the mortgage
security reflects current market rates, the market value of an
adjustable rate mortgage security will tend to be less sensitive to
interest rate changes than a fixed rate debt security of the same
stated maturity. Hence, adjustable rate mortgage securities
which use indices that lag changes in market rates should
experience greater price volatility than adjustable rate mortgage
securities that closely mirror the market. Certain residual interest
tranches of CMOs may have adjustable interest rates that
deviate significantly from prevailing market rates, even after the
interest rate is reset, and are subject to correspondingly
increased price volatility. In the event the Fund purchases such
residual interest mortgage securities, it will factor in the
increased interest and price volatility of such securities when
determining its dollar-weighted average duration.

Caps and Floors

Caps and Floors are contracts in which one party agrees to
make payments only if an interest rate or index goes above
(“Cap™) or below (“Floor™) a certain level in return for a fee from
the other party.

The underlying mortgages which collateralise the ARMS, CMOs,
and REMICs in which the Funds invest will frequently have Caps
and Floors which limit the maximum amount by which the loan
rate to the residential borrower may change up or down:

1. per reset or adjustment interval, and

2. over the life of the loan.
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Some residential mortgage loans restrict periodic adjustments
by limiting changes in the borrower’s monthly principal and
interest payments rather than limiting interest rate changes.
These payment caps may result in negative amortisation.

The value of mortgage securities in which the Funds invest may
be affected if market interest rates rise or fall faster and farther
than the allowable caps or floors on the underlying residential
mortgage loans. Additionally, even though the interest rates on
the underlying residential mortgages are adjustable,
amortisation and prepayments may occur, thereby causing the
effective maturities of the mortgage securities in which the
Funds invest to be shorter than the maturities stated in the
underlying mortgages.

Depositary Receipts [ProBasis, ProFutur, Europa-Aktien,
Inter-Aktien]

Depositary receipts represent interests in underlying securities
issued by a foreign company. Depositary receipts are not
traded in the same market as the underlying security. The
securities underlying American Depositary Receipts (“ADRs”)
are traded outside the U.S. ADRs provide a way to buy shares
of non-U.S.-based companies in the U.S. rather than in non-
U.S. markets. ADRs are also traded in U.S. dollars. The securities
underlying European Depositary Receipts (“EDRs"), Global
Depositary Receipts (“GDRs”), and International Depositary
Receipts (“IDRs"), are traded globally or outside the U.S. EDRs,
GDRs and IDRs are similar to ADRs, except that they are
primarily aimed at non-U.S. resident investors and are intended
to trade mainly in markets outside of the United States.
Depositary receipts involve many of the same risks of investing
directly in non-U.S. securities, including currency risks.

ELIGIBLE COLLECTIVE INVESTMENT SCHEMES

The Funds may invest up to 10% of their NAV in other Eligible
Collective Investment Schemes (including other Funds of the
Trust as described herein) whose objective is to invest in
securities, instruments, or obligations of the type in which the
Fund is permitted to invest, provided that the Advisers
determine that an investment in another Eligible Collective
Investment Scheme presents minimal credit risks. The Funds will
not invest in another Eligible Collective Investment Scheme
unless their investment objectives, policies, and restrictions are
substantially similar to those of a Fund with substantially similar
risks. The Funds may not invest in an Eligible Collective
Investment Scheme which itself can invest more than 10% of its
net assets in other collective investment schemes.

A Fund may invest in an Eligible Collective Investment Scheme
("underlying scheme') managed by the same management
company or any other company with which the management
company is linked by common management or control or by a
substantial direct or indirect holding, provided that the
management company or such other company may not charge
subscription or redemption fees on account of the investment of
the Fund in the underlying scheme.

A Fund may invest in another Fund of the Trust provided that
the Fund may not invest in another Fund of the Trust which itself
holds Units in other Funds of the Trust. Where a Fund invests in
another Fund of the Trust, an annual management fee may not
be charged in respect of that portion of assets invested in the
other Fund of the Trust.



SPECIAL TRANSACTIONS
Borrowings

A Fund may not borrow money, grant loans or act as guarantor
on behalf of third parties, except as follows:

e foreign currency may be acquired by means of a back-to-
back loan. Foreign currency obtained in this manner is not
classified as borrowing for the purpose of Regulation
103(1) of the UCITS Regulations, except to the extent that
such foreign currency exceeds the value of a “back to
back” deposit; and

e  borrowings not exceeding 10% of the NAV of a Fund may
be made on a temporary basis and the assets of a Fund
may be charged or pledged as security for such
borrowings.

Investment Ratings for Investment-Grade Securities

The Adviser will determine whether a security is Investment-
Grade based upon the credit ratings given by one or more
Recognised Statistical Rating Organisations. For example, at the
date of this Prospectus, S&P, a rating service, assigns ratings to
Investment-Grade securities based on their assessment of the
likelihood of the issuer’s inability to pay interest or principal
(default) when due on each security. Lower credit ratings
correspond to higher credit risk. If a security has not received a
rating, the Fund must rely entirely upon the Adviser’s credit
assessment that the security is comparable to Investment-
Grade.

If a security is downgraded below Investment-Grade, the
Adviser will re-evaluate the security, but will not be required
to sell it.

CENTRAL BANK AUTHORISATION

The Trust has been authorised by the Central Bank to invest up
to 100% of the assets of any Fund in transferable securities
issued or guaranteed by:

(a) the U.S. government, its agencies or instrumentalities;
(b) a Member State of the EU;

(c) the government or local authorities of any Member State of
the EU;

(d) the government of Switzerland, Norway, Canada, Japan,
Australia or New Zealand;

(e) the World Bank, the European Investment Bank, Euratom,
the Asian Development Bank, the Inter-American
Development Bank, the International Bank for
Reconstruction and Development or the European Bank for
Reconstruction and Development; and

(A the full faith and credit of the U.S. government; provided
that a Fund must hold securities from at least six different
issues and securities from any one issue may not account
for more than 30% of the total assets of such Fund.

AUTHORISED INVESTMENT TECHNIQUES
AND INSTRUMENTS

The Advisers may employ investment techniques and
instruments, such as financial derivative instruments (“FDIs”),
for investment purposes and for purposes of efficient portfolio
management (i.e., hedging, reducing risks or costs, or for
increasing capital or income returns), subject to the conditions
and within the limits from time to time laid down by the Central
Bank and as described below. These techniques and
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instruments include trading in options and other derivative
instruments. In addition, the Fund will utilise the investment
techniques such as repurchase agreements, reverse repurchase
agreements and securities lending to enhance the return on
securities. The Trust shall supply to an Unitholder on request
supplementary information in relation to the quantitative risk
management limits applied by it, the risk management
methods used by it and any recent developments in the risks
and yields characteristics for the main categories of investment.
A list of the Regulated Markets on which the FDIs may be
quoted or traded is provided later in this Prospectus under the
heading “Terms.”

The Advisers’ ability to use these techniques and instruments
may be limited by market conditions, regulatory limits and tax
considerations and these techniques and instruments may be
used only in accordance with the investment objectives of a
Fund. Any such technique or instrument must be one which
(alone or in combination with one or more other techniques or
instruments) is reasonably believed by the Advisers to be
economically appropriate to the investment management of

a Fund.

New techniques and FDIs may be developed which may be
suitable for use by a Fund in the future and a Fund may employ
such techniques and FDIs subject to any restrictions imposed by
the UCITS Regulations.

The investment in FDIs involves risks which are outlined in
this Prospectus (see “What Are the Specific Risks of Investing in
the Funds?”).

At present, Euro-Kurzlaufer, Euro-Renten, Inter-Renten, ProBasis
and ProFutur will avail of the use of FDIs for investment
purposes; accordingly, the Trust has submitted a risk
management process to the Central Bank in relation to

such Funds.

Europa-Aktien and Inter-Aktien will only use FDIs for the
purposes of efficient portfolio management (i.e., hedging,
reducing risks or costs, or for increasing capital or income
returns). For the Advisers to utilise FDIs at any future time for
Europa-Aktien or Inter-Aktien, the formal risk management
process will be amended and submitted to the Central Bank
in accordance with the UCITS Rules.

FINANCIAL DERIVATIVE INSTRUMENTS

FDls are financial instruments that require payments based
upon changes in the values of designated securities,
commaodities, currencies, indices, or other assets or instruments
including other derivative contracts (each a “Reference
Instrument” and collectively, “Reference Instruments™). Each
party to a derivative contract is referred to as a counterparty.
Some derivative contracts require payments relating to an
actual, future trade involving the Reference Instrument. These
types of derivatives are frequently referred to as “physically
settled” derivatives. Other derivative contracts require payments
relating to the income or returns from, or changes in the market
value of, a Reference Instrument. These types of derivatives are
known as “cash settled” derivatives, since they require cash
payments in lieu of delivery of the Reference Instrument.

Many derivative contracts are traded on securities or
commodities exchanges. In this case, the exchange sets all the
terms of the contract except for the price. Investors make
payments due under their contracts through the exchange. Most
exchanges require investors to maintain margin accounts
through their brokers to cover their potential obligations to the
exchange. Parties to the contract make (or collect) daily
payments to the margin accounts to reflect losses (or gains) in



the value of their contracts. This protects investors against
potential defaults by the counterparty. Trading contracts on an
exchange also allows investors to close out their contracts by
entering into offsetting contracts.

For example, a Fund could close out an open contract to buy an
asset at a future date by entering into an offsetting contract to
sell the same asset on the same date. If the offsetting sale price
is more than the original purchase price, the Fund realises a
gain; if it is less, a Fund realises a loss. Exchanges may limit the
amount of open contracts permitted at any one time. Such limits
may prevent a Fund from closing out a position. If this happens,
a Fund will be required to keep the contract open (even if it is
losing money on the contract), and to make any payments
required under the contract (even if it has to sell portfolio
securities at unfavourable prices to do so). Inability to close out
a contract could also harm a Fund by preventing it from
disposing of or trading any assets it has been using to secure its
obligations under the contract.

A Fund may also trade FDIs over-the-counter (“OTC”) in
transactions negotiated directly between the Fund and the
counterparty (“OTC derivative contracts”). OTC derivative
contracts do not necessarily have standard terms, so they
cannot be directly offset with other OTC derivative contracts. In
addition, OTC derivative contracts with more specialised terms
may be more difficult to price than exchange traded contracts.

