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Baillie Gifford Funds – Statement of Additional Information
Background on the Trust and the Fund
This Statement of Additional Information (“SAI”) relates to the Baillie Gifford Multi Asset Fund (the “Fund”) only. The Fund is a series
of shares of beneﬁcial interest of Baillie Gifford Funds (the “Trust”). The Trust is registered with the Securities and Exchange
Commission (“SEC”) as an open-end management investment company. The Trust was organized as a Massachusetts business trust
on June 21, 2000.
The Fund is “diversiﬁed” within the meaning of the Investment Company Act of 1940, as amended (the “1940 Act”). The Fund
commenced operations on December 4, 2018, and its initial ﬁscal year ended on April 30, 2019.
On November 25, 2019, the name of the Fund changed from The Multi Asset Fund to Baillie Gifford Multi Asset Fund.
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Fund Investments
This section sets out investment policies for the Fund, which
apply in addition to the investment strategies summarized in the
Prospectus under “Principal Investment Strategies” and “Selected
Investment Techniques and Topics.” The investment policies of
the Fund set forth in the Prospectus and in this SAI may be
changed by the Trust’s Board of Trustees (the “Board”) without
shareholder approval except that any policy explicitly identiﬁed as
“fundamental” may not be changed without the approval of the
holders of a majority of the outstanding shares of the Fund
(which means the lesser of (i) 67% of the shares of the Fund
represented at a meeting at which 50% of the outstanding
shares are represented or (ii) more than 50% of the outstanding
shares).
Non-Fundamental Investment Policies
The Fund’s investment objective and policies set forth in the
Prospectus are non-fundamental policies of the Fund. In
addition, the following non-fundamental policy set forth in the
Prospectus is subject to change only upon sixty days’ prior notice
to shareholders:
—

The Fund will not invest more than 15% of the value of net
assets of the Fund in illiquid securities.

Fundamental Investment Policies
The following are fundamental policies of the Fund: The Fund
may:
1.

Act as underwriter of securities to the extent consistent with
applicable law, regulation or order from time to time.

2.

Borrow money to the extent consistent with applicable law,
regulation or order from time to time.

3.

Purchase, sell, or hold real estate or interests in real estate
to the extent consistent with applicable law, regulation or
order from time to time.

4.

Invest in commodities to the extent consistent with applicable
law, regulation or order from time to time.

5.

Make loans to others to the extent consistent with applicable
law, regulation or order from time to time.

6.

Not purchase any securities which would cause more than
25% of the value of the Fund’s total assets at the time of
purchase to be invested in the securities of issuers
conducting their principal business activities in the same
industry; provided that there shall be no limit on the
purchase of U.S. government securities, including securities
issued by any agency or instrumentality of the U.S.
government, and related repurchase agreements.

7.

Issue senior securities to the extent consistent with
applicable law, regulation or order from time to time.

In determining whether a transaction is permitted by applicable
law, regulation, or order, the Fund currently construes
fundamental policies (2) and (7) above not to prohibit any
transaction that is permitted under Section 18 of the 1940 Act
and the rules thereunder, as interpreted or modiﬁed, or as may
otherwise be permitted by regulators having jurisdiction from time
to time. The Trust understands that the staff of the SEC deems
certain transactions that the Fund may enter into to involve the

issuance of a senior security unless certain cash, U.S.
government securities or other high grade debt instruments are
deposited in a segregated account or are otherwise covered.
Such transactions include: short sales, reverse repurchase
agreements, forward contracts, futures contracts and options
thereon, options on securities and currencies, dollar rolls, and
swaps, caps, ﬂoors and collars. Under the 1940 Act, a “senior
security” does not include any promissory note or evidence of
indebtedness when such loan is for temporary purposes only and
in an amount not exceeding 5% of the value of the total assets of
the issuer at the time the loan is made. A loan is presumed to be
for temporary purposes if it is repaid within sixty days and is not
extended or renewed. Provisions of the 1940 Act permit the Fund
to borrow from a bank, provided that the Fund maintains
continuous asset coverage (that is, total assets including
borrowings, less liabilities exclusive of borrowings) of 300% of
the amount borrowed, with exceptions for borrowings not in
excess of 5% of the Fund’s total assets made for temporary
administrative purposes.
For purposes of fundamental policy (4) above, all swap
agreements and other derivative instruments that were not
classiﬁed as commodity interests or commodity contracts prior to
July 21, 2010 are not deemed to be commodities or commodity
contracts.
Temporary Defensive Positions
The Fund may invest a portion of its assets in cash or cash
equivalents, including money market funds or short-term
commercial paper, to facilitate daily portfolio operations, and to
take temporary defensive positions—for instance, by allocating
substantial assets to cash, commercial paper, or other less
volatile instruments—in response to adverse or unusual market,
economic, political, or other conditions, or otherwise to further the
Fund’s investment objective. In taking temporary defensive
positions, the Fund may succeed in avoiding losses but may
otherwise fail to achieve its investment objective.
Borrowings
The Trust, on behalf of the Fund and other funds advised by
Baillie Gifford Overseas Limited (the “Manager” and each such
fund a “Participating Fund,” and together, the “Participating
Funds”), has entered into a revolving credit facility agreement
(the “Credit Agreement”) with The Bank of New York Mellon
(“BNYM”) whereby the Participating Funds may borrow for the
temporary funding of shareholder redemptions or for other
temporary or emergency purposes.
The Credit Agreement permits the Participating Funds to borrow
up to an aggregate commitment amount of $50 million at any
time outstanding, subject to asset coverage and other limitations
as speciﬁed in the Credit Agreement.
Borrowing results in interest expense and other fees and
expenses that may impact the Fund’s expenses, including any
net expense ratios. The costs of borrowing may reduce the total
returns for the Fund. The Credit Agreement also imposes an
ongoing commitment fee on undrawn amounts under the credit
facility, which is paid by the Participating Funds and is allocated
to each Participating Fund and each share class within each
Participating Fund, pro rata, based on such Participating Fund’s
average net asset value.
3

Baillie Gifford Funds – Statement of Additional Information
Other Investment Companies
The Fund may invest in securities of other investment companies
or unit investment trust investment companies, including
exchange-traded funds, to the extent that such investments are
consistent with the Fund’s investment objective and policies and
permissible under the 1940 Act and related rules and any
exemptive relief from or interpretations of the SEC. To the extent
the Fund relies on Section 12(d)(1)(G) of the 1940 Act to invest
without limit in shares of another series of the Trust (each, an
“Underlying Fund”), such Underlying Fund may not acquire
securities of other registered open-end investment companies or
registered unit investment trusts in reliance on
Section 12(d)(1)(F) or Section 12(d)(1)(G) of the 1940 Act. The
SEC has proposed Rule 12d1-4 under the 1940 Act. Subject to
certain conditions, proposed Rule 12d1-4 would provide an
exemption to permit acquiring funds to invest in the securities of
other registered investment companies in excess of the limits of
Section 12(d)(1).
Risks
The principal risks of investing in the Fund are summarized in the
Prospectus under the Fund Summary, and are discussed in more
detail under “Principal Investment Risks.”
The discussion below is meant to supplement these sections of
the Prospectus by addressing certain non-principal risks, and
providing additional detail regarding certain of the principal risks.
Accelerated Transactions
For the Fund to take advantage of certain available investment
opportunities, the Manager may need to make investment
decisions on an expedited basis. In such cases, the information
available to the Manager at the time of an investment decision
may be limited. The Manager may not, therefore, have access to
the detailed information necessary for a full analysis and
evaluation of the investment opportunity.
Asset Segregation and Coverage
The Fund may be required to earmark or otherwise segregate
liquid assets in respect of its obligations under derivatives
transactions that involve contractual obligations to pay in the
future, or the Fund may engage in other measures to “cover” its
obligations with respect to such transactions. The amounts that
are earmarked or otherwise segregated may be based on the
notional value of the derivative or on the daily mark-to-market
obligation under the derivatives contract and may be reduced by
amounts on deposit with the applicable broker or counterparty to
the derivatives transaction. In certain circumstances, the Fund
may enter into an offsetting position rather than earmarking or
segregating liquid assets. The Fund may modify its asset
segregation and coverage policies from time to time. Although
earmarking or segregating may in certain cases have the effect
of limiting the Fund’s ability to engage in derivatives transactions,
the extent of any such limitation will depend on a variety of
factors, including the method by which the Fund determines the
nature and amount of assets to be earmarked or segregated.
Cleared Derivatives Transactions
Under recently adopted rules and regulations, transactions in
some types of swaps are required to be centrally cleared. In a
cleared derivatives transaction, the Fund’s counterparty to the
transaction is a central derivatives clearing organization, or

clearing house, rather than a bank or broker. Because the Fund is
not a member of a clearing house, and only members of a
clearing house can participate directly in the clearing house, the
Fund holds cleared derivatives through accounts at clearing
members. In cleared derivatives transactions, the Fund will make
payments (including margin payments) to and receive payments
from a clearing house through its accounts at clearing members.
Clearing members guarantee performance of their clients’
obligations to the clearing house. Centrally cleared derivative
arrangements may be less favorable to the Fund than bilateral
(non-cleared) arrangements. For example, the Fund may be
required to provide greater amounts of margin for cleared
derivatives transactions than for bilateral derivatives transactions.
Also, in contrast to bilateral derivatives transactions, in some
cases following a period of notice to the Fund, a clearing
member generally can require termination of existing cleared
derivatives transactions at any time or an increase in margin
requirements above the margin that the clearing member
required at the beginning of a transaction. Clearing houses also
have broad rights to increase margin requirements for existing
transactions or to terminate transactions at any time. The Fund is
subject to risk if it enters into a derivatives transaction that is
required to be cleared (or which the Manager expects to be
cleared), and no clearing member is willing or able to clear the
transaction on the Fund’s behalf. In that case, the transaction
might have to be terminated, and the Fund could lose some or all
of the beneﬁt of the transaction, including loss of an increase in
the value of the transaction and loss of hedging protection. In
addition, the documentation governing the relationship between
the Fund and clearing members is drafted by the clearing
members and generally is less favorable to the Fund than typical
bilateral derivatives documentation. For example, documentation
relating to cleared derivatives generally includes a one-way
indemnity by the Fund in favor of the clearing member for losses
the clearing member incurs as the Fund’s clearing member. Also,
such documentation typically does not provide the Fund any
remedies if the clearing member defaults or becomes insolvent.
Counterparty risk with respect to derivatives has been and will
continue to be affected by new rules and regulations relating to
the derivatives market. With respect to a centrally cleared
transaction, a party is subject to the credit risk of the clearing
house and the clearing member through which it holds its cleared
position. Credit risk of market participants with respect to
centrally cleared derivatives is concentrated in a few clearing
houses, and it is not clear how an insolvency proceeding of a
clearing house would be conducted and what impact an
insolvency of a clearing house would have on the ﬁnancial
system. A clearing member is obligated by contract and
regulation to segregate all funds received from customers with
respect to cleared derivatives positions from the clearing
member’s proprietary assets. However, all funds and other
property received by a clearing member from its customers with
respect to cleared derivatives are generally held by the clearing
member on a commingled basis in an omnibus account (which
can be invested in instruments permitted under the regulations).
Therefore, the Fund might not be fully protected in the event of
the bankruptcy of the Fund’s clearing member because the Fund
would be limited to recovering only a pro rata share of the funds
held by the clearing member on behalf of customers, with a
claim against the clearing member for any deﬁciency. Also, the
clearing member is required to transfer to the clearing house the
4
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amount of margin required by the clearing house for cleared
derivatives, which amount is generally held in an omnibus
account at the clearing house for all customers of the clearing
member. Regulations promulgated by the U.S. Commodity
Futures Trading Commission (“CFTC”) require that the clearing
member notify the clearing house of the initial margin provided by
the clearing member to the clearing house that is attributable to
each customer. However, if the clearing member does not
accurately report the Fund’s initial margin, the Fund is subject to
the risk that a clearing house will use the assets attributable to it
in the clearing house’s omnibus account to satisfy payment
obligations a defaulting customer of the clearing member has to
the clearing house. In addition, clearing members generally
provide the clearing house the net amount of variation margin
required for cleared swaps for all of its customers, rather than
individually for each customer. The Fund is therefore subject to
the risk that a clearing house will not make variation margin
payments owed to the Fund if another customer of the clearing
member has suffered a loss and is in default, and the risk that the
Fund will be required to provide additional variation margin to the
clearing house before the clearing house will move the Fund’s
cleared derivatives positions to another clearing member. In
addition, if a clearing member does not comply with the
applicable regulations or its agreement with the Fund, or in the
event of fraud or misappropriation of customer assets by a
clearing member, the Fund could have only an unsecured creditor
claim in an insolvency of the clearing member with respect to the
margin held by the clearing member.
Commodities
There are several additional risks associated with transactions in
commodity futures contracts, swaps on commodity futures
contracts, commodity forward contracts and other commodities
instruments. In the commodity instruments markets, producers of
the underlying commodity may decide to hedge the price risk of
selling the commodity by selling commodity instruments today to
lock in the price of the commodity at delivery tomorrow. In order
to induce speculators to purchase the other side of the same
commodity instrument, the commodity producer generally must
sell the commodity instrument at a lower price than the expected
future spot price. Conversely, if most hedgers in the commodity
instruments market are purchasing commodity instruments to
hedge against a rise in prices, then speculators will only sell the
other side of the commodity instrument at a higher future price
than the expected future spot price of the commodity. The
changing nature of the hedgers and speculators in the
commodity markets will inﬂuence whether futures prices are
above or below the expected future spot price, which can have
signiﬁcant implications for the Fund. If the nature of hedgers and
speculators in commodity instruments markets has shifted when
it is time for the Fund to reinvest the proceeds of a maturing
contract in a new commodity instrument, the Fund might reinvest
at a higher or lower future price, or choose to pursue other
investments. The commodities which underlie commodity
instruments may be subject to additional economic and noneconomic variables, such as drought, ﬂoods, weather, livestock
disease, pandemics, embargoes, tariffs, and international
economic, political and regulatory developments. These factors
may have a larger impact on commodity prices and commoditylinked instruments than on traditional securities. Certain
commodities are also subject to limited pricing ﬂexibility because
of supply and demand factors. Others are subject to broad price