Depending upon how the Fund uses FDIs and the relationships
between the market value of an FDI and the underlying asset,
FDIs may increase or decrease the Fund’s exposure to interest
rate, stock market, currency and credit risks, and may also
expose the Fund to liquidity and leverage risks. OTC derivative
contracts also expose the Fund to credit risks in the event that a
counterparty defaults on the contract.

A Fund may invest in FDlIs, including equivalent cash-settled
instruments, dealt in on a Regulated Market and may invest in
over-the-counter derivatives subject to the conditions and
limitations outlined in the UCITS Regulations and laid down by
the Central Bank from time to time as described below.

Where a Fund invests in FDIs the recourse of the relevant
counterparty will be limited to the assets of that Fund and the
counterparty will not be entitled to have recourse to the assets
of any other Fund of the Trust.

The policy that will be applied to collateral arising from OTC
derivative transactions or efficient portfolio management
techniques relating to the Funds is to adhere to the
requirements set out below. 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 by the Funds
include cash and non-cash assets such as equities, debt
securities and money market instruments. From time to time and
subject to the requirements set out below, the policy on levels of
collateral required and haircuts may be adjusted, at the
discretion of the Advisers, where this is determined to be
appropriate in the context of the specific counterparty, the
characteristics of the asset received as collateral, market
conditions or other circumstances. The haircuts applied (if any)
by the Advisers 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 set out below. 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.
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If cash collateral received by a 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 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. For further details see the “What are
the Specific Risks of Investing in the Funds” section herein.

Direct and indirect operational costs and fees arising from the
efficient portfolio management techniques of securities lending,
repurchase and reverse repurchase arrangements may be
deducted from the revenue delivered to the Funds (e.g., as a
result of revenue sharing arrangements). All the revenues
arising from such efficient portfolio management techniques,
net of direct and indirect operational costs, will be returned to
the relevant Fund. 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 parties related to the Trustee. The
revenues arising from such efficient portfolio management
techniques for the relevant reporting period, together with the
direct and indirect operational costs and fees incurred and the
identity of the counterparty(ies) to these efficient portfolio
management techniques, will be disclosed in the annual and
semi-annual reports of the Funds.

A Fund may trade in, but is not limited to trading in, the
following FDlIs, including combinations thereof (prior to the
Fund engaging in any additional FDIs an updated risk
management process will be submitted to the Central Bank):

Futures Contracts

Futures contracts provide for the future sale by one party and
purchase by another party of a specified amount of a Reference
Instrument at a specified price, date and time. Entering into a
contract to buy a Reference Instrument is commonly referred to
as buying a contract or holding a long position in the asset.
Entering into a contract to sell a Reference Instrument is
commonly referred to as selling a contract or holding a short
position in the Reference Instrument. The Manager on behalf of
the Funds is exempt from registration with the U.S. Commodity
Futures Trading Commission (“CFTC”) as a commodity pool
operator and therefore, unlike a registered commodity pool
operator, is not subject to requirements of the U.S. Commodity
Exchange Act to deliver a commodity pool disclosure document
or certified annual report to Unitholders. The Funds qualify for
such exemption from CFTC registration on the basis that (i)
interests in the Funds are exempt from registration under the
1933 Act, and (ii) such interests are offered and sold without
marketing to the public in the United States. Futures contracts
traded OTC are frequently referred to as forward contracts. A
Fund can buy or sell financial futures (such as index futures and
security futures), as well as, currency futures and currency
forward contracts.

Options

Options are rights to buy or sell an underlying asset or
instrument for a specified price (the exercise price) during, or at
the end of, a specified period. The seller (or writer) of the option
receives a payment, or premium, from the buyer, which the
writer keeps regardless of whether the buyer uses (or exercises)
the option. A call option gives the holder (buyer) the right to buy
the underlying asset from the seller (writer) of the option. A put
option gives the holder the right to sell the underlying asset to
the writer of the option. Options can trade on exchanges or in
the OTC market and may be bought or sold on a wide variety of
underlying assets or instruments, including financial indices,
individual securities, and other derivative instruments, such as



futures contracts. Options that are written on futures contracts
will be subject to margin requirements similar to those applied
to futures contracts.

A Fund may buy/sell the following types of options:
CALL OPTIONS

A call option gives the holder (buyer) the right to buy the
underlying asset from the seller (writer) of the option. A Fund
may use call options in the following ways:

e  buy call options on a Reference Instrument in anticipation
of an increase in the value of the Reference Instrument;
and

e write call options on a Reference Instrument to generate
income from premiums, and in anticipation of a decrease or
only limited increase in the value of the Reference
Instrument. If the Fund writes a call option on a Reference
Instrument that it owns and that call option is exercised, the
Fund foregoes any possible profit from an increase in the
market price of the Reference Instrument over the exercise
price plus the premium received.

PUT OPTIONS

A put option gives the holder the right to sell the underlying
asset to the writer of the option. A Fund may use put options in
the following ways:

e buy put options on a Reference Instrument in anticipation
of a decrease in the value of the Reference Instrument; and

e write put options on a Reference Instrument to generate
income from premiums, and in anticipation of an increase
or only limited decrease in the value of the Reference
Instrument. In writing puts, there is a risk that the Fund
may be required to take delivery of the Reference
Instrument when its current market price is lower than
the exercise price.

A Fund may also buy or write options, as needed, to close out
existing option positions.

Swaps

A swap contract (also known as a “swap”) is a type of derivative
contract in which two parties agree to pay each other (swap)
the returns derived from Reference Instruments. Most swaps do
not involve the delivery of the underlying assets by either party,
and the parties might not own the Reference Instruments. The
payments are usually made on a net basis so that, on any given
day, the Fund would receive (or pay) only the amount by which
its payment under the contract is less than (or exceeds) the
amount of the other party’s payment. Swap agreements are
sophisticated instruments that can take many different forms
and are known by a variety of names. Common swap
agreements that the Funds may use include:

INTEREST RATE SWAPS

Interest rate swaps are contracts in which one party agrees to
make regular payments equal to a fixed or floating interest rate
times a stated principal amount (commonly referred to as a
“notional principal amount”) in return for payments equal to a
different fixed or floating rate times the same principal amount,
for a specific period. For example, a U.S.$10 million LIBOR swap
would require one party to pay the equivalent of the LIBOR
(which fluctuates) on U.S.$10 million principal amount in
exchange for the right to receive the equivalent of a stated fixed
rate of interest on U.S.$10 million principal amount.
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TOTAL RETURN SWAPS

A total return swap is an agreement between two parties
whereby one party agrees to make payments of the total return
from a Reference Instrument (or a basket of such instruments)
during the specified period, in return for payments equal to a
fixed or floating rate of interest or the total return from another
Reference Instrument. A total return swap can also be
structured so that one party will make payments to the other
party if the value of a Reference Instrument increases, but
receive payments from the other party if the value of that
instrument decreases. Through the swap the Fund may take a
long or short position in the underlying asset(s), which may
constitute a single security or a basket of securities. Exposure
through the swap closely replicates the economics of physical
shorting (in the case of short positions) or physical ownership
(in the case of long positions), but in the latter case without the
voting or beneficial ownership rights of direct physical
ownership. If a Fund invests in total return swaps or other FDI
with the same characteristics, the underlying asset or index may
be comprised of equity or debt securities, money market
instruments or other eligible investments which are consistent
with the investment objective and policies of the Fund. The
counterparties to such transactions are typically banks,
investment firms, broker-dealers, collective investment schemes
or other financial institutions or intermediaries. The risk of the
counterparty defaulting on its obligations under the total return
swap and its effect on investor returns are described in the
section entitled “What are the Specific Risks of Investing in the
Funds”. It is not intended that the counterparties to total return
swaps entered into by a Fund assume any discretion over the
composition or management of the Fund'’s investment portfolio
or over the underlying of the FDlIs, or that the approval of the
counterparty is required in relation to any portfolio transactions
by the Fund.

CREDIT DEFAULT SWAPS (“CDS")

A credit default swap (“CDS") is an agreement between two
parties whereby one party (the “Protection Buyer”) agrees to
make payments over the term of the CDS to the other party
(the “Protection Seller”), provided that no designated event of
default, restructuring or other credit related event (each a
“Credit Event”) occurs with respect to the Reference Instrument
that is usually a particular bond, a portfolio of bonds or the
unsecured credit of an issuer, in general (the “Reference
Obligation™). Many CDS are physically settled, which means that
if a Credit Event occurs, the Protection Seller must pay the
Protection Buyer the full notional value, or “par value,” of the
Reference Obligation in exchange for delivery by the Protection
Buyer of the Reference Obligation or another similar obligation
issued by the issuer of the Reference Obligation (the
“Deliverable Obligation™). The Counterparties agree to the
characteristics of the Deliverable Obligation at the time that they
enter into the CDS. Alternately, a CDS can be “cash settled,”
which means that upon the occurrence of a Credit Event, the
Protection Buyer will receive a payment from the Protection
Seller equal to the difference between the par amount of the
Reference Obligation and its market value at the time of the
Credit Event. A Fund may be either the Protection Buyer or the
Protection Seller in a CDS. If the Fund is a Protection Buyer and
no Credit Event occurs, the Fund will lose its entire investment in
the CDS (i.e., an amount equal to the payments made to the
Protection Seller over the term of the CDS). However, if a Credit
Event occurs, the Fund (as Protection Buyer) will deliver the
Deliverable Obligation and receive a payment equal to the full
notional value of the Reference Obligation, even though the
Reference Obligation may have little or no value. If the Fund is
the Protection Seller and no Credit Event occurs, the Fund will
receive a fixed rate of income throughout the term of the CDS.



However, if a Credit Event occurs, the Fund (as Protection Seller)
will pay the Protection Buyer the full notional value of the
Reference Obligation and receive the Deliverable Obligation
from the Protection Buyer. A CDS may involve greater risks than
if the Fund invested directly in the Reference Obligation. For
example, a CDS may increase credit risk since the Fund has
exposure to both the issuer of the Reference Obligation and the
Counterparty to the CDS.

CURRENCY SWAPS

A currency swap is a type of derivative contract in which the
parties agree to make periodic interest payments to one another
in different currencies. The parties might agree to exchange the
notional principal amounts of the currencies as well (commonly
called a “foreign exchange swap”).