ﬂuctuations as a result of the volatility of the prices for certain
raw materials and the instability of supplies of other materials.
These additional variables may create additional investment risks
which subject the Fund’s investments to greater volatility than
other investments. Also, unlike the ﬁnancial instruments markets,
in the commodity instruments markets there are costs of physical
storage associated with purchasing the underlying commodity.
The price of the commodity instruments contract will reﬂect the
storage costs of purchasing the physical commodity, including
the time value of money invested in the physical commodity. To
the extent that the storage costs for an underlying commodity
change while the Fund is invested in instruments on that
commodity, the value of the commodity instrument may change
proportionately.
Commodity-Linked Investments
The value of commodity-linked derivative securities held by the
Fund may be affected by a variety of factors, including, but not
limited to, overall market movements and other factors affecting
the value of particular industries or commodities, such as
weather, disease, embargoes, acts of war or terrorism, or political
and regulatory developments.
The prices of commodity-linked derivative securities may move in
different directions than investments in traditional equity and debt
securities when the value of those traditional securities is
declining due to adverse economic conditions. As an example,
during periods of rising inﬂation, debt securities have historically
tended to decline in value due to the general increase in
prevailing interest rates. Conversely, during those same periods
of rising inﬂation, the prices of certain commodities, such as oil
and metals, have historically tended to increase. Of course, there
cannot be any guarantee that these investments will perform in
that manner in the future, and at certain times the price
movements of commodity-linked instruments have been parallel
to those of debt and equity securities. Commodities have
historically tended to increase and decrease in value during
different parts of the business cycle than ﬁnancial assets.
Nevertheless, at various times, commodities prices may move in
tandem with the prices of ﬁnancial assets and thus may not
provide overall portfolio diversiﬁcation beneﬁts. Under favorable
economic conditions, the Fund’s investments may be expected to
underperform an investment in traditional securities. Over the
long term, the returns on the Fund’s investments are expected to
exhibit low or negative correlation with stocks and bonds.
Because commodity-linked investments are available from a
relatively small number of issuers, the Fund’s investments will be
particularly subject to counterparty risk, which is the risk that the
issuer of the commodity-linked derivative (which issuer may also
serve as counterparty to a substantial number of the Fund’s
commodity-linked and other derivative investments) will not fulﬁll
its contractual obligations.
Convertible Securities
The price of a convertible security will normally vary in some
proportion to changes in the price of the underlying equity
security because convertible securities may be converted at
either a stated price or a stated rate into underlying shares of
common stock. However, the value of a convertible security may
not increase or decrease as rapidly as the underlying common
stock. A convertible security may be called for redemption or
conversion by the issuer after a particular date and under certain
5
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circumstances (including a speciﬁed price) established upon
issue. If a convertible security held by the Fund is called for
redemption or conversion, the Fund could be required to tender it
for redemption, convert it into the underlying common stock or
sell it to a third party. A convertible security will normally also
provide income and is subject to interest rate risk. Convertible
securities may be lower-rated or high-yield securities subject to
greater levels of credit risk, and may also be less liquid than nonconvertible debt securities. While convertible securities generally
offer lower interest or dividend yields than non-convertible ﬁxed
income securities of similar quality, their value tends to increase
as the market value of the underlying stock increases and to
decrease when the value of the underlying stock decreases.
However, a convertible security’s market value tends to reﬂect the
market price of the common stock of the issuing company when
that stock price approaches or is greater than the convertible
security’s “conversion price.” The conversion price is deﬁned
as the predetermined price at which the convertible security
could be exchanged for the associated stock. As the market price
of the underlying common stock declines, the price of the
convertible security tends to be inﬂuenced more by the yield of
the convertible security. Thus, it may not decline in price to the
same extent as the underlying common stock. Depending upon
the relationship of the conversion price to the market value of the
underlying security, a convertible security may trade more like an
equity security than a debt instrument. Also, the Fund may be
forced to convert a security before it would otherwise choose,
which may decrease the Fund’s return.
Contingent Convertible Securities
Contingent convertible securities (“CoCos”) have no stated
maturity, have fully discretionary coupons and are typically issued
in the form of subordinated debt instruments. CoCos generally
either convert into equity or have their principal written down
upon the occurrence of certain triggering events (“triggers”)
linked to regulatory capital thresholds or regulatory actions
relating to the issuer’s continued viability. As a result, an
investment by the Fund in CoCos is subject to the risk that
coupon (i.e., interest) payments may be cancelled by the issuer
or a regulatory authority in order to help the issuer absorb losses.
An investment by the Fund in CoCos is also subject to the risk
that, in the event of the liquidation, dissolution or winding-up of
an issuer prior to a trigger event, the Fund’s rights and claims will
generally rank junior to the claims of holders of the issuer’s other
debt obligations. In addition, if CoCos held by the Fund are
converted into the issuer’s underlying equity securities following a
trigger event, the Fund’s holding may be further subordinated
due to the conversion from a debt to equity instrument. Further,
the value of an investment in CoCos is unpredictable and will be
inﬂuenced by many factors and risks, including interest rate risk,
credit risk, market risk and liquidity risk. An investment by the
Fund in CoCos may result in losses to the Fund.
Derivatives
The Fund’s use of derivative instruments involves risks different
from, or greater than, the risks associated with investing directly
in securities and other more traditional investments, and the use
of certain derivatives may subject the Fund to the potential for
unlimited loss.

Management Risk
Derivative products are highly specialized instruments that
require investment techniques and risk analyses different from
those associated with stocks and bonds. The use of a derivative
requires an understanding not only of the underlying instrument
but also of the derivative itself, without the beneﬁt of observing
the performance of the derivative under all possible market
conditions.
Credit and Counterparty Risk
The use of a derivative instrument involves the risk that a loss
may be sustained as a result of the failure of another party to the
contract (usually referred to as a “counterparty”) to make
required payments or otherwise comply with the contract’s terms.
To the extent the Fund has signiﬁcant exposure to a single or
small group of counterparties, this risk will be particularly
pronounced.
Liquidity Risk
Liquidity risk exists when a particular derivative instrument is
difficult to purchase or sell. If a derivative transaction is
particularly large or if the relevant market is illiquid (as is the
case with many privately negotiated derivatives), it may not be
possible to initiate a transaction or liquidate a position at an
advantageous time or price.
Leverage Risk
Because many derivatives have a leverage component, adverse
changes in the value or level of the underlying asset, reference
rate or index can result in a loss substantially greater than the
amount invested in the derivative itself. Certain derivatives have
the potential for unlimited loss, regardless of the size of the initial
investment. When the Fund uses derivatives for leverage,
investments in the Fund will tend to be more volatile, resulting in
larger gains or losses in response to market changes. Other
recent U.S. and non U.S. legislative and regulatory reforms,
including those related to the Dodd-Frank Wall Street Reform and
Consumer Protection Act and the 1940 Act restrictions with
respect to “senior securities,” have resulted in, and may in the
future result in, new regulation of derivative instruments and the
Fund’s use of such instruments. New regulations could, among
other things, restrict the Fund’s ability to engage in derivative
transactions (for example, by making certain types of derivative
instruments or transactions no longer available to the Fund),
establish new margin requirements and/or increase the costs of
derivatives transactions, and the Fund may as a result be unable
to execute its investment strategies in a manner its Manager
might otherwise choose. The SEC has proposed a new rule
related to certain aspects of derivatives use. As of the date for
this SAI, whether, when and in what form this proposed rule will
be adopted and its potential effects on the Fund are unclear. To
limit leverage risk, the Fund will segregate assets determined to
be liquid by the Manager in accordance with the Fund’s liquidity
risk management program (or, as permitted by applicable law,
enter into certain offsetting positions) to cover its obligations
under derivative instruments. In accordance with the 1940 Act
restrictions on “senior securities” and SEC staff interpretations
on potential leverage through derivatives, the Fund that engages
in derivatives trading routinely segregates liquid assets and/or
“covers” its derivatives positions. While one purpose of
segregation and coverage is to mitigate the downside risks of
leverage, these practices do not eliminate such risks and cannot
6
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prevent the Fund from incurring losses (including signiﬁcant
reductions in net asset value) as a result of investing in
derivatives.
Lack of Availability
Because the markets for certain derivative instruments (including
markets located in non-U.S. countries) are relatively new and still
developing, suitable derivatives transactions may not be available
in all circumstances for risk management or other purposes.
Upon the expiration of a particular contract, a portfolio manager
of the Fund may wish to retain the Fund’s position in the
derivative instrument by entering into a similar contract, but may
be unable to do so if the counterparty to the original contract is
unwilling to enter into the new contract and no other suitable
counterparty can be found. There is no assurance that the Fund
will engage in derivatives transactions at any time or from time to
time. The Fund’s ability to use derivatives may also be limited by
certain regulatory and tax considerations.
Market and Other Risks
Like most other investments, derivative instruments are subject to
the risk that the market value of the instrument will change in a
way detrimental to the Fund’s interest. If the Manager incorrectly
forecasts the values of securities, currencies or interest rates or
other economic factors in using derivatives for the Fund, the
Fund might have been in a better position if it had not entered
into the transaction at all. While some strategies involving
derivative instruments can reduce the risk of loss, they can also
reduce the opportunity for gain or result in losses by offsetting
favorable price movements in other Fund investments. The Fund
may also have to buy or sell a security at a disadvantageous time
or price because the Fund is legally required to maintain
offsetting positions or asset coverage in connection with certain
derivatives transactions.
Other risks in using derivatives include the risk of mispricing or
improper valuation of derivatives. Many derivatives, in particular
privately negotiated derivatives, are complex and often valued
subjectively. Improper valuations can result in increased cash
payment requirements to counterparties or a loss of value to the
Fund. Also, the value of derivatives may not correlate perfectly, or
at all, with the value of the assets, reference rates or indexes
they are designed to closely track. There are signiﬁcant
differences between the securities and derivatives markets that
could result in an imperfect correlation between these markets,
causing a given transaction not to achieve the intended result. In
addition, the Fund’s use of derivatives may affect the amount,
timing or character of distributions payable to, and thus taxes
payable by, shareholders. Derivative instruments are also subject
to the risk of ambiguous documentation. A decision as to
whether, when and how to use derivatives involves the exercise
of skill and judgment, and even a well-conceived transaction may
be unsuccessful to some degree because of market behavior or
unexpected events. In addition, derivatives strategies that are
successful under certain market conditions may be less
successful or unsuccessful under other market conditions.
Risks Associated with Derivatives Regulation
The U.S. government has enacted legislation that provides for the
regulation of the derivatives market, including clearing, margin,
reporting, and registration requirements. The European Union
and some other countries have implemented similar

requirements, which will affect the Fund when it enters into a
derivatives transaction with a counterparty organized in that
country or otherwise subject to that country’s derivatives
regulations. Clearing rules and new rules and regulations could,
among other things, restrict the Fund’s ability to engage in, or
increase the cost to the Fund of, derivatives transactions, for
example, by making some types of derivatives no longer
available to the Fund, increasing margin or capital requirements,
or otherwise limiting liquidity or increasing transaction costs.
While the rules and regulations and central clearing of some
derivatives transactions are designed to reduce systemic risk
(i.e., the risk that the interdependence of large derivatives
dealers could cause them to suffer liquidity, solvency or other
challenges simultaneously), there is no assurance that they will
achieve that result, and, as noted above, central clearing and
related requirements expose the Fund to new kinds of costs and
risks.
For example, in the event of a counterparty’s (or its affiliate’s)
insolvency, the Fund’s ability to exercise remedies, such as the
termination of transactions, netting of obligations and realization
on collateral, could be stayed or eliminated under the special
resolution regimes adopted in the United States, the European
Union and various other jurisdictions. Such regimes provide
government authorities with broad authority to intervene when a
ﬁnancial institution is experiencing ﬁnancial difficulty. In particular,
with respect to counterparties who are subject to such
proceedings in the European Union, the liabilities of such
counterparties to the Fund could be reduced, eliminated, or
converted to equity in such counterparties (sometimes referred to
as a “bail in”).
Additionally, United States regulators, the European Union and
certain other jurisdictions have adopted minimum margin and
capital requirements for uncleared derivatives transactions. It is
expected that these regulations will have a material impact on the
Fund’s use of uncleared derivatives. These rules impose
minimum margin requirements on derivatives transactions
between the Fund and its counterparties and may increase the
amount of margin the Fund is required to provide. They impose
regulatory requirements on the timing of transferring margin and
the types of collateral that parties are permitted to exchange.
These and other regulations are evolving and subject to change,
so their potential impact on the Fund and the ﬁnancial system
may vary over time.
Contractual Risks
Among other trading agreements, the Fund is also party to
International Swaps and Derivatives Association, Inc. Master
Agreements (“ISDA Agreements”) with select counterparties
that generally govern over-the-counter (“OTC”) derivative
transactions entered into by the Fund. The ISDA Agreements
typically include representations and warranties as well as
contractual terms related to collateral, events of default,
termination events, and other provisions. Termination events
include the decline in the net assets of the Fund below a certain
level over a speciﬁed period of time and entitle a counterparty to
elect to terminate early with respect to some or all the
transactions under the ISDA Agreement with that counterparty.
Depending on the relative size of the Fund’s derivatives
positions, such an election by one or more of the counterparties
could have a material adverse impact on the Fund’s operations.
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Options Risks
The Fund may write a call or put option only if the option is
“covered” as such term is used in the context of Section 18 of
the 1940 Act. In the case of a call option on a security, a call
option is covered for these purposes if the Fund segregates
assets determined to be liquid by the Manager in accordance
with procedures approved by the Board in an amount equal to the
contract value of the position (minus any collateral deposited with
a broker-dealer), on a mark-to-market basis. The option is also
covered if the Fund owns the security underlying the call or has
an absolute and immediate right to acquire that security without
additional cash consideration (or, if additional cash consideration
is required, cash or other assets determined to be liquid by the
Manager in accordance with procedures approved by the Board
in such amount are segregated) upon conversion or exchange of
other securities held by the Fund. For a call option on an index,
the option is covered if the Fund segregates assets determined
to be liquid by the Manager in accordance with procedures
approved by the Board in an amount equal to the contract value
of the index. A call option is also covered if the Fund holds a call
on the same index or security as the call written where the
exercise price of the call held is (i) equal to or less than the
exercise price of the call written, or (ii) greater than the exercise
price of the call written, provided the difference is segregated by
the Fund in assets determined to be liquid by the Manager in
accordance with procedures approved by the Board. A put option
on a security or an index is “covered” if the Fund segregates
assets determined to be liquid by the Manager in accordance
with procedures approved by the Board equal to the exercise
price. A put option is also covered if the Fund holds a put on the
same security or index as the put written where the exercise price
of the put held is (i) equal to or greater than the exercise price of
the put written, or (ii) less than the exercise price of the put
written, provided the difference is segregated by the Fund in
assets determined to be liquid by the Manager in accordance
with procedures approved by the Board.
If an option written by the Fund expires unexercised, the Fund
realizes a capital gain equal to the premium received at the time
the option was written. If an option purchased by the Fund
expires unexercised, the Fund realizes a capital loss equal to the
premium paid. Prior to the earlier of exercise or expiration, an
option may be closed out by an offsetting purchase or sale of an
option of the same series (type, exchange, underlying security or
index, exercise price, and expiration). In addition, the Fund may
sell put or call options it has previously purchased, which could
result in a net gain or loss depending on whether the amount
realized on the sale is more or less than the premium and other
transaction costs paid on the put or call option that is sold. There
can be no assurance, however, that a closing purchase or sale
transaction can be effected when the Fund desires.
The Fund will realize a capital gain from a closing purchase
transaction if the cost of the closing option is less than the
premium received from writing the option, or, if it is more, the
Fund will realize a capital loss. If the premium received from a
closing sale transaction is more than the premium paid to
purchase the option, the Fund will realize a capital gain or, if it is
less, the Fund will realize a capital loss. See “Tax” below. The
principal factors affecting the market value of a put or a call
option include supply and demand, interest rates, the current
market price of the underlying security or index in relation to the

exercise price of the option, the volatility of the underlying
security or index, and the time remaining until the expiration date.
The premium paid for a put or call option purchased by the Fund
is an asset of the Fund. The premium received for an option
written by the Fund is recorded as a deferred credit. The value of
an option purchased or written is marked to market daily and is
valued in accordance with the Trust’s valuation policies and
procedures.
The Fund may write straddles (covered or uncovered) consisting
of a combination of a call and a put written on the same
underlying security. A straddle will be covered when sufficient
assets are deposited to meet the Fund’s immediate obligations.
The Fund may use the same liquid assets to cover both the call
and put options where the exercise price of the call and put are
the same, or the exercise price of the call is higher than that of
the put. In such cases, the Fund will also segregate liquid assets
equivalent to the amount, if any, by which the put is “in the
money.”
OTC Options Risks
The Fund may be required to treat as illiquid OTC options
purchased and securities being used to cover certain written OTC
options, and it will treat the amount by which such formula price
exceeds the intrinsic value of the option (i.e., the amount, if any,
by which the market price of the underlying security exceeds the
exercise price of the option) as an illiquid investment. The Fund
may also purchase and write so-called dealer options.
Participants in OTC options markets typically are not subject to
the same level of credit evaluation and regulatory oversight as
are members of exchange-based markets and therefore OTC
derivatives generally expose the Fund to greater counterparty
risk than exchange-traded derivatives.
Futures Contracts and Options on Futures Contracts Risks
The Fund will ordinarily be able to close open positions on the
futures exchange on which futures are then traded at any time up
to and including the expiration day. The Fund will be required to
segregate initial margin in the name of the futures broker upon
entering into a future. Variation margin will be paid to and
received from the broker on a daily basis as the contracts are
marked to market. For example, when the Fund has purchased a
future and the price of the relevant underlier has risen, that
position will have increased in value and the Fund will receive
from the broker a variation margin payment equal to that increase
in value. Conversely, when the Fund has purchased a future and
the price of the relevant reference asset has declined, the
position would be less valuable and the Fund would be required
to make a variation margin payment to the broker.
The Fund may close open positions on the futures exchanges on
which futures are traded at any time up to and including the
expiration day. All positions that remain open at the close of the
last business day of the contract’s life are required to settle on
the next business day (based upon the value of the relevant
index on the expiration day), with settlement made with the
appropriate clearing house. Additional or different margin
requirements as well as settlement procedures may be applicable
to foreign stock futures at the time the Fund purchases such
instruments. Positions in futures may be closed out by the Fund
only on the futures exchanges upon which the futures are then
traded.
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When a purchase or sale of a futures contract is made by the
Fund, the Fund is required to deposit with its futures commission
merchant an amount of margin set by the exchange on which the
contract is traded (“initial margin”). The required amount of
initial margin may be modiﬁed by the exchange or the futures
commission merchant during the term of the contract. Margin
requirements on foreign exchanges may be different than U.S.
exchanges. The initial margin is in the nature of a performance
bond or good faith deposit on the futures contract, which is
returned to the Fund upon termination of the contract, assuming
all contractual obligations have been satisﬁed. The Fund would
ordinarily earn interest income on initial margin deposits. Each
day the Fund pays or receives cash, called “variation margin,”
equal to the daily change in value of the futures contract. This
process is known as “marking to market.” Variation margin
does not represent a borrowing or loan by the Fund but is instead
a settlement between the Fund and the exchange of the amount
one would owe the other if the futures contract expired. In
computing daily net asset value, the Fund will mark to market its
open futures positions.
The Fund is also required to deposit and maintain margin with
respect to put and call options on futures contracts written by it.
Such margin deposits will vary depending on the nature of the
underlying futures contract (and the related initial margin
requirements), the current market value of the option, and other
futures positions held by the Fund.
Although some futures contracts call for making or taking delivery
of the underlying securities, generally these obligations are
closed out prior to delivery by offsetting purchases or sales of
matching futures contracts (i.e., with the same exchange,
underlying security or index, and delivery month). If an offsetting
purchase price is less than the original sale price, the Fund
realizes a capital gain, or if it is more, the Fund realizes a capital
loss. Conversely, if an offsetting sale price is more than the
original purchase price, the Fund realizes a capital gain, or if it is
less, the Fund realizes a capital loss. Any transaction costs must
also be included in these calculations.
Swaps Risk
The Fund, as the purchaser in a swap, bears the risk that the
investment might expire worthless. It also would be subject to
counterparty risk—the risk that the counterparty may fail to
satisfy its payment obligations to the Fund in the event of a
default (or similar event). In addition, as a purchaser in a credit
default swap, the Fund’s investment would only generate income
in the event of an actual default (or similar event) by the issuer of
the underlying obligation.
As the seller in a credit default swap, the Fund effectively adds
economic leverage to its portfolio because, in addition to its total
net assets, the Fund is subject to investment exposure on the
notional amount of the swap. If no event of default (or similar
event) occurs, the Fund would keep the premium payments
received from the counterparty and generally would have no
payment obligations, with the exception of an initial payment
made on the credit default swap or any margin requirements with
the credit default swap counterparty. For credit default swap
agreements, trigger events for payment under the agreement
vary by the type of underlying investment (e.g., corporate and
sovereign debt and asset-backed securities) and by jurisdiction
(e.g., United States, Europe and Asia).