CAPS AND FLOORS

Caps and Floors are contracts in which one party agrees to
make payments only if an interest rate or index goes above
(Cap) or below (Floor) a certain level in return for a fee from
the other party.

HYBRID INSTRUMENTS

Hybrid instruments combine elements of two different kinds of
securities or financial instruments (such as a derivative
contract). Frequently, the value of a hybrid instrument is
determined by reference to changes in the value of a Reference
Instrument (that is a designated security, commodity, currency,
index, or other asset or instrument including a derivative
contract). Hybrid instruments can take on many forms including,
but not limited to, the following forms. First, a common form of a
hybrid instrument combines elements of a derivative contract
with those of another security (typically a debt security). In this
case all or a portion of the interest or principal payable on a
hybrid security is determined by reference to changes in the
price of a Reference Instrument. Second, a hybrid instrument
may also combine elements of a debt security and an equity
security. Third, hybrid instruments may include convertible
securities with conversion terms related to a Reference
Instrument.

Depending on the type and terms of the hybrid instrument, its
risks may reflect a combination of the risks of investing in the
Reference Instrument with the risks of investing in other
securities, currencies and derivative contracts. Thus, an
investment in a hybrid instrument may entail significant risks in
addition to those associated with traditional securities or the
Reference Instrument. Hybrid instruments are also potentially
more volatile than traditional securities or the Reference
Instrument. Moreover, depending on the structure of the
particular hybrid, it may expose the Fund to leverage risks or
carry liquidity risks.

Credit Linked Notes

A credit linked note (“CLN") is a type of hybrid instrument in
which a special purpose entity issues a structured note (the
“Note Issuer”) with respect to which the Reference Instrument is
a single bond, a portfolio of bonds, or the unsecured credit of an
issuer, in general (each a “Reference Credit”). The purchaser of
the CLN (the “Note Purchaser”) invests a par amount and
receives a payment during the term of the CLN that equals a
fixed or floating rate of interest equivalent to a high rated
funded asset (such as a bank certificate of deposit) plus an
additional premium that relates to taking on the credit risk of
the Reference Credit. Upon maturity of the CLN, the Note
Purchaser will receive a payment equal to (i) the original par
amount paid to the Note Issuer, if there is no occurrence of a
designated event of default, restructuring or other credit event
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(each, a “Credit Event”) with respect to the issuer of the
Reference Credit or (ii) the market value of the Reference Credit,
if a Credit Event has occurred. Depending upon the terms of the
CLN, it is also possible that the Note Purchaser may be required
to take physical delivery of the Reference Credit in the event of a
Credit Event. Most credit linked notes use a corporate bond (or
a portfolio of corporate bonds) as the Reference Credit.
However, almost any type of debt security (including foreign
government securities), index, or derivative contract (such as a
credit default swap) can be used as the Reference Credit.

HEDGING TECHNIQUES RELATING TO CURRENCIES

In order to manage the currency exposure risk to investors, the
Advisers may attempt to hedge or reallocate the currency
exposures of the portfolio against fluctuations in the exchange
rate between various currencies by utilising derivative
instruments, including, but not limited to futures, forwards, and
options. Such hedging or reallocation techniques will be used in
accordance with the requirements of the Central Bank.

A Fund may enter into foreign exchange transactions which
alter the currency characteristics of transferable securities held
by a Fund provided that such transactions are not speculative in
nature and may not constitute an investment in their own right.
Such transactions must be fully covered by cash flows arising
from the transferable securities held by the Fund and the Fund
may not be leveraged or geared in any way through the use of
such transaction. Details of any such transactions for the Funds
will be set out under the section headed “Securities in Which the
Funds Invest.” The Funds do not intend to be leveraged or
geared in any way through the use of foreign exchange
transactions.

Foreign exchange transactions which alter the currency
exposure characteristics of transferable securities held by a
Fund may only be undertaken for the purposes of one or more
of the following:

1. areduction of risk;
2. areduction in costs; and
3. anincrease in capital or income returns to the Fund.

The general conditions laid down in the Central Bank’s Notices
also apply. In particular, such transactions must:

1. be used in accordance with the investment objectives of the
Fund, and the currencies to which the Fund is exposed must
be currencies in which the Fund may invest indirectly; and

2. be economically appropriate.

Expenses, gains and losses relating to these hedging techniques
will be allocated to the class. The strategy may substantially limit
holders of the Units from benefiting if the class currency falls
against the base currency and/or the currency in which the
assets of the Fund are denominated.

SECURITIES FINANCING TRANSACTIONS REGULATION

To the extent permitted in the Prospectus, each Fund may enter
into one or more of the following transactions:

(D)  total return swaps;
(i)  repurchase agreements;
(iii) reverse repurchase agreements; and

(iv) securities lending arrangements.



Certain Funds 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. In this context,
efficient portfolio management purposes include the reduction
of risk, the reduction of cost and the generation of additional
capital or income for the Fund with a level of risk that is
consistent with the risk profile of the Fund.

If a Fund invests in total return swaps or Securities Financing
Transactions, the relevant asset or index may be comprised of
equity or debt securities, money market instruments or other
eligible investments which are consistent with the investment
objective and policies of the Fund. Subject to the investment
restrictions laid down by the Central Bank as set out in
“Authorised Investment Techniques and Instruments” section, in
particular “Permitted Financial Derivative Instruments” section,
and also any investment restrictions set out in the section
entitled “/nvestment Information”, certain Funds can invest a
maximum of 100% of their Net Asset Value in total return swaps
and Securities Financing Transactions. It is expected that each
of the Money Market Funds will generally invest in the range of
50-85% of its Net Asset Value in Securities Financing
Transactions. It is expected that each of the Fixed Income Fund
and the Equity Funds will generally invest in the range of 5-10%
of its Net Asset Value in total return swaps and Securities
Financing Transactions.

A Fund shall only enter into total return 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 the “Permitted Financial
Derivative Instruments” section and adopted by the Adviser.

The categories of collateral which may be received by a Fund is
set out in “Authorised Investment Techniques and Instruments”
section, in particular “Permitted Financial Derivative Instruments”
section and includes cash and non-cash assets such as equities,
debt securities and money market instruments. Collateral
received by the Fund will be valued in accordance with the
valuation methodology set out under the section entitled
“Determination of Net Asset Value”. Collateral received by the
Fund will be marked-to-market daily and daily variation margins
will be used.

Where a Fund receives collateral as a result of entering into total
return 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
counterparty’s obligations under a total return swap or
Securities Financing Transaction would satisfy the
counterparty’s obligations in the event of a default by the
counterparty. Where the Fund provides collateral as a result of
entering into total return swaps or Securities Financing
Transactions, it is exposed to the risk that the counterparty will
be unable or unwilling to honour its obligations to return the
collateral provided.

For a summary of certain other risks applicable to total return
swaps and Securities Financing Transactions, see the section
entitled “What are the Specific Risks of Investing in the Funds?”,
in particular the sub-sections entitles “Risks of Investing in
Derivative Contracts and Hybrid Instruments” and “Risk Of
Utilising Swaps”. There are certain risks associated with security
collateral arrangements such as operational, liquidity,
counterparty, custody and legal risks. The risks linked to
collateral management are managed in the same way as the
risks set forth above and as further described under the section
entitled, “What are the Specific Risks of Investing in the Funds?".
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A Fund may provide certain of its assets as collateral to
counterparties in connection with total return swaps and
Securities Financing Transactions. If the Fund has over-
collateralised (i.e., provided excess collateral 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 counterparty’s insolvency. If the Trustee or 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.

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

Subject to the restrictions laid down by the Central Bank as set
out in the “Permitted Financial Derivative Instruments” section,
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 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 total
return swaps or Securities Financing Transactions may be
deducted from the revenue delivered to the Fund (e.g.,, as a
result of revenue sharing arrangements). These costs and fees
do not and should not include hidden revenue. All the revenues
arising from such efficient portfolio management techniques,
net of direct and indirect operational costs, will be returned to
the Fund. 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 Adviser or
the Trustee.

PERMITTED FINANCIAL DERIVATIVE INSTRUMENTS

The current conditions and limits laid down by the Central Bank
in relation to FDlIs are as follows:

1. A Fund may invest in FDI provided that:

(i) the relevant reference items or indices consist of one
or more of the following: instruments referred to in
Regulation 68(1)(a) - (f) and (h) of the UCITS
Regulations including financial instruments having
one or several characteristics of those assets,
financial indices, interest rates, foreign exchange
rates, currencies;

(i) the FDI do not expose the Fund to risks which it could
not otherwise assume (e.g., gain exposure to an
instrument/issuer/currency to which the Fund cannot
have a direct exposure);

(iii) the FDI do not cause the Fund to diverge from its
investment objectives; and



(iv) the reference in (i) above to financial indices shall
be understood as a reference to indices which fulfil
the following criteria and the provisions of the
UCITS Rules:

(a) they are sufficiently diversified, in that the
following criteria are fulfilled:

() theindex is composed in such a way that
price movements or trading activities
regarding one component do not
unduly influence the performance of
the whole index;

(i) where the index is composed of assets
referred to in Regulation 68(1) of the
UCITS Regulations, its composition is at least
diversified in accordance with Regulation 71
of the UCITS Regulations;

(iii) where the index is composed of assets other
than those referred to in Regulation 68(1) of
the UCITS Regulations, it is diversified in a
way which is equivalent to that provided for
in Regulation 71 of the UCITS Regulations;

(b) they represent an adequate benchmark for the
market to which they refer, in that the following
criteria are fulfilled:

() the index measures the performance of a
representative group of underlyings in a
relevant and appropriate way;

(i) theindex is revised or rebalanced periodically
to ensure that it continues to reflect the
markets to which it refers following criteria
which are publicly available;

(i) the underlyings are sufficiently liquid,
which allows users to replicate the index,
if necessary;

(c) they are published in an appropriate manner, in
that the following criteria are fulfilled:

() their publication process relies on sound
procedures to collect prices and to calculate
and to subsequently publish the index value,
including pricing procedures for components
where a market price is not available;

(i) material information on matters such as
index calculation, rebalancing
methodologies, index changes or any
operational difficulties in providing timely or
accurate information is provided on a wide
and timely basis;

(v) where a Fund enters into a total return swap or invests
in other financial derivative instruments with similar
characteristics, the assets held by the Fund must
comply with Regulations 70, 71, 72, 73 and 74 of the
UCITS Regulations.

Where the composition of assets which are used as underlyings
by FDI does not fulfil the criteria set out in (a), (b) or (c) above,
those FDI shall, where they comply with the criteria set out in
Regulation 68(1)(g) of the UCITS Regulations, be regarded as
financial derivatives on a combination of the assets referred to
in Regulation 68(1)(g)(i) of the UCITS Regulations, excluding
financial indices.
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2.

Credit derivatives are permitted where:

0

(i

(iii)

(V)

they allow the transfer of the credit risk of an asset as
referred to in paragraph 1(i) above, independently
from the other risks associated with that asset;

they do not result in the delivery or in the transfer,
including in the form of cash, of assets other than
those referred to in Regulations 68(1) and (2) of the
UCITS Regulations;

they comply with the criteria for OTC Derivatives
(defined below) set out in paragraph 4 below; and

their risks are adequately captured by the risk
management process of the Fund, and by its internal
control mechanisms in the case of risks of asymmetry
of information between the Fund and the counterparty
to the credit derivative resulting from potential access
of the counterparty to non-public information on firms
the assets of which are used as underlyings by credit
derivatives. The Fund must undertake the risk
assessment with the highest care when the
counterparty to the FDI is a related party of the Fund
or the credit risk issuer.

FDI must be dealt in on a market that is regulated, operates
regularly, is recognised and is open to the public in a
Member State or a non-Member State.

Notwithstanding paragraph 3, a Fund may invest in FDI
dealt in over-the-counter ("OTC Derivatives") provided that:

0

(i)

@i

the counterparty is: (a) a credit institution listed in
Regulation 7(a) - (c) of the Central Bank Regulations;
(b) an investment firm authorised in accordance with
the Markets in Financial Instruments Directive; or (c) a
group company of an entity issued with a bank holding
company licence from the Federal Reserve of the
United States of America where that group company is
subject to bank holding company consolidated
supervision by the Federal Reserve;

where a counterparty within sub-paragraphs (b) or (c)
of paragraph 4(i)(a) was subject to a credit rating by
an agency registered and supervised by ESMA that
rating shall be taken into account by the Responsible
Person in the credit assessment process; and (b) is
downgraded to A-2 or below (or comparable rating) by
the credit rating agency referred to in subparagraph
(a) of this paragraph 4(ii) this shall result in a new
credit assessment being conducted of the
counterparty by the Responsible Person without delay;

risk exposure to the counterparty does not exceed the
limits set out in Regulation 70(1)(c) of the UCITS
Regulations. In this regard the Fund shall calculate the
exposure using the positive mark-to-market value of
the OTC derivative contract with that counterparty. The
Fund may net the derivative positions with the same
counterparty, provided that the Fund is able to legally
enforce netting arrangements with the counterparty.
Netting is only permissible with respect to OTC
derivative instruments with the same counterparty and
not in relation to any other exposures the Fund may
have with the same counterparty. The Fund may take
account of collateral received by the Fund in order to
reduce the exposure to the counterparty, provided that
the collateral meets with the requirements specified in
paragraphs (3), (4), (5), (6), (7), (8), (9) and (10) of
Regulation 24 of the Central Bank Regulations;



(iv) the OTC derivatives are subject to reliable and
verifiable valuation on a daily basis and can be sold,
liquidated or closed by an offsetting transaction at any
time at their fair value at the Fund’s initiative.

Collateral received must, at all times, meet with the
requirements set out in the UCITS Rules.

Collateral passed to an OTC derivative counterparty by or
on behalf of a Fund must be taken into account in
calculating exposure of the Fund to counterparty risk as
referred to in Regulation 70(1)(c) of the UCITS Regulations.
Collateral passed may be taken into account on a net basis
only if the Fund is able to legally enforce netting
arrangements with this counterparty.

Calculation of issuer concentration risk and counterparty
exposure risk

Each Fund must calculate issuer concentration limits as
referred to in Regulation 70 of the UCITS Regulations on
the basis of the underlying exposure created through the
use of FDI pursuant to the commitment approach. The risk
exposures to a counterparty arising from OTC FDI
transactions and efficient portfolio management techniques
must be combined when calculating the OTC counterparty
limit as referred to in Regulation 70(1)(c) of the UCITS
Regulations. A Fund must calculate exposure arising from
initial margin posted to and variation margin receivable
from a broker relating to exchange-traded or OTC
derivatives, which is not protected by client money rules or
other similar arrangements to protect the Fund against the
insolvency of the broker, and that exposure cannot exceed
the OTC counterparty limit referred to in Regulation
70(1)(c) of the UCITS Regulations.

The calculation of issuer concentration limits as referred to
in Regulation 70 of the UCITS Regulations must take
account of any net exposure to a counterparty generated
through a stocklending or repurchase agreement. Net
exposure refers to the amount receivable by a Fund less
any collateral provided by the Fund. Exposures created
through the reinvestment of collateral must also be taken
into account in the issuer concentration calculations. When
calculating exposures for the purposes of Regulation 70

of the UCITS Regulations, a Fund must establish whether
its exposure is to an OTC counterparty, a broker or a
clearing house.

Position exposure to the underlying assets of FDI, including
embedded FDI in transferable securities, money market
instruments or collective investment schemes, when
combined where relevant with positions resulting from
direct investments, may not exceed the investment limits
set out in Regulations 70 and 73 of the UCITS Regulations.
When calculating issuer-concentration risk, the financial
derivative instrument (including embedded financial
derivative instruments) must be looked through in
determining the resultant position exposure. This position
exposure must be taken into account in the issuer
concentration calculations. Issuer concentration must be
calculated using the commitment approach when
appropriate or the maximum potential loss as a result of
default by the issuer if more conservative. It must also be
calculated by all Funds, regardless of whether they use VaR
for global exposure purposes. This provision does not apply
in the case of index based FDI provided the underlying
index is one which meets with the criteria set out in
Regulation 71(1) of the UCITS Regulations.
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8.

A transferable security or money market instrument
embedding a FDI shall be understood as a reference to
financial instruments which fulfil the criteria for
transferable securities or money market instruments set
out in the UCITS Regulations and which contain a
component which fulfils the following criteria:

(a) by virtue of that component some or all of the cash
flows that otherwise would be required by the
transferable security or money market instrument
which functions as host contract can be modified
according to a specified interest rate, financial
instrument price, foreign exchange rate, index of
prices or rates, credit rating or credit index, or other
variable, and therefore vary in a way similar to a stand-
alone derivative;

(b) its economic characteristics and risks are not closely
related to the economic characteristics and risks of the
host contract;

(c) it has a significant impact on the risk profile
and pricing of the transferable security or money
market instrument.

A transferable security or a money market instrument shall
not be regarded as embedding a FDI where it contains a
component which is contractually transferable
independently of the transferable security or the money
market instrument. Such a component shall be deemed to
be a separate financial instrument.

Cover Requirements

10. For each Fund using FDI (other than Euro-Kurzldufer), the

Adviser employs the relative value-at-risk (“VaR™) method
in measuring global exposure. Relative VaR is the one day
VaR of a Fund divided by the one day VaR of a reference
portfolio (i.e., a benchmark index) with no derivatives. The
risk profile of the reference portfolio will be consistent with
investment objectives, policies and limits of the applicable
Fund’s portfolio. Under the Central Bank’s requirements,
the VaR of a Fund using the relative VaR approach is
required to be no greater than twice the VaR of a reference
portfolio. In the case of each of the Funds (other than Euro-
Kurzldufer), the relevant reference portfolio is as follows:

Fund Reference Portfolio

Europa-Aktien MSCI Europe Index

Inter-Aktien MSCI World Index

Euro-Renten BofA Merrill Lynch (“BAML")

Euro Government Index

Inter-Renten BAML Country Blend/Bloomberg

Barclays U.S. Aggregate Bond

Index
ProBasis BAML Euro Government
Index/MSCI Europe Index
ProFutur MSCI Europe Index/BAML Euro

Government Index

In the case of Euro-Kurzlaufer, the Adviser employs the
absolute VaR method in measuring global exposure. The
one day absolute VaR for Euro-Kurzlaufer shall not exceed
4.47% of its Net Asset Value.



In summary, the following calculation standards currently
apply to the VaR model employed in respect of a Fund.
However, these calculation standards are dealt with in
more detail in the risk management process of the Fund
and may change from time to time at the discretion of the
Advisers and in accordance with the requirements of the
Central Bank:

() one day VaR (99%) shows the maximum potential daily
loss of the portfolio or benchmark (in 000s) given a
99% confidence interval;

(i) effective observation period (history) of risk factors is
at least one year (250 business days)

(iii) at least daily calculation.

Each Fund'’s leverage is not expected to exceed 100%. The
term “leverage” in this context is defined by the Central
Bank as the total notional amount of derivatives positions
as a percentage of NAV (the “Notionals Approach”). Each
Fund’s leverage calculated under the commitment
approach will not exceed 100% of the Fund’'s Net Asset
Value. (Where a Fund’s leverage is calculated under the
commitment approach, this is supplementary to the
Notionals Approach).

11. Atransaction in FDI which gives rise, or may give rise, to
a future commitment on behalf of a Fund must be covered
as follows:

() inthe case of FDI which automatically, or at the
discretion of the Fund, are cash settled, a Fund must
hold, at all times, liquid assets which are sufficient to
cover the exposure.

(i) in the case of FDI which require physical delivery of
the underlying asset, the asset must be held at all
times by a Fund.

Alternatively a Fund may cover the exposure with sufficient
liquid assets where:

— the underlying assets consists of highly liquid fixed
income securities; and/or

— the Fund considers that the exposure can be adequately
covered without the need to hold the underlying assets,
the specific FDI are addressed in the risk management
process, which is described in paragraph 12 below, and
details are provided in the Prospectus.

Risk Management

12. () A Fund must employ a risk management process to
monitor, measure and manage the risks attached to
FDI positions.

(i) A Fund must provide the Central Bank with details of
its proposed risk management process vis-a-vis its FDI
activity. The initial filing is required to include
information in relation to:

— permitted types of FDI, including embedded
derivatives in transferable securities and money
market instruments;

— details of the underlying risks;

— relevant quantitative limits and how these will be
monitored and enforced; and

— methods for estimating risks.
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(ii) Material amendments to the initial filing must be
notified to the Central Bank in advance. The Central
Bank may object to the amendments notified to it and
amendments and/or associated activities objected to
by the Central Bank may not be made.