In connection with credit default swaps in which the Fund is the
seller, the Fund will typically segregate or “earmark” cash or
liquid assets, or enter into certain offsetting positions, with a
value at least equal to the full notional amount of the swap
(minus any amounts owed to the Fund).
If the Fund enters into a credit default swap agreement, the Fund
will write insurance protection on the full notional amount of the
agreement.
Whether the Fund’s use of swap agreements or swaptions will be
successful in furthering its investment objectives will depend on
the Manager’s ability to predict correctly whether certain types of
investments are likely to produce greater returns than other
investments. Swaps are highly specialized instruments that
require investment techniques, risk analyses, and tax planning
different from those associated with traditional investments. The
use of a swap requires an understanding not only of the
referenced asset, reference rate, or index but also of the swap
itself, without the beneﬁt of observing the performance of the
swap under all possible market conditions. Like most other
investments, swap agreements are subject to the risk that the
market value of the instrument will change in a way detrimental
to the Fund’s interest. The Fund bears the risk that the Manager
will not accurately forecast future market trends or the values of
assets, reference rates, indexes, or other economic factors in
establishing swap positions for the Fund.
Because swaps are two-party contracts that may be subject to
contractual restrictions on transferability and termination and
because, they may have terms of greater than seven days, swap
agreements may be considered to be illiquid. If a swap is not
liquid, it may not be possible to initiate a transaction or liquidate a
position at an advantageous time or price, which may result in
signiﬁcant losses.
Moreover, the Fund bears the risk of loss of the amount expected
to be received under a swap agreement in the event of the
default or bankruptcy of a swap agreement counterparty. When a
counterparty’s obligations are not fully secured by collateral, then
the Fund is essentially an unsecured creditor of the counterparty.
If the counterparty defaults, the Fund will have contractual
remedies, but there is no assurance that a counterparty will be
able to meet its obligations pursuant to such contracts or that, in
the event of default, the Fund will succeed in enforcing
contractual remedies. Counterparty risk still exists even if a
counterparty’s obligations are secured by collateral because the
Fund’s interest in collateral may not be perfected or additional
collateral may not be promptly posted as required. Counterparty
risk also may be more pronounced if a counterparty’s obligations
exceed the amount of collateral held by the Fund (if any), the
Fund is unable to exercise its interest in collateral upon default by
the counterparty, or the termination value of the instrument
varies signiﬁcantly from the marked-to-market value of the
instrument.
Emerging Markets Risk
Investments in emerging market countries pose additional risks
when compared to investments in more developed markets.
Those risks include:
Less Developed Economies Risk
The securities markets of emerging market countries are
generally smaller, less developed, less liquid, and more volatile
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than the securities markets of the U.S. and other developed
foreign countries, and disclosure and regulatory standards in
many respects are less stringent.
The economies of individual countries may differ favorably or
unfavorably and signiﬁcantly from the U.S. economy in such
respects as growth of gross domestic product (“GDP”) or gross
national product, rate of inﬂation, currency depreciation, capital
reinvestment, resource self-sufficiency, structural unemployment
and balance of payments position.
The domestic economies of emerging market countries are
generally not as diversiﬁed as those of the U.S. and certain
Western European countries. A signiﬁcant portion of many of
such countries’ national GDPs are represented by one
commodity, such as oil, or groups of commodities. World
ﬂuctuations in the prices of certain commodities, such as the
price of oil, may signiﬁcantly affect the economy involved.
Many emerging market countries have experienced substantial,
and in some periods extremely high, rates of inﬂation for many
years. Inﬂation and rapid ﬂuctuations in inﬂation rates have had
and may continue to have negative effects on such countries’
economies and securities markets.
Emerging market economies may also be dependent on
international aid or development assistance, may be highly
vulnerable to changes in local or global trade conditions, and may
suffer from extreme and volatile debt burdens or inﬂation rates.
Governmental & Political Risk
In addition, the securities markets of emerging market countries
may be subject to a lower level of monitoring and regulation.
Government enforcement of existing securities regulations may
be limited, and any such enforcements are typically arbitrary and
the results may be difficult to predict. In addition, reporting
requirements of emerging market countries with respect to the
ownership of securities are more likely to be subject to
interpretation or changes without prior notice to investors than
more developed countries.
In many cases, governments of emerging market countries
continue to exercise signiﬁcant control over their economies, and
government actions relative to the economy, as well as economic
developments generally, may affect the capacity of creditors in
those countries to make payments on their debt obligations,
regardless of their ﬁnancial condition. Local securities markets
may trade a small number of securities and may be unable to
respond effectively to increases in trading volume, potentially
making prompt liquidation of substantial holdings difficult or
impossible at times. Consequently, securities of issuers located
in countries with emerging markets may have limited
marketability and may be subject to more abrupt or erratic price
movements. In addition, investor sentiment toward companies in
otherwise unrelated markets may be inﬂuenced by adverse
events in other foreign markets. Also, such local markets typically
offer less regulatory protections for investors.
Political change or instability, including the risks of war or
terrorism, may adversely affect the economies and securities
markets of such countries. Expropriation, nationalization or other
conﬁscation due to political change could result in the Fund’s loss
of its entire investment in the country involved. The possibility or
reality of nationalization, expropriation or conﬁscatory taxation,

currency blockage, political changes, government regulation,
widespread corruption, political or social instability or diplomatic
developments could affect adversely the economies of countries
and the value of the Fund’s investments in those countries.
Liquidity Risk
Lack of liquidity and efficiency and/or government-imposed
quotas in certain of the stock markets or foreign exchange
markets in certain emerging market countries may mean that
from time to time the Manager may experience more difficulty in
purchasing or selling holdings of securities than it would in a
more developed market. Restrictions on day trading, manual
trading, block trading and/or off-exchange trading may mean that
the Fund’s investment options will be limited.
The ﬁnancial markets in emerging market countries are also
undergoing rapid growth and changes. This may lead to
increased trading and pricing volatility, suspension risk and
difficulties in settlement of securities.
Custody Risk
The custodial systems in countries with emerging markets may
also not be fully developed.
There may be limited regulatory oversight of certain foreign subcustodians that hold foreign securities subject to the supervision
of the Fund’s primary US-based custodian, BNYM. The Fund
may be limited in its ability to recover assets if a foreign subcustodian becomes bankrupt or otherwise unable or unwilling to
return assets of the Fund, which may expose the Fund to risk,
especially in circumstances where the Fund’s primary custodian
may not be contractually obligated to make the Fund whole for
the particular loss.
Investments in emerging markets may also carry risks associated
with failed or delayed settlement of market transactions and with
the registration and custody of securities. Prevailing custody and
trade settlement practices (e.g., the requirement to pay for
securities prior to receipt) may expose the Fund to credit and
other risks. Similarly, the reliability of trading and settlement
systems in some emerging markets may not be equal to that
available in more developed markets which may result in
problems in realizing investments.
Currency Risk
Emerging market countries periodically experience increases in
market volatility and declines in foreign currency exchange rates.
Currency ﬂuctuations affect the value of securities because the
prices of these securities are generally denominated or quoted in
currencies other than the U.S. dollar. Fluctuations in currency
exchange rates can also affect a country’s or company’s ability to
service its debt.
Special Risks of Investing in Asian Securities
In addition to the risks of foreign investments and emerging
market countries investments described above, investments in
Asia are subject to other risks.
The economies of Asian countries are at varying levels of
development. Markets of countries whose economies are in the
early stages of development may exhibit a high concentration of
market capitalization and have less trading volume, lower liquidity,
and more volatility than more developed markets. Some Asian
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countries depend heavily on foreign trade. The economies of
some Asian countries are not diversiﬁed and are based on only a
few commodities or industries.
Investments in Asia also are susceptible to social, political, legal,
and operational risks. Some countries have authoritarian or
relatively unstable governments. Some governments in the region
provide less supervision and regulation of their ﬁnancial markets
and in some countries less ﬁnancial information is available than
is typical of more developed markets. Some Asian countries
restrict direct foreign investment in securities markets, and
investments in securities traded on those markets may be made,
if at all, only indirectly (e.g., through Depositary Receipts, as
deﬁned below in the Investment Glossary).
Asian countries periodically experience increases in market
volatility and declines in foreign currency exchange rates.
Currency ﬂuctuations affect the value of securities because the
prices of these securities are generally denominated or quoted in
currencies other than the U.S. dollar. Fluctuations in currency
exchange rates can also affect a country’s or company’s ability to
service its debt.
The political and economic prospects of one Asian country or
group of Asian countries can affect other countries in the region.
For example, the economies of some Asian countries are directly
affected by Japanese capital investment in the region and by
Japanese consumer demands. In addition, a recession, a debt
crisis, or a decline in currency valuation in one Asian country
may spread to other Asian countries.
Special Risk Considerations of Investing in China
Investing in securities of Chinese issuers, including by investing
in A Shares, involves certain risks and considerations not
typically associated with investing in securities of U.S. issuers,
including, among others, (i) more frequent (and potentially
widespread) trading suspensions and government interventions
with respect to Chinese issuers, resulting in a lack of liquidity and
in price volatility, (ii) currency revaluations and other currency
exchange rate ﬂuctuations or blockage, (iii) the nature and extent
of intervention by the Chinese government in the Chinese
securities markets, whether such intervention will continue and
the impact of such intervention or its discontinuation, (iv) the risk
of nationalization or expropriation of assets, (v) the risk that the
Chinese government may decide not to continue to support
economic reform programs, (vi) limitations on the use of brokers,
(vii) potentially higher rates of inﬂation, (viii) the unreliability of
some economic data, (ix) the relatively small size and absence of
operating history of many Chinese companies, (x) accounting,
auditing and ﬁnancial reporting standards in China are different
from U.S. standards and, therefore, disclosure of certain material
information may not be available, (xi) greater political, economic,
social, legal and tax-related uncertainty, (xii) higher market
volatility caused by any potential regional territorial conﬂicts or
natural disasters, (xiii) higher dependence on exports and
international trade, (xiv) the risk of increased trade tariffs,
embargoes and other trade limitations, (xv) restrictions on foreign
ownership, and (xvi) custody risks associated with investing
through a RQFII or other programs to access Chinese securities.
Signiﬁcant portions of the Chinese securities markets may
become rapidly illiquid, as Chinese issuers have the ability to
suspend the trading of their equity securities, and have shown a
willingness to exercise that option in response to market volatility

and other events. The liquidity of Chinese securities may shrink
or disappear suddenly and without warning as a result of adverse
economic, market or political events, or adverse investor
perceptions, whether or not accurate.
The Fund may invest in A Shares listed and traded on the
Shanghai Stock Exchange or Shenzhen Stock Exchange through
the Stock Connect program, or on such other stock exchanges in
China which participate in the Stock Connect program from time
to time. The Fund’s investments in Stock Connect A Shares are
generally subject to Chinese securities regulations and listing
rules, among other restrictions that may affect the Fund’s
investments and returns, including daily limits on net purchases
and transfer restrictions. In addition, the Stock Connect
program’s trading, clearance and settlement procedures are
relatively untested in China, which could pose risks to the Fund.
While overseas investors currently are exempt from paying
capital gains or value added taxes on income and gains from
investments in Stock Connect A Shares, these Chinese tax rules
could be changed, which could result in unexpected tax liabilities
for the Fund.
The Stock Connect program will only operate on days when both
the Chinese and Hong Kong markets are open for trading and
when banks in both markets are open on the corresponding
settlement days. There may be occasions when the Fund may be
subject to the risk of price ﬂuctuations of A Shares during the
time when the Stock Connect program is not trading. Because of
the way in which China A shares are held in Stock Connect, the
Fund may not be able to exercise the rights of a shareholder and
may be limited in its ability to pursue claims against the issuer of
a security, and may suffer losses in the event the depository of
the Shanghai or Shenzhen Stock Exchanges becomes insolvent.
Only certain China A shares are eligible to be accessed through
the Stock Connect program. Such securities may lose their
eligibility at any time, in which case they presumably could be
sold but could no longer be purchased through the Stock
Connect program. The Stock Connect program is a relatively new
program. Further developments are likely and there can be no
assurance as to the program’s continued existence or whether
future developments regarding the program may restrict or
adversely affect the Fund’s investments or returns. In addition,
the application and interpretation of the laws and regulations of
Hong Kong and China, and the rules, policies or guidelines
published or applied by relevant regulators and exchanges in
respect of the Stock Connect program are uncertain, and they
may have a detrimental effect on the Fund’s investments and
returns.
Special Risks of Investing in Latin American Securities
Although there have been signiﬁcant improvements in recent
years, the Latin American economies continue to experience
signiﬁcant problems.
Inﬂation and rapid ﬂuctuations in inﬂation rates have had and
may continue to have very negative effects on the economies and
securities markets of certain Latin American countries.
The emergence of the Latin American economies and securities
markets will require continued economic and ﬁscal discipline
which has been lacking at times in the past, as well as stable
political and social conditions. There is no assurance that
economic initiatives will be successful. Recovery may also be
inﬂuenced by international economic conditions, particularly
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those in the U.S., and by world prices for oil and other
commodities.
Special Risks of Investing in Eastern European Securities
Speciﬁc risks vary greatly between the various Eastern European
markets, but they include corporate governance, ﬁscal stability,
banking regulations, European Union accession and continued
membership, global commodity prices, political stability and
market liquidity.
In addition, the social, political, legal, and operational risks of
investing in Russian issuers, and of having assets held in
custody within Russia, may be particularly pronounced relative to
investments in more developed countries. Russia’s system of
share registration and custody creates certain risks of loss
(including the risk of total loss) that are not normally associated
with investments in other securities markets. Ownership of
shares (except where shares are held through depositories that
meet the requirements of the 1940 Act) is deﬁned according to
entries in the company’s share register and normally evidenced
by “share extracts” from the register or, in certain
circumstances, by formal share certiﬁcates. However, there is no
central registration system for shareholders and these services
are carried out by the companies themselves or by registrars
located throughout Russia. The share registrars are controlled by
the issuer of the security, and investors are provided with few
legal rights against such registrars. These registrars are not
necessarily subject to effective state supervision, nor are they
licensed with any governmental entity. It is possible for the Fund
to lose its registration through fraud, negligence, or even mere
oversight. Where necessary, the Fund will endeavor to ensure
that its interests are appropriately recorded, which may involve a
custodian or other agent inspecting the share register and
obtaining extracts of share registers through regular
conﬁrmations. However, these share extracts have no legal
enforceability and it is possible that a subsequent illegal
amendment or other fraudulent act may deprive the Fund of its
ownership rights or improperly dilute their interests. In addition,
while applicable Russian regulations impose liability on registrars
for losses resulting from their errors, it may be difficult for the
Fund to enforce any rights it may have against the registrar or
issuer of the securities in the event of a loss of share
registration. Further, signiﬁcant delays or problems may occur in
registering the transfer of securities, which could cause the Fund
to incur losses due to a counterparty’s failure to pay for securities
the Fund has delivered or the Fund’s inability to complete its
contractual obligations because of theft or other reasons.
Special Risks of Investing in South African Securities
Speciﬁc risks include the transfer of assets to Black Economic
Empowerment groups, tax increases, corporate governance,
banking regulations, commodity prices, political changes and
asset appropriation.
Special Risks of Investing in Middle Eastern Securities
Speciﬁc risks include political uncertainty and instability,
widespread unemployment and social unrest. In addition, many
economies in the Middle East are highly reliant on income from
sales of oil or trade with countries involved in the sale of oil, and
their economies are therefore vulnerable to changes in the
market for oil and foreign currency values.

Forward Foreign Currency Transactions
The Fund may invest in forward foreign currency transactions. In
a forward foreign currency contract, the Fund agrees to buy in
the future an amount in one currency in return for another
currency, at an exchange rate determined at the time the contract
is entered into. If currency exchange rates move against the
Fund’s position during the term of the contract, the Fund will lose
money on the contract. There is no limit on the extent to which
exchange rates may move against the Fund’s position. The
markets for certain currencies may at times become illiquid, and
the Fund may be unable to enter into new forward contracts or to
close out existing contracts. Forward currency contracts are
entered into in the OTC market, and the Fund’s ability to proﬁt
from a contract will depend on the willingness and ability of its
counterparty to perform its obligations under the contract. Use by
the Fund of foreign currency forward contracts may also give rise
to leverage.
High Yield Securities
Investing in high yield securities involves special risks in addition
to the risks associated with investments in higher rated debt
securities. While investments in high yield securities generally
provide greater income and increased opportunity for capital
appreciation than investments in higher quality securities,
investments in high yield securities typically entail greater price
volatility as well as principal and income risk. High yield securities
are regarded as predominantly speculative with respect to the
issuer’s continuing ability to meet principal and interest
payments. Analysis of the creditworthiness of issuers of high
yield securities may be more complex than for issuers of higher
quality debt securities. The Fund may continue to hold high yield
securities following a decline in their rating if in the opinion of the
Manager it would be advantageous to do so. Investments in high
yield securities and securities ranked in the lowest investment
grade are described as “speculative” by ratings agencies.
High yield securities may be more susceptible to real or
perceived adverse economic and competitive industry conditions
than investment grade securities. The prices of high yield
securities are likely to be sensitive to adverse economic
downturns or individual corporate developments. A projection of
an economic downturn or of a period of rising interest rates, for
example, could cause a decline in high yield security prices
because the advent of a recession could lessen the ability of a
highly leveraged company to make principal and interest
payments on its debt securities. If an issuer of high yield
securities defaults, in addition to risking payment of all or a
portion of interest and principal, the Fund investing in such
securities may incur additional expenses to seek recovery. The
market prices of high yield securities structured as “zerocoupon” or “pay-in-kind” securities are affected to a greater
extent by interest rate changes, and therefore tend to be more
volatile than securities that pay interest periodically and in cash.
Even though such securities do not pay current interest in cash,
the Fund nonetheless is required to accrue interest income on
these investments and to distribute the interest income on a
current basis. Thus, the Fund could be required at times to
liquidate other investments in order to satisfy its distribution
requirements.
Prices of high yield securities are generally more sensitive to
economic downturns or individual corporate developments than
higher quality securities. The secondary market on which high
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yield securities are traded may be less liquid than the market for
higher grade securities. Less liquidity in the secondary trading
market could adversely affect the price at which the Fund could
sell a high yield security, and could adversely affect the Fund’s
daily net asset value.
Adverse publicity and investor perceptions, whether or not based
on fundamental analysis, may decrease the values and liquidity
of high yield securities, especially in a thinly traded market. When
secondary markets for high yield securities are less liquid than
the market for higher grade securities, it may be more difficult to
value lower rated securities because such valuation may require
more research, and elements of judgment may play a greater
role in the valuation because there is less reliable, objective data
available.
Infrastructure Investments
Infrastructure-related businesses are subject to a variety of
factors that may adversely affect their business or operations,
including high interest costs in connection with capital
construction programs, insurance costs, costs associated with
environmental and other regulations, the effects of an economic
slowdown, surplus capacity or technological obsolescence,
industry competition, labor relations, rate caps or rate changes,
uncertainties concerning availability of fuel at reasonable prices,
the effects of energy conservation policies, natural disasters,
terrorist attacks and other factors. Certain infrastructure-related
entities, particularly telecommunications and utilities companies,
are subject to extensive regulation by various governmental
authorities. The costs of complying with governmental
regulations, delays or failures to receive required regulatory
approvals or the enactment of new adverse regulatory
requirements may adversely affect infrastructure-related
companies. Infrastructure-related companies may also be
affected by service interruption and/or legal challenges due to
environmental, operational or other conditions or events, and the
imposition of special tariffs and changes in tax laws, regulatory
policies and accounting standards. There is also the risk that
corruption may negatively affect publicly-funded infrastructure
projects, especially in non-U.S. markets, resulting in work
stoppage, delays and cost overruns. Other risks associated with
infrastructure-related companies include uncertainties resulting
from such companies’ diversiﬁcation into new domestic and
international businesses, as well as agreements by any such
companies linking future rate increases to inﬂation or other
factors not directly related to the actual operating proﬁts of the
enterprise.
Initial Public Offerings
The Fund may purchase securities in initial public offerings
(“IPOs”). These securities are subject to many of the same risks
of investing in companies with smaller market capitalizations.
Securities issued in IPOs have no trading history, and information
about the companies may be available for very limited periods. In
addition, the prices of securities sold in IPOs may be highly
volatile. At any particular time or from time to time the Fund may
not be able to invest in securities issued in IPOs, or invest to the
extent desired because, for example, only a small portion (if any)
of the securities being offered in an IPO may be made available
to the Fund. In addition, under certain market conditions a
relatively small number of companies may issue securities in
IPOs. Similarly, as the number of funds to which IPO securities

are allocated increases, the number of securities issued to any
one fund, if any, may decrease. The investment performance of
the Fund during periods when it is unable to invest signiﬁcantly or
at all in IPOs may be lower than during periods when the Fund is
able to do so. In addition, as the Fund increases in size, the
impact of IPOs on the Fund’s performance will generally
decrease.
Large Shareholder Risk
To the extent that a signiﬁcant portion of the Fund’s shares are
held by a limited number of shareholders or their affiliates, there
is a risk that the subscription and redemption activities of these
shareholders with regard to Fund shares could disrupt the Fund’s
investment strategies, which could have adverse consequences
for the Fund and other shareholders (e.g., by requiring the Fund
to sell investments at inopportune times or causing the Fund to
maintain larger-than-expected cash positions pending acquisition
of investments). In addition, institutional separate accounts
managed by the Manager may invest in the Fund and, therefore,
the Manager at times may have discretionary authority over
redemption decisions by a signiﬁcant portion of the investor base
holding shares of the Fund. In such instances, the Manager’s
decision to make changes to or rebalance its client’s allocations
in the separate accounts may impact the Fund’s performance.
Legal and Regulatory Risk
Legal, tax, and regulatory changes could occur that may
adversely affect the Fund. New (or revised) laws or regulations or
interpretations of existing law may be issued by the U.S. Internal
Revenue Service (the “IRS”) or U.S. Treasury Department, the
CFTC, the SEC, the U.S. Federal Reserve or other banking
regulators, or other governmental regulatory authorities, or selfregulatory organizations that supervise the ﬁnancial markets that
could adversely affect the Fund. In particular, these agencies are
empowered to promulgate a variety of new rules pursuant to
recently enacted ﬁnancial reform legislation in the U.S.
The Fund also may be adversely affected by changes in the
enforcement or interpretation of existing statutes and rules by
these governmental regulatory authorities or self-regulatory
organizations. In addition, the securities and futures markets are
subject to comprehensive statutes, regulations, and margin
requirements. The CFTC, the SEC, the Federal Deposit
Insurance Corporation, other regulators, and self-regulatory
organizations and exchanges are authorized to take extraordinary
actions in the event of market emergencies.
The regulation of derivatives transactions and funds that engage
in such transactions is an evolving area of law and is subject to
modiﬁcation by government and judicial action.
Finally, regulations require any creditor that makes a loan and
any securitizer of a loan to retain at least 5% of the credit risk on
any loan that is transferred, sold or conveyed by such creditor or
securitizer. It is currently unclear how these requirements would
apply to loan participations, syndicated loans, and loan
assignments.
Liquidity Risk
Illiquid securities are any securities or other assets that the Fund
reasonably expects cannot be sold or disposed of in current
market conditions in seven calendar days or less without the sale
or disposition signiﬁcantly changing the market value of the
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investment. Liquidity risk is the risk that the Fund may not be able
to dispose of securities or close out derivatives transactions
readily at a favorable time or prices (or at all) or at prices
approximating those at which the Fund currently values them.
Liquidity risk may be magniﬁed during periods of changing
interest rates, signiﬁcant shareholder redemptions or market
turmoil. For example, certain investments may be subject to
restrictions on resale, may trade in the OTC market or in limited
volume, or may not have an active trading market. Illiquid
securities may trade at a discount from comparable, more liquid
investments and may be subject to wide ﬂuctuations in market
value. It may be difficult for the Fund to value illiquid securities
accurately. The market for certain investments may become
illiquid under adverse market or economic conditions independent
of any speciﬁc adverse changes in the conditions of a particular
issuer. Disposal of illiquid securities may entail registration
expenses and other transaction costs that are higher than those
for liquid securities. The Fund may seek to borrow money to meet
its obligations (including among other things redemption
obligations) if it is unable to dispose of illiquid investments,
resulting in borrowing expenses and possible leveraging of the
Fund.
In accordance with Rule 22e-4 under the 1940 Act, the Board has
appointed the Manager as the Fund’s liquidity risk management
program administrator and has approved a liquidity risk
management program for the Fund. The Manager expects to
implement the program through its liquidity risk management
team. Under the program, the Fund must assess and manage its
liquidity risk, including classifying investments into speciﬁc
liquidity categories, and maintaining a portion of its holdings in
cash and assets that can be converted to cash within three
business days. While the Fund’s liquidity risk management
program attempts to assess and manage liquidity risk, there is no
guarantee it will be effective in its operations and may not reduce
the liquidity risk inherent in the Fund’s investments.
Mortgage-Backed Securities
The Fund may invest in mortgage-related securities. Besides the
scheduled repayment of principal, repayments of principal may
result from the voluntary prepayment, reﬁnancing or foreclosure
of the underlying mortgage loans. If property owners make
unscheduled prepayments of their mortgage loans, these
prepayments will typically result in early payment of the
applicable mortgage-related securities. The occurrence of
mortgage prepayments is affected by a variety of factors
including the level of interest rates, general economic conditions,
the location and age of the mortgage, and other social and
demographic conditions. During periods of falling interest rates,
the rate of mortgage prepayments tends to increase, thereby
tending to decrease the life of mortgage-related securities.
During periods of rising interest rates, the rate of mortgage
prepayments usually decreases, thereby tending to increase the
life of mortgage-related securities.
Because of the possibility of prepayments (and due to scheduled
repayments of principal), mortgage-related securities are less
effective than other types of securities as a means of “locking
in” attractive long-term interest rates. Prepayments would have
to be reinvested at lower rates. As a result, these securities may
have less potential for capital appreciation during periods of
declining interest rates than other securities of comparable
maturities, although they may have a similar risk of decline in