13. A Fund must submit a report to the Central Bank on its FDI
positions on an annual basis. The report, which must
contain information which reflects a true and fair view of
the types of FDI used by the Fund, the underlying risks, the
quantitative limits and the methods used to estimate those
risks, must be submitted with the annual report of the Trust.
A Trust must, at the request of the Central Bank, provide
this report at any time.

REPURCHASE AGREEMENTS, REVERSE REPURCHASE
AGREEMENTS AND STOCKLENDING AGREEMENTS

Repurchase agreements are transactions in which a Fund
purchases securities from a bank or recognised securities dealer
and simultaneously commits to resell the securities to the bank
or dealer at an agreed-upon date and price reflecting a market
rate of interest unrelated to the coupon rate of maturity of the
purchased securities. A reverse repurchase agreement involves
the sale of securities with an agreement to repurchase the
securities at an agreed upon price, date and interest payment.

A Fund may also lend securities to a counterparty approved by
the Adviser.

Reverse repurchase agreements are repurchase agreements in
which a Fund is the seller (rather than the buyer) of the
securities, and agrees to repurchase them at an agreed upon
time and price. A reverse repurchase agreement may be viewed
as a type of borrowing by the Fund. Reverse repurchase
agreements are subject to credit risks. In addition, reverse
repurchase agreements create leverage risks because the Funds
must repurchase the underlying security at a higher price,
regardless of the market value of the security at the time of
repurchase.

In return, the Fund receives cash or liquid securities from the
borrower as collateral. The borrower must furnish additional
collateral if the market value of the loaned securities increases.
Also, the borrower must pay the Fund the equivalent of any
dividends or interest received on the loaned securities.

The Fund will reinvest cash collateral in accordance with the
requirements of the Central Bank. However, the Fund must pay
interest to the borrower for the use of cash collateral.

Loans are subject to termination at the option of the Trust or the
borrower. The Trust will not have the right to vote on securities
while they are on loan, but it will terminate a loan in anticipation
of any important vote. The Trust may pay administrative and
custodial fees in connection with a loan and may pay a
negotiated portion of the interest earned on the cash collateral
to a stocklending agent or broker.

Stocklending activities are subject to interest rate risks and
credit risks. These transactions may create leverage risks.



A Fund may invest in repurchase agreements, reverse
repurchase agreements and stocklending agreements, subject
to the following conditions and limitations outlined by the
Central Bank from time to time:

®

Techniques and instruments which relate to transferable
securities or money market instruments and which are
used for the purpose of efficient portfolio management
shall be understood as a reference to techniques and
instruments which fulfil the following criteria:

(a) they are economically appropriate in that they are
realised in a cost-effective way;

(b) they are entered into for one or more of the following
specific aims:

(i) reduction of risk;
(i) reduction of cost; and/or

(iii) generation of additional capital or income for
the UCITS with a level of risk which is consistent
with the risk profile of the UCITS and the risk
diversification rules set out in Regulation 71 of the
UCITS Regulations;

(c) their risks are adequately captured by the risk
management process of the UCITS; and

(d) they cannot result in a change to the UCITS' declared
investment objective or add substantial supplementary
risks in comparison to the general risk policy as
described in its sales documents.

Financial derivative instruments used for efficient portfolio
management, in accordance with the paragraph below,
must also comply with the provisions of the UCITS Rules.

Repurchase/reverse repurchase agreements (“Repo
Contracts”) and stocklending may only be effected in
accordance with normal market practice.

All assets received by a Fund in the context of efficient portfolio
management techniques should be considered as collateral and
should comply with the criteria set down below.

Collateral must, at all times, meet with the following criteria:

®

(i)

Liquidity: Collateral received other than cash should be
highly liquid and traded on a regulated market or
multilateral trading facility with transparent pricing in order
that it can be sold quickly at a price that is close to pre-sale
valuation. Collateral received should also comply with the
provisions of Regulation 74 of the UCITS Regulations.

Valuation: Collateral that is received should be valued on
at least a daily basis and assets that exhibit high price
volatility should not be accepted as collateral unless
suitably conservative haircuts are in place.

(iii) Issuer credit quality: Collateral received should be of high

quality. The Fund shall ensure that:

(a) where the issuer was subject to a credit rating by an
agency registered and supervised by ESMA that rating shall
be taken into account by the Responsible Person in the
credit assessment process; and

(b) where an issuer is downgraded below the two highest
short-term credit ratings by the credit rating agency
referred to in sub-paragraph (a) this shall result in a new
credit assessment being conducted of the issuer by the
Fund without delay

(iv) Correlation: Collateral received should be issued by an
entity that is independent from the counterparty. There
should be a reasonable ground for the Fund to expect that
it would not display a high correlation with the performance
of the counterparty.

(v) Diversification (asset concentration):

(a) Subject to sub-paragraph (b) below, collateral should
be sufficiently diversified in terms of country, markets and
issuers with a maximum exposure to a given issuer of 20%
of the Fund’s Net Asset Value. When Funds are exposed to
different counterparties, the different baskets of collateral
should be aggregated to calculate the 20% limit of
exposure to a single issuer.

(b) It is intended that a Fund may be fully collateralised in
different transferable securities and money market
instruments issued or guaranteed by a Member State, one
or more of its local authorities, a third country, or a public
international body to which one or more Member States
belong. The Fund should receive securities from at least six
different issues, but securities from any single issue should
not account for more than 30% of the Fund’'s Net Asset
Value. The Member States, local authorities, third countries,
or public international bodies issuing or guaranteeing
securities which the Fund is able to accept as collateral for
more than 20% of its Net Asset Value shall be drawn from
the following list:

OECD countries (provided the relevant issues are
investment grade); Government of Brazil (provided the
issues are of investment-grade); Government of India
(provided the issues are of investment grade); Government
of Singapore; European Investment Bank; European Bank
for Reconstruction and Development; International Finance
Corporation; International Monetary Fund; Euratom; The
Asian Development Bank; European Central Bank; Council
of Europe; Eurofima; African Development Bank;
International Bank for Reconstruction and Development
(The World Bank); The Inter American Development Bank;
European Union; Federal National Mortgage Association
(Fannie Mae); Federal Home Loan Mortgage Corporation
(Freddie Mac); Government National Mortgage Association
(Ginnie Mae); Federal Home Loan Bank System; Federal
Farm Credit System; Tennessee Valley Authority; and
Export-lmport Bank of the United States whose issues are
backed by the full faith and credit of the U.S. government.

(vi) Immediately available: Collateral received should be
capable of being fully enforced by the Fund at any time
without reference to or approval from the counterparty.

Risks linked to the management of collateral, such as
operational and legal risks, should be identified, managed and
mitigated by the risk management process.

Collateral received on a title transfer basis should be held by the
Trustee. For other types of collateral arrangement, the collateral
can be held by a third party custodian which is subject to
prudential supervision, and which is unrelated and unconnected
to the provider of the collateral.

Non-cash collateral cannot be sold, pledged or re-invested.
Cash collateral may not be invested other than in the following:

(i) deposits with a credit institution referred to in Regulation 7
of the Central Bank Regulations;

(i) high-quality government bonds;



(i) reverse repurchase agreements provided the transactions
are with a credit institution referred to Regulation 7 of the
Central Bank Regulations and the Fund is able to recall at
any time the full amount of cash on an accrued basis;

(iv) short-term money market funds as defined in the ESMA
Guidelines on a Common Definition of European Money
Market Funds (ref CESR/10-049).

Invested cash collateral should be diversified in accordance with
the diversification requirement applicable to non-cash collateral.
Invested cash collateral may not be placed on deposit with the
counterparty or connected to the counterparty.

A Fund receiving collateral for at least 30% of its assets should
have an appropriate stress testing policy in place to ensure
regular stress tests are carried out under normal and
exceptional liquidity conditions to enable the Fund to assess the
liquidity risk attached to the collateral. The liquidity stress
testing policy should at least prescribe the following:

(a) design of stress test scenario analysis including calibration,
certification and sensitivity analysis;

(b) empirical approach to impact assessment, including back-
testing of liquidity risk estimates;

(c) reporting frequency and limit/loss tolerance threshold/s;
and

(d) mitigation actions to reduce loss including haircut policy
and gap risk protection.

A Fund should have in place a clear haircut policy adapted for
each class of assets received as collateral. When devising the
haircut policy, a Fund should take into account the
characteristics of the assets such as the credit standing or the
price volatility, as well as the outcome of the stress tests
performed in accordance with requirements of the Central Bank.
This policy should be documented and should justify each
decision to apply a specific haircut, or to refrain from applying
any haircut, to a certain class of assets.

Where a counterparty to a repurchase or a securities lending
agreement which has been entered into by a Fund: (a) was
subject to a credit rating by an agency registered and
supervised by ESMA that rating shall be taken into account by
the Responsible Person in the credit assessment process; and
(b) downgraded to A-2 or below (or comparable rating) by the
credit rating agency referred to in sub-paragraph (a) this shall
result in a new credit assessment being conducted of the
counterparty by the Fund without delay.

A Fund should ensure that it is able at any time to recall any
security that has been lent out or terminate any securities
lending agreement into which it has entered.

A Fund that enters into a reverse repo contract should ensure
that it is able at any time to recall the full amount of cash or to
terminate the reverse repo contract on either an accrued basis
or a mark-to-market basis. When the cash is recallable at any
time on a mark-to-market basis, the mark-to-market value of
the reverse repo contract should be used for the calculation of
the net asset value of the Fund.

A Fund that enters into a repo contract should ensure that
it is able at any time to recall any securities subject to the
repo contract or to terminate the repo contract into which it
has entered.
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Repo contracts, mortgage dollar roll, stock borrowing and
securities lending agreements do not constitute borrowing or
lending for the purposes of Regulation 103 and Regulation 111
respectively of the UCITS Regulations.

WHEN-ISSUED, DELAYED DELIVERY AND FORWARD
COMMITMENT SECURITIES

It is intended that the Funds may also purchase “when issued”,

“delayed delivery”, and “forward commitment” securities. These
securities are taken into account when calculating the limits set
out in the investment restrictions applicable to a Fund.

When the Funds undertake a purchase obligation, it immediately
assumes the risks of ownership, including the risk of price
fluctuation. Failure by the issuer to deliver a security purchased
on a when-issued, delayed delivery or forward commitment
basis may result in a loss or missed opportunity to make an
alternative investment.

AUTHORISED INVESTMENT TECHNIQUES AND
INSTRUMENTS FOR PROTECTION AGAINST
CURRENCY RISKS

The Funds may employ techniques and instruments intended to
provide protection against currency risks in the context of the
management of its assets and liabilities. In this regard, the
Funds may:

() utilise currency options;

(i) hedge exposure to one currency by entering into forward
currency transactions in a related currency because of the
institutional and expected future correlation between the
two currencies; and/or

(i) utilise option, interest rate swap and exchange rate swap
contracts transacted OTC derivative contracts subject to
additional requirements.

PERMITTED INVESTMENTS UNDER IRISH REGULATIONS
Investments of a UCITS are confined to:

1.1 Transferable securities and money market instruments
which are either admitted to official listing on a stock exchange
in a Member State or non-Member State or which are dealt on a
market which is regulated, operates regularly, is recognised and
open to the public in a Member State or non-Member State.

1.2 Recently issued transferable securities which will be
admitted to official listing on a stock exchange or other market
(as described above) within a year.

1.3 Money market instruments other than those dealt on a
regulated market.

1.4 Units of UCITS.

1.5 Units of Alternative Investment Funds.
1.6 Deposits with credit institutions.

1.7 Financial derivative instruments.

Please refer to the section below for a description of the specific
instruments in which the Funds may invest.



INVESTMENT LIMITATIONS

Each Fund may hold short-term transferable securities (such as
treasury bills, commercial paper, certificates of deposit and
bankers’ acceptances) that have a credit rating of Investment-
Grade by one or more Recognised Statistical Rating
Organisations, or, if unrated, determined to be of equivalent
rating by the Advisers.

The Funds’ investments will be limited to investments permitted
by the UCITS Regulations. If the investment limits referred to
below are exceeded for reasons beyond the control of the Trust
or as result of the exercise of subscription rights, the Trust shall
adopt as a priority objective for its sales transactions the
remedying of that situation, taking due account of the interests
of the Unitholders.

The Trust and each of the Funds may only invest in those
countries where the Trustee provides custodial services and only
to the extent that the Trustee has agreed to provide custodial
services whether itself, through sub- custodians or safe-keeping
agents.

Each Fund is also subject to the relevant investment policies as
stated in the Prospectus and, in the case of a conflict between
such policies and the UCITS Regulations, the more restrictive
limitation shall apply.

If the UCITS Regulations are altered during the life of the Trust,
the investment restrictions may be changed to take account of
any such alterations and Unitholders will be advised of such
changes in the next succeeding annual or semi-annual report of
the relevant Fund.

The Funds’ investments will be limited to the following:

1.1 A UCITS may invest no more than 10% of its Net Asset
Value in transferable securities and money market instruments
other than those referred to in paragraph 1 of the section
entitled “Permitted Investments under Irish Regulations.”

1.2 Recently Issued Transferable Securities

(i) Subject to sub-paragraph (ii) a responsible person shall not
invest any more than 10% of assets of the UCITS in securities of
the type to which Regulation 68(1)(d) of the UCITS Regulations

apply.

(i) Sub-paragraph (i) does not apply to an investment by a
responsible person in US Securities known as “Rule 144 A
securities” provided that;

(a) the relevant securities are issued with an undertaking to
register the securities with the SEC within one year of
issue; and

(b) the securities are not illiquid securities i.e. they may be
realised by the UCITS within 7 days at the price, or
approximately at the price, at which they are valued by
the UCITS.

1.3 A UCITS may invest no more than 10% of its Net Asset
Value in transferable securities or money market instruments
issued by the same body, provided that the total value of
transferable securities and money market instruments held

in the issuing bodies in each of which it invests more than 5%
is less than 40%. This limitation does not apply to deposits
and over the counter derivative transactions made with
financial institutions.
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1.4 The limit of 10% (in 1.3) is raised to 25% in the case of
bonds that are issued by a credit institution which has its
registered office in a Member State and is subject by law to
special public supervision designed to protect bond-holders. If a
UCITS invests more than 5% of its Net Asset Value in these
bonds issued by one issuer, the total value of these investments
may not exceed 80% of the NAV of the UCITS. Prior approval
of the Central Bank is required before this provision can
be availed of.

1.5 The limit of 10% (in 1.3) is raised to 35% if the transferable
securities or money market instruments are issued or
guaranteed by a Member State or its local authorities or by a
non-Member State or public international body of which one or
more Member States are members.

1.6 The transferable securities and money market instruments
referred to in 1.4. and 1.5 shall not be taken into account for the
purpose of applying the limit of 40% referred to in 1.3.

1.7 A UCITS may not invest more than 20% of its Net Asset
Value in deposits made with the same credit institution.

Deposits with any one credit institution, other than credit
institutions authorised in the EEA or credit institutions
authorised within a signatory state (other than an EEA Member
State) to the Basle Capital Convergence Agreement of July 1988
and credit institutions authorised in Jersey, Guernsey, the Isle of
Man, Australia or New Zealand, held as ancillary liquidity, must
not exceed 10% of net assets.

This limit may be raised to 20% in the case of deposits made
with the Trustee.

1.8 The risk exposure of a UCITS to a counterparty to an OTC
Derivative may not exceed 5% of its Net Asset Value.

This limit is raised to 10% in the case of credit institutions
authorised in the EEA; credit institutions authorised within a
signatory state (other than an EEA Member State) to the Basle
Capital Convergence Agreement of July 1988; and credit
institutions authorised in Jersey, Guernsey, the Isle of Man,
Australia or New Zealand.

1.9 Notwithstanding paragraphs 1.3, 1.7 and 1.8 above, a
combination of two or more of the following issued by, or made
or undertaken with, the same body may not exceed 20% of its
Net Asset Value:

— investments in transferable securities or money
market instruments;

— deposits; and/or
— risk exposures arising from OTC Derivatives transactions.

1.10 The limits referred to in 1.3, 1.4, 1.5, 1.7, 1.8 and 1.9 above
may not be combined, so that exposure to a single body shall
not exceed 35% of net assets.

1.11  Group companies are regarded as a single issuer for the
purposes of 1.3, 1.4, 1.5, 1.7, 1.8 and 1.9. However, a limit of 20%
of its Net Asset Value may be applied to investment in
transferable securities and money market instruments within the
same group.

1.12 A UCITS may invest up to 100% of its Net Asset Value in
different transferable securities and money market instruments
issued or guaranteed by any Member State, its local authorities,
non-Member States or public international body of which one or
more Member States are members.



The individual issuers must be listed in the prospectus and may
be drawn from the following list: OECD Governments (provided
the relevant issues are Investment-Grade), European Investment
Bank, European Bank for Reconstruction and Development,
International Finance Corporation, International Monetary Fund,
Euratom, The Asian Development Bank, European Central Bank,
Council of Europe, Eurofima, African Development Bank,
International Bank for Reconstruction and Development (The
World Bank), The Inter American Development Bank, European
Union, Federal National Mortgage Association (Fannie Mae),
Federal Home Loan Mortgage Corporation (Freddie Mac),
Government National Mortgage Association (Ginnie Mae),
Federal Home Loan Bank System, Federal Farm Credit System,
Tennessee Valley Authority, Export-Import Bank of the United
States whose issues are backed by the full faith and credit of
the U.S. government.

The UCITS must hold securities from at least 6 different
issues, with securities from any one issue not exceeding 30%
of net assets.

2 Investment in Collective Investment Schemes (“CIS™)

2.1 A UCITS may invest in CIS of the open-ended type if the
CIS are within the meaning of Regulation 3(2) of the UCITS
Regulations and are prohibited from investing more than 10 %
of its Net Asset Value in other CIS. A UCITS may not invest more
than 20% of net assets in any one CIS.

2.2 Investment in non-UCITS may not, in aggregate, exceed
30% of Net Asset Value.

2.3 When a UCITS invests in the units of other CIS that are
managed, directly or by delegation, by the UCITS’ management
company or by any other company with which the UCITS’
management company is linked by common management or
control, or by a substantial direct or indirect holding, that
management company or other company may not charge
subscription, conversion or redemption fees on account of the
UCITS' investment in the units of such other CIS.

2.4 Where by virtue of investment in the units of another
investment fund, a Responsible Person, an investment manager
or an investment advisor receives a commission on behalf of the
UCITS (including a rebated commission), the Responsible
Person shall ensure that the relevant commission is paid into the
property of the UCITS.

3 General Provisions

3.1 An investment company, Irish collective asset-management
vehicle (“ICAV") or management company acting in connection
with all of the CIS it manages, may not acquire any shares
carrying voting rights which would enable it to exercise
significant influence over the management of an issuing body.

3.2 A UCITS may acquire no more than:

() 10% of the non-voting shares of any single
issuing body;

(i) 10% of the debt securities of any single issuing body;
(i) 25% of the units of any single CIS; or

(iv) 10% of the money market instruments of any single
issuing body.

NOTE: The limits laid down in (i), (iii) and (iv) above may
be disregarded at the time of acquisition if at that time the
gross amount of the debt securities or of the money market
instruments, or the net amount of the securities in issue
cannot be calculated.
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3.3 3.1 and 3.2 shall not be applicable to:

() transferable securities and money market
instruments issued or guaranteed by a Member
State or its local authorities;

(i) transferable securities and money market instruments
issued or guaranteed by a non-Member State;

(ii) transferable securities and money market instruments
issued by public international bodies of which one or
more Member States are members;

(iv) shares held by a UCITS in the capital of a company
incorporated in a non-Member State which invests its
assets mainly in the securities of issuing bodies having
their registered offices in that State, where under the
legislation of that State such a holding represents the
only way in which the UCITS can invest in the
securities of issuing bodies of that State. This waiver is
applicable only if in its investment policies the
company from the non-Member State complies with
the limits laid down in 1.3 to 1.11, 2.1, 2.2, 3.1, 3.2, 3.4,
3.5 and 3.6, and provided that where these limits are
exceeded, paragraphs 3.5 and 3.6 below are observed;
and

(v) shares held by an investment company or investment
companies or ICAV or ICAVs in the capital of
subsidiary companies carrying on only the business of
management, advice or marketing in the country
where the subsidiary is located, in regard to the
repurchase of units at unit-holders’ request exclusively
on their behalf.