market value during periods of rising interest rates. Prepayments
may also signiﬁcantly shorten the effective maturities of these
securities, especially during periods of declining interest rates.
Conversely, during periods of rising interest rates, a reduction in
prepayments may increase the effective maturities of these
securities, subjecting them to a greater risk of decline in market
value in response to rising interest rates than traditional debt
securities, and, therefore, potentially increasing the volatility of
the Fund.
Any or all classes of obligations of a collateralized mortgage
obligation (“CMOs”) may be paid off sooner than expected
because of an increase in the payoff speed of the pool. Changes
in prepayment rates may have signiﬁcant effects on the values
and the volatility of the various classes and series of a CMO.
Payment of interest or principal on some classes or series of a
CMO may be subject to contingencies or some classes or series
may bear some or all of the risk of default on the underlying
mortgages. Stripped mortgage-related securities are usually
structured with two classes that receive different portions of the
interest and principal distributions on a pool of mortgage loans.
The yield to maturity on an interest only or “IO” class of stripped
mortgage-related securities is extremely sensitive not only to
changes in prevailing interest rates but also to the rate of
principal payments (including prepayments) on the underlying
assets. A rapid rate of principal prepayments may have a
measurable adverse effect on the Fund’s yield to maturity to the
extent it invests in IOs. If the assets underlying the IO experience
greater than anticipated prepayments of principal, the Fund may
fail to recoup fully, or at all, its initial investment in these
securities. Conversely, principal only securities tend to increase in
value if prepayments are greater than anticipated and decline if
prepayments are slower than anticipated. The secondary market
for stripped mortgage-related securities may be more volatile and
less liquid than that for other mortgage-related securities,
potentially limiting the Fund’s ability to buy or sell those securities
at any particular time.
See also “Other Asset-Backed Securities” below.
Other Asset-Backed Securities
The Fund may invest in asset-backed securities that are not
mortgage-related. The value of such asset-backed securities is
affected by changes in the market’s perception of the asset
backing the security, changes in the creditworthiness of the
servicing agent for the instrument pool, the originator of the
instruments, or the ﬁnancial institution providing any credit
enhancement and the expenditure of any portion of any credit
enhancement. The risks of investing in asset-backed securities
are ultimately dependent upon payment of the underlying
instruments by the obligors, and the Fund would generally have
no recourse against the obligee of the instruments in the event of
default by an obligor. The underlying instruments are subject to
prepayments which shorten the duration of asset-backed
securities and may lower their return, in generally the same
manner as described above for prepayments of pools of
mortgage loans underlying mortgage-related securities.
Non-U.S. Tax Risk
The Fund may be subject to non-U.S. taxation, including
potentially on a retroactive basis, on (i) capital gains it realizes or
dividends, interest, or other amounts it realizes or accrues in
respect of non-U.S. investments; (ii) transactions in those
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investments; and (iii) repatriation of proceeds generated from the
sale or other disposition of those investments. The Fund may
seek a refund of taxes paid, but its efforts may not be successful,
in which case the Fund will have incurred additional expenses for
no beneﬁt. The Fund’s pursuit of such refunds may subject the
Fund to various administrative and/or judicial proceedings. The
Fund’s decision to seek a refund is in its sole discretion, and,
particularly in light of the cost involved, it may decide not to seek
a refund, even if it is entitled to one. The outcome of the Fund’s
efforts to obtain a refund is inherently unpredictable. Accordingly,
a refund is not typically reﬂected in the Fund’s net asset value
until it is received or until the Manager is conﬁdent that the refund
will be received. In some cases, the amount of a refund could be
material to the Fund’s net asset value.
Preferred Stocks
Investment in preferred stocks involves certain risks. Depending
on the features of the particular security, holders of preferred
stock may bear the risks disclosed in the Prospectus or this SAI
regarding equity securities or interest rates. Certain preferred
stocks contain provisions that allow an issuer under certain
conditions to skip or defer distributions. If the Fund owns a
preferred stock that is deferring its distribution, it may be required
to report income for tax purposes despite the fact that it is not
receiving current income on this position. Preferred stocks often
are subject to legal provisions that allow for redemption in the
event of certain tax or legal changes or at the issuer’s call. In the
event of redemption, the Fund may not be able to reinvest the
proceeds at comparable rates of return. Preferred stocks are
subordinated to bonds and other debt securities in an issuer’s
capital structure in terms of priority for corporate income and
liquidation payments, and therefore will be subject to greater
credit risk than those debt securities. Preferred stocks may trade
less frequently and in a more limited volume and may be subject
to more abrupt or erratic price movements than many other
securities, such as common stocks, corporate debt securities,
and U.S. government securities.
Real Estate Securities and Related Derivatives
Investing in real estate investment trusts (“REITs”) involves
certain unique risks in addition to those risks associated with
investing in the real estate industry in general. An equity REIT
may be affected by changes in the value of the underlying
properties owned by the REIT. A mortgage REIT may be affected
by changes in interest rates and the ability of the issuers of its
portfolio mortgages to repay their obligations. REITs are
dependent upon the skills of their managers and are not
diversiﬁed. REITs are generally dependent upon maintaining
cash ﬂows to repay borrowings and to make distributions to
shareholders and are subject to the risk of default by lessees or
borrowers. REITs whose underlying assets are concentrated in
properties used by a particular industry, such as health care, are
also subject to risks associated with such industry.
REITs (especially mortgage REITs) are also subject to interest
rate risks. When interest rates decline, the value of a REIT’s
investment in ﬁxed rate obligations can be expected to rise.
Conversely, when interest rates rise, the value of a REIT’s
investment in ﬁxed rate obligations can be expected to decline. If
the REIT invests in adjustable rate mortgage loans the interest
rates on which are reset periodically, yields on a REIT’s
investments in such loans will gradually align themselves to

reﬂect changes in market interest rates. This causes the value of
such investments to ﬂuctuate less dramatically in response to
interest rate ﬂuctuations than would investments in ﬁxed rate
obligations.
REITs may have limited ﬁnancial resources, may trade less
frequently and in a more limited volume and may be subject to
more abrupt or erratic price movements than larger company
securities. Historically REITs have been more volatile in price
than the larger capitalization stocks included in S&P 500 Index.
Repurchase Agreements
If the seller under a repurchase agreement becomes insolvent,
the Fund’s right to dispose of the securities may be restricted. In
the event of the commencement of bankruptcy or insolvency
proceedings with respect to the seller of the security under a
repurchase agreement, the Fund may encounter delay and incur
costs before being able to sell the security. Also, if a seller
defaults, the value of such securities may decline before the
Fund is able to dispose of them.
Restricted Securities
Restricted securities may be less liquid than securities registered
for sale to the general public. The liquidity of a restricted security
may be affected by a number of factors, including, among others:
(i) the creditworthiness of the issuer; (ii) the frequency of trades
and quotes for the security; (iii) the number of dealers willing to
purchase or sell the security and the number of other potential
purchasers; (iv) dealer undertakings to make a market in the
security; (v) the nature of any legal restrictions governing trading
in the security; and (vi) the nature of the security and the nature
of marketplace trades. There can be no assurance that a liquid
trading market will exist at any time for any particular restricted
security. Also, restricted securities may be difficult to value
because market quotations may not be readily available, and the
securities may have signiﬁcant volatility.
Section 4(a)(2) Commercial Paper and Rule 144A Securities
The Fund may invest in Section 4(a)(2) paper, which is sold to
institutional investors who agree to purchase the paper for
investment and not with a view to public distribution. Any resale
by the purchaser must be in a transaction exempt from the
registration requirements of the Securities Act of 1933, as
amended (the “1933 Act”). Section 4(a)(2) paper normally is
resold to other institutional investors like the Fund through or with
the assistance of the issuer or investment dealers that make a
market in Section 4(a)(2) paper. As a result, funds purchasing
such securities will be exposed to liquidity risk, the risk that the
securities may be difficult to value because of the absence of an
active market and the risk that it may be sold only after
considerable expense and delay, if at all. Rule 144A securities
generally must be sold only to other qualiﬁed institutional buyers.
Section 4(a)(2) paper and Rule 144A securities will be presumed
illiquid for purposes of the Fund’s limitation on illiquid securities
unless the Manager (pursuant to the liquidity risk management
program adopted by the Board) as the program administrator
determines that the securities in question can be sold within ﬁve
trading days. If the Fund determines at any time that it owns
illiquid securities in excess of 15% of its net assets, it will cease
to undertake new commitments to acquire illiquid securities until
its holdings are no longer in excess of 15% of its net asset value,
report the occurrence in compliance with Rule 22e-4 and
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Rule 30b1-10 under the 1940 Act and, depending on
circumstances, may take additional steps to reduce its holdings
of illiquid securities. There can be no assurance that a liquid
trading market will exist at any time for any particular
Section 4(a)(2) paper or Rule 144A securities.
Short Position
The Fund may enter into a short position through various means,
including futures contracts, swap agreements and other
derivative positions. For example, investments in currency
forward contracts may cause the Fund to maintain net short
positions in any currency, including home country currency. In
other words, the total value of short exposure to such currency
(such as short spot and forward positions in such currency) may
exceed the total value of long exposure to such currency (such
as long individual equity positions, long spot and forward
positions in such currency). The Fund may enter into a short
position with respect to a reference instrument when it expects
the value of the reference instrument to decline. The Fund will
incur a loss if the value of the reference instrument increases
after the time the Fund entered into the short position. This loss
may be equal to the increase in the value of the reference
instrument from the time that the short position was opened plus
any transaction costs associated with the short position. Short
positions generally involve a form of leverage, which can
exaggerate the Fund’s losses, and also may involve credit and
counterparty risk, such as the risk that the third party to the short
position may fail to honor its contractual obligations to the Fund,
causing a loss to the Fund. A fund that enters into a short
position may lose more money than the actual cost of the short
position and its potential losses may be unlimited if the fund does
not own the reference instrument and it is unable to close out of
the short position. Any gain from a short position will be offset in
whole or in part by the transaction costs associated with the short
position. In addition, the Fund’s short positions may limit its ability
to beneﬁt fully from increases in the relevant securities markets.
Swap Execution Facilities
Certain derivatives contracts are required to be executed through
swap execution facilities (“SEFs”). A SEF is a trading platform
where multiple market participants can execute derivatives by
accepting bids and offers made by multiple other participants in
the platform. Such requirements may make it more difficult and
costly for investment funds, such as the Fund, to enter into highly
tailored or customized transactions. Trading swaps on a SEF may
offer certain advantages over traditional bilateral OTC trading,
such as ease of execution, price transparency, increased liquidity
and/or favorable pricing. Execution through a SEF is not,
however, without additional costs and risks, as parties are
required to comply with SEF and CFTC rules and regulations,
including disclosure and recordkeeping obligations, and SEF
rights of inspection, among others. SEFs typically charge fees,
and if the Fund executes derivatives on a swap execution facility
through a broker intermediary, the intermediary may impose fees
as well. The Fund also may be required to indemnify a SEF, or a
broker intermediary who executes swaps on a SEF on the Fund’s
behalf, against any losses or costs that may be incurred as a
result of the Fund’s transactions on the SEF. In addition, the
Fund may be subject to execution risk if it enters into a
derivatives transaction that is required to be cleared, and no
clearing member is willing to clear the transaction on the Fund’s
behalf. In that case, the transaction might have to be terminated,

and the Fund could lose some or all of the beneﬁt of any
increase in the value of the transaction after the time of the
trade.
Tax Risk
The Fund has elected to be treated as, and intends to continue to
qualify and be treated as, a regulated investment company under
Subchapter M of the Internal Revenue Code of 1986, as
amended (the “Code”). In order to so qualify, the Fund must,
among other things, derive at least 90% of its income from
certain sources speciﬁed in the Code (“qualifying income”).
Income from commodities and certain commodity-linked
derivatives do not constitute qualifying income to the Fund. The
tax treatment of commodity-linked notes and certain other
derivative instruments in which the Fund might invest is not
certain, in particular with respect to whether income and gains
from such instruments constitutes qualifying income.
If the Fund treats income from a particular instrument as
qualifying income and the income is later determined not to
constitute qualifying income, and such income, together with any
other nonqualifying income, causes the Fund’s nonqualifying
income to exceed 10% of the Fund’s gross income in any taxable
year, the Fund will fail to qualify as a regulated investment
company unless it is eligible to and does cure such failure,
including by paying a tax at the Fund level and possibly by
disposing of certain assets.
The Fund’s pursuit of its investment strategy may be limited by
the Fund’s intention to qualify for treatment as a regulated
investment company under Subchapter M of the Code and may
bear adversely on the Fund’s ability to so qualify. See “Tax”
below.
Warrants
The risks of a warrant are similar to the risks of a purchased call
option. Warrants may lack a liquid secondary market for resale.
The prices of warrants may ﬂuctuate as a result of changes in
the value of the underlying security or obligation or due to
speculation in the market for the warrants or other factors. Prices
of warrants do not necessarily move in tandem with the prices of
their underlying securities; their prices may have signiﬁcant
volatility and it is possible that the Fund will lose its entire
investment in a warrant. The Fund’s failure to exercise a warrant
or subscription right to purchase common shares in an issuer
might result in the dilution of the Fund’s interest in the issuing
company.
Disclosure of Fund Investments
The Board has adopted policies and procedures with respect to
the disclosure of the Fund’s portfolio holdings (the “Disclosure
Policies”). The Board may modify the Disclosure Policies at any
time without notice.
The Disclosure Policies permit portfolio holdings information to
be disclosed prior to the time that such information is disclosed
through a public ﬁling with the SEC or on the Fund’s publicly
available website to (i) the Manager and its affiliates, (ii) third
party service providers who require access to the information to
fulﬁll their duties to the Fund (including the Trust’s custodian and
administrator, transfer agent, independent registered public
accounting ﬁrm, legal counsel, broker-dealers when requesting
bids for or price quotations on securities and brokers in the
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In determining whether disclosure is in the best interests of
the Fund and its shareholders, the Authorizing Person shall
consider whether any potential conﬂicts exist between the
interests of Fund shareholders and the Manager and its
affiliates.