3.4 UCITS need not comply with the investment restrictions
herein when exercising subscription rights attaching to
transferable securities or money market instruments which form
part of their assets.

3.5 The Central Bank may allow recently authorised UCITS to
derogate from the provisions of 1.3 to 1.12, 2.1 and 2.2 for six
months following the date of their authorisation, provided they
observe the principle of risk spreading.

3.6 If the limits laid down herein are exceeded for reasons
beyond the control of a UCITS, or as a result of the exercise of
subscription rights, the UCITS must adopt as a priority objective
for its sales transactions the remedying of that situation, taking
due account of the interests of its unitholders.

3.7 Neither an investment company, ICAV nor a management
company or a trustee acting on behalf of a unit trust or a
management company of a common contractual fund, may
carry out uncovered sales of:

transferable securities;

money market instruments;

units of investment funds; or

— financial derivative instruments.
3.8 A UCITS may hold ancillary liquid assets.
4 Financial Derivative Instruments

4.1 The UCITS global exposure relating to FDI must not exceed
its total NAV.



4.2 Position exposure to the underlying assets of FDI, including
embedded FDI in transferable securities or money market
instruments, when combined where relevant with positions
resulting from direct investments, may not exceed the
investment limits set out in the Central Bank Regulations/UCITS
Rules. (This provision does not apply in the case of index based
FDI provided the underlying index is one which meets with the
criteria set out in the UCITS Rules.)

4.3 UCITS may invest in FDIs dealt in OTC, provided that:

— The counterparties to OTCs are institutions subject to
prudential supervision and belonging to categories
approved by the Central Bank.

4.4 Investments in FDIs are subject to the conditions and limits
laid down by the Central Bank.

WHAT ARE THE SPECIFIC RISKS OF
INVESTING IN THE FUNDS?

There can be no assurance that the investment objectives of any
Fund will be achieved and investment results may vary
substantially over time. Investment in any Fund is not intended
to be a complete investment programme for any investor.
Prospective investors should carefully consider whether an
investment in Units is suitable for them in the light of their
circumstances and financial resources.

RISKS OF INVESTING IN NONINVESTMENT-GRADE
SECURITIES

The corporate debt obligations in which the Funds invest are at
the time of purchase usually not in the three highest rating
categories of a Recognised Statistical Rating Organisation (AAA,
AA, or A for Standard & Poor’s and Aaa, Aa or A for Moody's
Investors Service) but are in the lower rating categories or are
unrated but are of comparable quality and have speculative
characteristics or are speculative. There is no minimum
acceptable rating for a security to be purchased or held in the
portfolio, and the Funds may, from time to time, purchase or
hold securities rated in the lowest rating category.

Lower-rated securities (BBB or lower for Standard & Poor's and
Baa or lower for Moody's Investors Service) will usually offer
higher yields than higher-rated securities. However, there is
more risk associated with these investments. This is because of
reduced creditworthiness and increased risk of default. Lower-
rated securities generally tend to reflect short-term corporate
and market developments to a greater extent than higher-rated
securities which react primarily to fluctuations in the general
level of interest rates. Short-term corporate and market
developments affecting the price or liquidity of lower-rated
securities could include adverse news affecting major issuers,
underwriters, or dealers of lower-rated corporate debt
obligations. In addition, since there are fewer investors in lower-
rated securities, it may be harder to sell the securities at an
optimum time.

As a result of these factors, lower-rated securities tend to have
more price volatility and carry more risk to principal and income
than higher-rated securities.
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An economic downturn may adversely affect the value of some
lower-rated bonds. Such a downturn may especially affect
highly leveraged companies or companies in cyclically sensitive
industries, where deterioration in a company’s cash flow may
impair its ability to meet its obligation to pay principal and
interest to bondholders in a timely fashion. From time to time, as
a result of changing conditions, issuers of lower-rated bonds
may seek or may be required to restructure the terms and
conditions of the securities they have issued. As a result of
these restructurings, holders of lower-rated securities may
receive less principal and interest than they had bargained for at
the time such bonds were purchased. In the event of a
restructuring, a Fund may bear additional legal or administrative
expenses in order to maximise recovery from an issuer.

The secondary trading market for lower-rated bonds is generally
less liquid than the secondary trading market for higher-rated
bonds. Adverse publicity and the perception of investors relating
to issuers, underwriters, dealers or underlying business
conditions, whether or not warranted by fundamental analysis,
may also affect the price or liquidity of lower-rated bonds. On
occasion, therefore, it may become difficult to price or dispose
of a particular security in the portfolio.

Many corporate debt obligations, including many lower-rated
bonds, permit the issuers to call the security and thereby
redeem their obligations earlier than the stated maturity dates.
Issuers are more likely to call bonds during periods of declining
interest rates. In these cases, if a Fund owns a bond which is
called, the Fund will receive its return of principal earlier than
expected and would likely be required to reinvest the proceeds
at lower interest rates, thus reducing income to the Fund.

Such risk applies to Euro-Kurzlaufer, Euro-Renten, Inter-Renten,
ProBasis and ProFutur.

A description of the rating categories is contained in the
Appendix entitled “Investment Ratings.”

RISK OF INVESTMENT IN WARRANTS

ProBasis, ProFutur, Europa-Aktien, and Inter-Aktien are each
permitted to invest in warrants. Because of this, an investment in
these Funds should not constitute a substantial portion of an
investment portfolio and may not be appropriate for all investors.

HEDGING AND CURRENCY RISKS

The Funds may make significant investments in securities
denominated in currencies other than the euro. Therefore, the
exchange rate between the euro and such other currencies will
have a significant impact on the value of the Funds’ investments.

The Funds may seek to minimise the exposure to currency
fluctuation risks by the use of hedging and other techniques
and instruments but it may not be possible or practicable to
hedge against the consequent currency risk exposure. Up to
100% of the NAV of a class may be hedged.

Performance may be strongly influenced by the movement in
foreign exchange rates because currency positions held by the
Funds may not correspond with the securities positions held.



EUROZONE RELATED RISKS

A number of countries in the European Union (“EU”) have
experienced, and may continue to experience, severe economic
and financial difficulties. Additional EU member countries may
also fall subject to such difficulties. These events could
negatively affect the value and liquidity of a Fund’s investments
in euro-denominated securities and derivatives contracts,
securities of issuers located in the EU or with significant
exposure to EU issuers or countries. If the euro is dissolved
entirely, the legal and contractual consequences for holders of
euro-denominated obligations and derivative contracts would be
determined by laws in effect at such time. Such investments
may continue to be held, or purchased, to the extent consistent
with a Fund’s investment objective and permitted under
applicable law. These potential developments, or market
perceptions concerning these and related issues, could
adversely affect the value of the Units.

Certain countries in the EU have had to accept assistance from
supra-governmental agencies such as the International
Monetary Fund and the recently-created European Financial
Service Facility. The European Central Bank has also been
intervening to purchase Eurozone debt in an attempt to stabilise
markets and reduce borrowing costs. There can be no
assurance that these agencies will continue to intervene or
provide further assistance and markets may react adversely to
any expected reduction in the financial support provided by
these agencies. Responses to the financial problems by
European governments, central banks and others including
austerity measures and reforms, may not work, may result in
social unrest and may limit future growth and economic
recovery or have other unintended consequences.

In addition, one or more countries may abandon the euro
and/or withdraw from the EU. The impact of these actions,
especially if they occur in a disorderly fashion, could be
significant and far-reaching. In June 2016, the United Kingdom
(“U.K.™) approved a referendum to leave the EU, commonly
referred to as “Brexit,” which sparked depreciation in the value
of the British pound, short-term declines in global stock markets
and heightened risk of continued worldwide economic volatility.
As a result of Brexit, there is considerable uncertainty as to the
arrangements that will apply to the U.K''s relationship with the
EU and other countries leading up to, and following, its
withdrawal. This long-term uncertainty may affect other
countries in the EU and elsewhere. Further, the U.K.'s departure
from the EU may cause volatility within the EU, triggering
prolonged economic downturns in certain European countries
or sparking additional member states to contemplate departing
the EU. In addition, Brexit can create actual or perceived
additional economic stresses for the U.K,, including potential for
decreased trade, capital outflows, devaluation of the British
pound, wider corporate bond spreads due to uncertainty, and
possible declines in business and consumer spending as well as
foreign direct investment.

LEVERAGE RISKS

Leverage risk is created when an investment exposes a Fund to
a level of risk that exceeds the amount invested. Changes in the
value of such an investment magnify a Fund’s risk of loss and
potential for gain.

Investments can have these same results if their returns
are based on a multiple of a specified index, security, or
other benchmark.
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POLITICAL RISKS

The performance of a Fund may be affected by changes in
economic and market conditions, uncertainties such as political
developments, changes in government policies, the imposition
of restrictions on the transfer of capital, and changes in legal,
regulatory and tax requirements.

CREDIT RISKS

Credit risk is the possibility that an issuer will default on a
security by failing to pay interest or principal when due. Non-
Investment-Grade securities generally have a higher default risk
than Investment-Grade securities. If an issuer defaults, the
Funds will lose money.

Many debt securities receive credit ratings from services such
as Standard & Poor’s and Moody’s Investor Services, Inc. These
services assign ratings to securities by assessing the likelihood
of an issuer and/or guarantor default. Higher credit ratings
correspond to lower perceived credit risk and lower credit
ratings correspond to higher perceived credit risk. Credit ratings
may be upgraded or downgraded from time to time as a
Recognised Statistical Rating Organisation's assessment of the
financial condition of a party obligated to make payments with
respect to such securities and credit risk changes. The impact of
any credit rating downgrade can be uncertain. Credit rating
downgrades may lead to increased interest rates and volatility in
financial markets, which in turn could negatively affect the value
of a Fund’s portfolio holdings, its share price and its investment
performance. Credit ratings are not a guarantee of quality.
Credit ratings may lag behind the current financial conditions of
the issuer and/or guarantor and do not provide assurance
against default or other loss of money. Credit ratings do not
protect against a decline in the value of a security. If a security
has not received a rating, a Fund must rely entirely upon the
Advisers’ credit assessment.

Debt securities generally compensate for greater credit risk by
paying interest at a higher rate. The difference between the yield
of a security and the yield of a U.S. Treasury security with a
comparable maturity (the spread) measures the additional
interest paid for risk. Spreads may increase generally in
response to adverse economic or market conditions. A security’s
spread may also increase if the security’s rating is lowered, or
the security is perceived to have an increased credit risk. An
increase in the spread will cause the price of the security to
decline if interest rates remain unchanged.