normal course of trading), and (iii) shareholders and prospective
shareholders (or their consultants and agents) of the Fund under
the circumstances described below.
Quarterly Disclosure
In accordance with the Disclosure Policies, the Manager will
disclose portfolio holdings of the Fund as of the end of each
calendar quarter at http://USmutualfund.bailliegifford.com with a
lag time of approximately 10 days after the end of the quarter.
The Manager has entered into ongoing arrangements to provide
certain Fund portfolio holdings disclosure to the following
persons or entities:
Entity
Baillie Gifford
Overseas
Limited and
its affiliates
The Bank of
New York
Mellon

Reason for
disclosure
Frequency
To fulﬁll duties as Daily
Manager of the
Fund

Delay Before
Dissemination
None

To fulﬁll duties as Daily
custodian,
administrator,
and transfer
agent of the
Fund

None

Cohen &
To fulﬁll duties as
Company, Ltd. independent
registered public
accounting ﬁrm
of the Fund

During annual
audit and semiannual cursory
review

Ropes & Gray To fulﬁll duties as For regulatory
LLP
legal counsel to ﬁlings, board
the Trust
meetings, and
other relevant
legal issues

None

None

When requesting Upon request
bids for or price
quotations on
securities and
brokers in the
normal course of
trading

Five days

Conditional Disclosure
In accordance with the Disclosure Policies, the Manager may
also disclose non-public portfolio holdings information to other
persons if the following three conditions are met:
1.

2.

The information is limited to that which the Manager believes
is reasonably necessary to serve the purposes for which
disclosure has been approved.

The Manager must also report any such disclosures to the Board
at their next regularly scheduled meeting. This report must then
be maintained by the Chief Compliance Officer or his/her
designee for 6 years from the end of the ﬁscal year in which any
exception was granted, the ﬁrst 2 years in an easily accessible
place.
The Trust may modify its policies and procedures regarding
portfolio holdings disclosure at any time without notice.
Disclosure Practices for Other Clients
The Manager and its affiliates advise and/or sub-advise
registered investment companies and other pooled investment
vehicles, which may be subject to different portfolio holdings
disclosure policies than the Fund. Neither the Manager nor the
Board exercises control over such policies. In addition, the
separate account clients of the Manager and its affiliates have
access to their portfolio holdings and are not subject to the
Fund’s portfolio holdings disclosure policies. In addition, some of
these clients have substantially similar investment objectives and
strategies as the Fund and therefore potentially similar portfolio
holdings as the Fund.
Compensation for Disclosure
The Fund’s portfolio holdings may not be disclosed for
compensation.

Toppan Merrill To fulﬁll duties as For regulatory
None
ﬁnancial printer ﬁlings and other
and ﬁling agent printing purposes
for the Fund
Brokerdealers

3.

The recipients are subject to a conﬁdentiality agreement with
respect to such information, which includes a prohibition on
trading on such information and the recipient’s agreement to
destroy the information upon a written request from the
Manager.
The Trust’s Chief Executive Officer and/or Chief Compliance
Officer (each, being an “Authorizing Person”) determines
that disclosure is in the best interest of the Fund and its
shareholders.

Investment Glossary
This section provides deﬁnitions of various terms, securities and
investment techniques included in the Prospectus and this SAI.
This SAI does not attempt to disclose all of the various types of
securities and investment techniques that may be used by the
Fund. As with any mutual fund, investors in the Fund must rely on
the professional investment judgment and skill of the Manager
and the individual portfolio managers.
Asia
References in the Prospectus and this SAI to “Asia” denote the
region encompassing China, Hong Kong, India, Indonesia,
Japan, Korea, Malaysia, the Philippines, Singapore, Taiwan and
Thailand as well as other countries located in Asia, as
determined by the Manager.
Australasia
References in the Prospectus and this SAI to “Australasia”
denote the region encompassing New Zealand, Australia, Papua
New Guinea, and neighboring islands in the Paciﬁc Ocean.
Collateralized Debt Obligations
The Fund may invest in collateralized debt obligations (“CDOs”),
which include collateralized bond obligations (“CBOs”),
collateralized loan obligations (“CLOs”) and other similarly
structured securities. CBOs and CLOs are types of asset-backed
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securities. A CBO is a trust that is backed by a diversiﬁed pool of
high risk, below investment grade debt securities. A CLO is a
trust typically collateralized by a pool of loans, which may
include, among others, domestic and non-U.S. senior secured
loans, senior unsecured loans, and subordinate corporate loans,
including loans that may be rated below investment grade or
equivalent unrated loans. CDOs may charge management fees
and administrative expenses.
For both CBOs and CLOs, the cash ﬂows from the trust are split
into two or more portions, called tranches, varying in risk and
yield. The riskiest portion is the “equity” tranche which bears the
bulk of defaults from the bonds or loans in the trust and serves to
protect the other, more senior tranches from default in all but the
most severe circumstances. Since it is partially protected from
defaults, a senior tranche from a CBO trust or CLO trust typically
have higher ratings and lower yields than their underlying
securities, and can be rated investment grade. Despite the
protection from the equity tranche, CBO or CLO tranches can
experience substantial losses due to actual defaults, downgrades
of the underlying collateral by rating agencies, forced liquidation
of the collateral pool due to a failure of coverage tests, increased
sensitivity to defaults due to collateral default and disappearance
of protecting tranches, market anticipation of defaults, as well as
aversion to CBO or CLO securities as a class. Interest on certain
tranches of a CDO may be paid in kind or deferred and
capitalized (paid in the form of obligations of the same type
rather than cash), which involves continued exposure to default
risk with respect to such payments.
Collateralized Mortgage Obligations
CMOs may be issued by a U.S. Government agency or
instrumentality or by a private issuer. CMOs are typically
structured with classes or series that have different maturities
and are generally retired in sequence. Each class of obligations
receives periodic interest payments according to its terms.
However, monthly principal payments and any prepayments from
the collateral pool are generally paid ﬁrst to the holders of the
most senior class. Thereafter, payments of principal are generally
allocated to the next most senior class of obligations until that
class of obligations has been fully repaid.
Common Stocks
Common stock represents an ownership interest in a company.
Common stock may take the form of shares in a corporation,
membership interests in a limited liability company, limited
partnership interests, or other forms of ownership interests.
Convertible Securities
Convertible securities are ﬁxed income securities that may be
converted at either a stated price or a stated rate into underlying
shares of common stock. Convertible securities have general
characteristics similar to both ﬁxed income and equity securities.
Although to a lesser extent than with ﬁxed income securities
generally, the market value of convertible securities tends to
decline as interest rates increase and, conversely, tends to
increase as interest rates decline. In addition, because of the
conversion feature, the market value of convertible securities
tends to vary with ﬂuctuations in the market value of the
underlying common stocks and, therefore, also will react to
variations in the general market for equity securities.

Like ﬁxed income securities, convertible securities are
investments which provide for a stable stream of income with
generally higher yields than common stocks. Of course, like all
ﬁxed income securities, there can be no assurance of current
income because the issuers of the convertible securities may
default on their obligations. Convertible securities, however,
generally offer lower interest or dividend yields than nonconvertible securities of similar quality because of the potential
for capital appreciation. A convertible security, in addition to
providing ﬁxed income, offers the potential for capital
appreciation through the conversion feature, which enables the
holder to beneﬁt from increases in the market price of the
underlying common stock. However, there can be no assurance
of capital appreciation because securities prices ﬂuctuate.
Convertible securities generally are subordinated to other similar
but non-convertible securities of the same issuer, although
convertible bonds enjoy seniority in right of payment to all equity
securities, and convertible preferred stock is senior to common
stock of the same issuer. Because of the subordination feature,
however, convertible securities typically have lower ratings than
similar non-convertible securities.
Commodity-Linked Investments
The Fund may seek to provide exposure to the investment
returns of real assets that trade in the commodity markets
through commodity-linked derivative securities, such as
structured notes, discussed below, which are designed to provide
this exposure without direct investment in physical commodities
or commodities futures contracts. Real assets are assets such as
oil, gas, industrial and precious metals, livestock, and agricultural
or meat products, or other items that have tangible properties, as
compared to stocks or bonds, which are ﬁnancial instruments. In
choosing investments, the Manager may seek to provide
exposure to various commodities and commodity sectors.
Corporate Bonds
The Fund may invest in a variety of bonds and related debt
obligations of varying maturities issued by U.S. and non-U.S.
companies, banks and other corporate entities. Corporate debt
securities include bills, notes, debentures, money market
instruments and similar instruments and securities, and are
generally used by corporations and other issuers to borrow
money from investors for such purposes as working capital or
capital expenditures. The issuer pays the investor a variable or
ﬁxed rate of interest and normally must repay the amount
borrowed on or before maturity. Certain bonds are “perpetual” in
that they have no maturity date. The investment return of
corporate debt securities reﬂects interest earnings and changes
in the market value of the security. The market value of a
corporate debt obligation may be expected to rise and fall
inversely with interest rates generally. In addition to interest rate
risk, corporate debt securities also involve the risk that the
issuers of the securities may not be able to meet their obligations
on interest or principal payments at the time called for by an
instrument. The rate of return or return of principal on some debt
obligations may be linked or indexed to the level of exchange
rates between the U.S. dollar and a foreign currency or
currencies.
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Currency Forward Contracts
In a forward foreign currency contract, the Fund agrees to buy in
the future an amount in one currency in return for another
currency, at an exchange rate determined at the time the contract
is entered into.
Cyber-attacks
Cyber-attacks include, among other things, stealing or corrupting
data maintained online or digitally, preventing legitimate users
from accessing information or services on a website, releasing
conﬁdential information without authorization, and causing
operational disruption.
Depositary Receipts
Depositary Receipts generally evidence an ownership interest in
a corresponding security on deposit with a ﬁnancial institution.
Transactions in Depositary Receipts usually do not settle in the
same currency as the underlying securities are denominated or
traded.
American Depositary Receipts are typically publicly traded trust
receipts issued by a U.S. bank or trust company that evidence an
indirect interest in underlying securities issued by a foreign entity.
Global Depositary Receipts (“GDRs”), European Depositary
Receipts (“EDRs”), and other types of depositary receipts are
typically issued by non-U.S. banks or ﬁnancial institutions to
evidence an interest in underlying securities issued by either a
U.S. or a non-U.S. entity. EDRs, in bearer form, are designed for
use in European securities markets. GDRs may be traded in any
public or private securities markets and may represent securities
held by institutions located anywhere in the world.
Derivatives
Generally, derivatives are ﬁnancial contracts whose value
depends upon, or is derived from, the value of an underlying
asset, reference rate or index, and may relate to, among other
things, stocks, bonds, interest rates, currencies or currency
exchange rates, commodities, and related indexes.
Eastern European Securities
References in the Prospectus and this SAI to “Eastern
European Securities” denote securities issued by companies
located in Bulgaria, Croatia, Cyprus, Czech Republic, Estonia,
Greece, Hungary, Latvia, Lithuania, Macedonia, Poland,
Romania, Russia, Serbia, Slovak Republic, Slovenia, Turkey or
Ukraine, as well as other countries in Eastern Europe, as
determined by the Manager.
Exchange-Traded Notes
The Fund may invest in exchange-traded notes (“ETNs”). ETNs
are typically senior, unsecured, unsubordinated debt securities
whose returns are linked to the performance of a particular
market index less applicable fees and expenses. ETNs are listed
on an exchange and traded in the secondary market. The Fund
may hold an ETN until maturity, at which time the issuer is
obligated to pay a return linked to the performance of the
relevant market index. ETNs do not make periodic interest
payments and principal is not protected.
The market value of an ETN may be inﬂuenced by, among other
things, time to maturity, level of supply and demand of the ETN,
volatility and lack of liquidity in the underlying assets, changes in