Credit risk includes the possibility that a party to a transaction
involving a Fund will fail to meet its obligations. This could cause
the Fund to lose the benefit of the transaction or prevent the
Fund from selling or buying other securities to implement its
investment strategy.

INTEREST RATE RISKS

Prices of debt securities rise and fall in response to changes in
the interest rate paid by similar securities. Generally, when
interest rates rise, prices of debt securities fall. However, market
factors, such as the demand for particular debt securities, may
cause the price of certain debt securities to fall while the prices
of other securities rise or remain unchanged.

The longer the duration or maturity of a fixed-income security,
the more susceptible it is to interest rate risk. Recent and
potential future changes in monetary policy made by central
banks and/or their governments are likely to affect the level of
interest rates.



Duration measures the price sensitivity of a fixed-income
security to changes in interest rates.

The impact of interest rate changes on the value of floating rate
investments is typically reduced by periodic interest rate resets.
Variable and floating rate loans and securities generally are less
sensitive to interest rate changes, but may decline in value if
their interest rates do not rise as much or as quickly as interest
rates in general. Conversely, variable and floating rate loans
and securities generally will not increase in value as much as
fixed rate debt instruments if interest rates decline.

Certain of the Fund’s investments may also be valued, in part, by
reference to the relative relationship between interest rates on
tax-exempt securities and taxable securities, respectively. When
the market for tax-exempt securities underperforms (or
outperforms) the market for taxable securities, the value of
these investments may be negatively affected (or positively
affected).

MORTGAGE-BACKED SECURITIES RISK

Mortgage-backed securities have unique risks. A rise in interest
rates may cause the value of mortgage-backed securities held
by a Fund to decline. The mortgage loans underlying mortgage-
backed securities generally are subject to a greater rate of
principal prepayments in a declining interest rate environment
and to a lesser rate of principal prepayments in an increasing
interest rate environment. If the underlying mortgages are paid
off sooner than expected, a Fund may have to reinvest this
money in mortgage-backed or other securities that have lower
yields. Hybrid ARMs also involve special risks. Like ARMs,
hybrid ARMs have periodic and lifetime limitations on the
increases that can be made to the interest rates that mortgagors
pay. Therefore, if during a floating rate period, interest rates rise
above the interest rate limits of the hybrid ARM, a Fund will not
benefit from further increases in interest rates. See “Prepayment
and Call Risks” and “Interest Rate Risks.” CMOs with complex or
highly variable prepayment terms generally entail greater
market, prepayment and liquidity risks than other mortgage-
backed securities. For example, their prices are more volatile
and their trading market may be more limited.

Mortgage-backed securities are subject to the risk that
payments made on a security will not be made when due.
Payments on mortgage-backed securities are primarily derived
from the interest and principal payments of the underlying
mortgages. Some mortgage-backed securities also have
guarantees or other structural features that provide additional
support for interest and principal payments on the mortgage-
backed securities if payments on the underlying mortgages are
not made. Mortgage-backed securities are subject to the risk
that the underlying mortgage borrowers fail to make timely
payments of interest and principal and that any guarantee or
other structural feature, if present, is insufficient to enable the
timely payment of interest and principal on the mortgage-
backed securities. Some mortgage-backed securities may also
require the repayment of more senior mortgage-backed
securities secured by the same underlying mortgages.
Mortgage-backed securities are most commonly issued or
guaranteed by U.S. government-sponsored enterprises (“GSEs”),
but also may be issued or guaranteed by private entities, which
generally entail greater risk. Certain mortgage-backed securities
issued by GSEs are not backed by the full faith and credit of the
U.S. government, but are, however, supported through U.S.
federal subsidies, loans or other benefits. A Fund also may
invest in certain mortgage-backed securities issued by GSEs
that have no explicit financial support, but that are regarded as
having implied support because the U.S. federal government
sponsors their activities. See “Credit Risks.”
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PREPAYMENT AND CALL RISKS

Unlike traditional debt securities, which pay a fixed rate of
interest until maturity (when the entire principal amount is due)
payments on mortgage backed securities include both interest
and a partial payment of principal. Partial payment of principal
may be comprised of scheduled principal payments as well as
unscheduled payments from the voluntary prepayment,
refinancing, or foreclosure of the underlying loans. These
unscheduled prepayments of principal create risks that can
adversely affect a Fund holding mortgage-backed or asset-
backed securities.

For example, when interest rates decline, the values of mortgage
backed securities generally rise. However, when interest rates
decline, unscheduled prepayments can be expected to
accelerate, and the Funds would be required to reinvest the
proceeds of the prepayments at the lower interest rates then
available. Unscheduled prepayments would also limit the
potential for capital appreciation on mortgage-backed
securities.

Conversely, when interest rates rise, the values of mortgage
backed securities generally fall. Since rising interest rates
typically result in decreased prepayments, this could lengthen
the average lives of mortgage backed securities, and cause their
value to decline more than traditional debt securities.

Generally, mortgage backed securities compensate for the
increased risk associated with prepayments by paying a higher
yield. The additional interest paid for risk is measured by the
difference between the yield of a mortgage backed security and
the yield of a U.S. Treasury security with a comparable maturity
(the spread). An increase in the spread will cause the price of
the mortgage backed security to decline. Spreads generally
increase in response to adverse economic or market conditions.
Spreads may also increase if the security is perceived to have an
increased prepayment risk or is perceived to have less market
demand.

Call risk is the possibility that an issuer may redeem a debt
security before maturity (a call) at a price below its current
market price. An increase in the likelihood of a call may reduce
the security’s price.

If a debt security is called, the Funds may have to reinvest the
proceeds in other debt securities with lower interest rates,
higher credit risks, or other less favourable characteristics.

LIQUIDITY RISKS

Pursuant to the UCITS Regulations, “liquidity risk”, in relation to
a UCITS, means the risk that positions in the UCITS portfolio
cannot be sold, liquidated or closed at limited cost in an
adequately short time frame and that the ability of the UCITS to
comply at any time with Regulation 104(1) of the UCITS
Regulations, i.e., the ability for a shareholder to redeem his/her
shares on request, is thereby compromised.

Trading opportunities are more limited for debt securities that
have not received any credit ratings, have received ratings
below Investment-Grade or are not widely held.



Trading opportunities are more limited for CMOs that have
complex terms or that are not widely held. These features may
make it more difficult to sell or buy a security at a favourable
price or time. Consequently, a Fund may have to accept a lower
price to sell a security, sell other securities to raise cash or give
up an investment opportunity, any of which could have a
negative effect on the Fund’s performance. Infrequent trading of
securities may also lead to an increase in their price volatility.
Non-Investment-Grade securities generally have less liquidity
than Investment-Grade securities.

Liquidity risk also refers to the possibility that a Fund may not be
able to sell a security or close out an FDI when it wants to. If this
happens, the Funds will be required to continue to hold the
security or keep the position open, and the Fund could incur
losses.

OTC derivative contracts generally carry greater liquidity risk
than exchange-traded contracts. This risk may be increased in
times of financial stress, if the trading market for OTC derivative
contracts becomes restricted.

Investors should note that there is a risk that the tools available
to mitigate the impact of liquidity constraints on a Fund may be
ineffective to manage liquidity risk.

RISKS ASSOCIATED WITH COMPLEX CMOS

CMOs with complex or highly variable prepayment terms, such
as companion classes, 10s, POs, Inverse Floaters and residuals,
generally entail greater market, prepayment and liquidity risks
than other mortgage-backed securities. For example, their
prices are more volatile and their trading market may be

more limited.

TAXATION AND WITHHOLDING

Investors’ attention is drawn to the taxation risks associated with
investing in the Trust. See section headed “Taxation.” The
income and gains of each Fund from its portfolio securities,
investments and assets may suffer withholding tax, which may
not be reclaimable in the countries where such income and
gain arise.

ACCOUNTING, AUDITING, AND FINANCIAL REPORTING
STANDARDS RISKS

Investors’ attention is drawn to the fact that accounting and
financial reporting standards, practices, and disclosure
requirements applicable to some of the countries in the markets
of which each Fund may invest do not necessarily provide for
the same degree of unitholder protection and information to
investors as would generally apply in more developed markets.

RISKS OF INVESTING IN ADRS AND U.S.-TRADED
SECURITIES OF NON-U.S. ISSUERS

Because certain Funds may invest in ADRs and other U.S.-
traded securities of non-U.S. companies, a Fund’s Unit price
may be more affected by non-U.S. economic and political
conditions, taxation policies and accounting and auditing
standards than would otherwise be the case. Non-U.S.
companies may not provide information as frequently or to as
great an extent as companies in the United States. Non-U.S.
companies may also receive less coverage than U.S. companies
by market analysts and the financial press. In addition, non-U.S.
companies may lack uniform accounting, auditing and financial
reporting standards or regulatory requirements comparable to
those applicable to U.S. companies. These factors may prevent a
Funds and its Adviser from obtaining information concerning
non-U.S. companies that is as frequent, extensive and reliable as
the information concerning companies in the United States.
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VALUATION RISKS

The Manager may consult the Advisers with respect to the
valuation of unlisted investments. There is an inherent conflict of
interest between the involvement of the Manager and the
Advisers in determining the valuation price of the Funds’
investments and the Advisers’ other responsibilities.

RISKS OF INVESTING IN THE SECURITIES OF EMERGING
MARKET COUNTRIES

The Funds may invest in securities of companies domiciled in or
conducting their principal business activities in emerging
market countries. The Funds may invest a portion of their assets
in securities of issuers located in Russia. Investing in the equity
and debt markets of emerging market countries involves
exposure to economic structures that are generally less diverse
and mature, and to political systems that can be expected to
have less stability than those of developed countries. Historical
experience indicates that the markets of emerging market
countries have been more volatile than the markets of the more
mature economies of developed countries; however, such
markets often have provided higher rates of return to investors.
Investing in emerging markets poses certain risks, some of
which are set out below.

Economic and Political Factors

Investments in securities of issuers located in emerging market
countries involve special considerations and risks, including the
risks associated with high rates of inflation and interest with
respect to the various economies, the limited liquidity and
relatively small market capitalisation of the securities markets in
emerging market countries, relatively higher price volatility, large
amounts of external de