the applicable interest rates, the current performance of the
market index to which the ETN is linked, and the credit rating of
the ETN issuer.
Far Eastern Securities
References in the Prospectus and this SAI to “Far Eastern
Securities” denote securities issued by companies located in
China, Hong Kong, India, Indonesia, Japan, Korea, Malaysia, the
Philippines, Taiwan, Thailand or Singapore, as well as other
Asian countries, as determined by the Manager.
Forward Commitments
The Fund may invest in forward commitments. The Fund may
contract to purchase securities for a ﬁxed price at a future date
beyond customary settlement time consistent with the Fund’s
ability to manage its investment portfolio and meet redemption
requests. The Fund may dispose of a commitment prior to
settlement if it is appropriate to do so and realize short-term
proﬁts or losses upon such sale. When effecting such
transactions, cash or other liquid assets (such as liquid high
quality debt obligations) held by the Fund of a dollar amount
sufficient to make payment for the portfolio securities to be
purchased will be segregated on the Fund’s records at the trade
date and maintained until the transaction is settled. Such
segregated assets will be marked to market on a daily basis, and
if the market value of such assets declines, additional cash or
assets will be segregated so that the market value of the
segregated assets will equal the amount of the Fund’s
obligations. Forward commitments involve a risk of loss if the
value of the security to be purchased declines prior to the
settlement date, or if the other party fails to complete the
transaction.
Futures Contracts and Options on Futures
A ﬁnancial futures contract is a contract to buy or sell a speciﬁed
quantity of ﬁnancial instruments such as U.S. Treasury bills,
notes and bonds at a speciﬁed future date at a price agreed upon
when the contract is made. An index futures contract is a contract
to buy or sell speciﬁed units of an index at a speciﬁed future date
at a price agreed upon when the contract is made. The value of a
unit is based on the current value of the index. Under such
contracts no delivery of the actual securities making up the index
takes place. Rather, upon expiration of the contract, settlement is
made by exchanging cash in an amount equal to the difference
between the contract price and the closing price of the index at
expiration, net of variation margin previously paid. Futures
contracts are traded in the United States only on commodity
exchanges or boards of trade—known as “contract
markets”—approved for such trading by the CFTC, and must be
executed through a futures commission merchant or brokerage
ﬁrm which is a member of the relevant contract market.
Although many futures contracts by their terms call for actual
delivery or acceptance of commodities or securities, in most
cases the contracts are closed out before the settlement date
without the making or taking of delivery, but rather by entering
into an offsetting contract (a “closing transaction”). Upon
entering into a futures contract, the Fund is required to deposit
initial margin with the futures broker. The initial margin serves as
a “good faith” deposit that the Fund will honor its potential
future commitments. Subsequent payments (called “variation
margin” or “maintenance margin”) to and from the broker are
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made on a daily basis as the price of the underlying security or
commodity ﬂuctuates, making the long and short positions in the
futures contract more or less valuable, a process known as
“marking to the market.” If the Fund is unable to enter into a
closing transaction, the amount of the Fund’s potential loss may
be unlimited. Futures contracts also involve brokerage costs.
Futures Options
The Fund may purchase and write call and put options on futures
contracts (“futures options”). Futures options possess many of
the same characteristics as options on securities and indexes
(discussed above). A futures option gives the holder the right, in
return for the premium paid, to assume a long position (call) or
short position (put) in a futures contract at a speciﬁed exercise
price at any time during the period of the option. Upon exercise
of a call option, the holder acquires a long position in the futures
contract and the writer is assigned the opposite short position. In
the case of a put option, the holder acquires a short position and
the writer is assigned the opposite long position.
High Yield Securities (“Junk Bonds”)
The Fund may invest in debt securities, including convertible
securities, that are below investment grade quality. A security is
considered to be below “investment grade” quality if it is either
(1) not rated in one of the four highest rating categories by one
of the Nationally Recognized Statistical Rating Organizations
(i.e., rated Ba or below by Moody’s Investors Service, Inc. or BB
or below by S&P Global Ratings Services or Fitch, Inc.) or (2) if
unrated, determined by the relevant Manager to be of
comparable quality to obligations so rated.
Infrastructure-Related Businesses
Infrastructure-related businesses include companies that
primarily own, manage, develop and/or operate infrastructure
assets, including transportation, utility, energy and/or
telecommunications assets.
Industry
References in the Prospectus and this SAI to “Industries” has
the meaning ascribed to this term by the Manager, from time to
time.
Latin American Securities
References in the Prospectus and this SAI to “Latin American
Securities” denote securities issued by companies located in
Argentina, Brazil, Chile, Colombia, Mexico or Peru, as well as
other countries located in Latin America, as determined by the
Manager.
Non-U.S. Securities
The Fund may invest in non-U.S. securities. Non-U.S. securities
may include, but are not limited to, securities of companies that
are organized and headquartered outside the U.S.; non-U.S.
equity securities as designated by commonly-recognized market
data services; U.S. dollar- or non-U.S. currency-denominated
corporate debt securities of non-U.S. issuers; securities of U.S.
issuers traded principally in non-U.S. markets; non-U.S. bank
obligations; U.S. dollar- or non-U.S. currency-denominated
obligations of non-U.S. governments or their subdivisions,
agencies and instrumentalities, international agencies and
supranational entities; and securities of other investment

companies investing primarily in non-U.S. securities. When
assessing compliance with investment policies that designate a
minimum or maximum level of investment in “non-U.S.
securities” for the Fund, the Manager may apply a variety of
factors (either in addition to or in lieu of one or more of the
categories described in the preceding sentence) in order to
determine whether a particular security or instrument should be
treated as U.S. or non-U.S. For more information about how the
Manager may deﬁne non-U.S. securities for purposes of the
Fund’s asset tests and investment restrictions, see the Fund’s
principal investments and strategies under “Principal Investment
Strategies” in the Prospectus. For more information about how
the Manager may determine whether an issuer is located in a
particular country, see “Selected Investment Techniques and
Topics—Location of Issuers” in the Prospectus.
Mortgage-Backed Securities
Mortgage-related securities represent an interest in a pool of, or
are secured by, mortgage loans. Mortgage-related securities may
be issued or guaranteed by (i) U.S. Government agencies or
instrumentalities such as GNMA, FNMA and FHLMC or (ii) other
issuers, including private companies.
Many mortgage-related securities provide regular payments
which consist of interest and, in most cases, principal. In
contrast, other forms of debt securities normally provide for
periodic payment of interest in ﬁxed amounts with principal
payments at maturity or speciﬁed call dates. In effect, payments
on many mortgage-related securities are a “pass-through” of
the payments made by the individual borrowers on their
mortgage loans, net of any fees paid to the issuer or guarantor of
such securities.
Middle Eastern Securities
References in the Prospectus and this SAI to “Middle Eastern
Securities” denote securities issued by companies located in
Egypt, Israel, Qatar or United Arab Emirates, as well as other
Middle Eastern countries as determined by the Manager.
Options on Securities and Indices
The Fund may, among other things, purchase and sell put and
call options on equity, debt or other securities or indexes in
standardized contracts traded on foreign or domestic securities
exchanges, boards of trade, or similar entities, or quoted on the
National Association of Securities Dealers Automated Quotations
System or on a regulated foreign OTC market, and agreements,
sometimes called cash puts, which may accompany the purchase
of a new issue from a dealer. Among other reasons, the Fund
may purchase put options to protect holdings in an underlying or
related security against a decline in market value, and may
purchase call options to protect against increases in the prices of
securities it intends to purchase pending its ability to invest in
such securities in an orderly manner.
An option on a security (or index) is a contract that gives the
holder of the option, in return for a premium, the right to buy from
(in the case of a call) or sell to (in the case of a put) the writer of
the option the security underlying the option (or the cash value of
the index) at a speciﬁed exercise price at any time during the
term of the option. The writer of an option on a security has the
obligation upon exercise of the option to deliver the underlying
security upon payment of the exercise price or to pay the
exercise price upon delivery of the underlying security. Upon
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exercise, the writer of an option on an index is obligated to pay
the difference between the cash value of the index and the
exercise price multiplied by the speciﬁed multiplier for the index
option. (An index is designed to reﬂect features of a particular
ﬁnancial or securities market, a speciﬁc group of ﬁnancial
instruments or securities, or certain economic indicators.) When
the Fund writes a call (put) option on an underlying security it
owns (is short), the option is sometimes referred to as a
“covered option.” The Fund may write such options. When the
Fund writes a call (put) option on an underlying security it owns
(is short), the option is sometimes referred to as a “covered
option.” The Fund may write such options.

property and derive income primarily from the collection of rents.
Equity REITs can also realize capital gains by selling properties
that have appreciated in value. Mortgage REITs invest the
majority of their assets in real estate mortgages and derive
income from the collection of interest payments. REITs are not
taxed on income distributed to shareholders provided they
comply with the applicable requirements of the Code. The Fund
will indirectly bear its proportionate share of any management
and other expenses paid by REITs in which it invests in addition
to the expenses paid by the Fund. Debt securities issued by
REITs are, for the most part, general and unsecured obligations
and are subject to risks associated with REITs.

OTC Options
The Fund may also purchase and write OTC options. OTC
options differ from traded options in that they are two-party
contracts, with price and other terms negotiated between buyer
and seller, and generally do not have as much market liquidity as
exchange-traded options.

Repurchase Agreements
The Fund may enter into repurchase agreements, by which the
Fund purchases a security and obtains a simultaneous
commitment from the seller (a bank or, to the extent permitted by
the 1940 Act, a recognized securities dealer) to repurchase the
security at an agreed upon price and date (usually seven days or
less from the date of original purchase). The resale price is in
excess of the purchase price and reﬂects an agreed upon market
rate unrelated to the coupon rate on the purchased security. Such
transactions afford the Fund the opportunity to earn a return on
temporarily available cash at minimal market risk. While the
underlying security may be a bill, certiﬁcate of indebtedness,
note or bond issued by an agency, authority or instrumentality of
the U.S. Government, the obligation of the seller is not
guaranteed by the U.S. Government and there is a risk that the
seller may fail to repurchase the underlying security. In such
event, the Fund would attempt to exercise rights with respect to
the underlying security, including possible disposition in the
market. However, the Fund may be subject to various delays and
risks of loss, including (a) possible declines in the value of the
underlying security during the period while the Fund seeks to
enforce its rights thereto and (b) inability to enforce rights and the
expenses involved in attempted enforcement.

Other Asset-Backed Securities
Asset-backed securities other than mortgage-related securities
represent undivided fractional interests in pools of instruments,
such as consumer loans, and are typically similar in structure to
mortgage-related pass-through securities. Payments of principal
and interest are passed through to holders of the securities and
are typically supported by some form of credit enhancement,
such as a letter of credit, surety bond, limited guarantee by
another entity, or by priority to certain of the borrower’s other
securities. The degree of credit-enhancement, if any, varies,
applying only until exhausted and generally covering only a
fraction of the security’s par value.
Preferred Stocks
Preferred stocks include convertible and non-convertible
preferred and preference stocks that are senior to common
stock. Preferred stocks are equity securities that are senior to
common stock with respect to the right to receive dividends and a
ﬁxed share of the proceeds resulting from the issuer’s liquidation.
Some preferred stocks also entitle their holders to receive
additional liquidation proceeds on the same basis as holders of
the issuer’s common stock, and thus represent an ownership
interest in the issuer.
Real Estate Securities and Related Derivatives
The Fund may gain exposure to the real estate sector by
investing in real estate-linked derivatives, REITs, and common,
preferred and convertible securities of issuers in real estaterelated industries. Each of these types of investments are
subject to risks similar to those associated with direct ownership
of real estate, including loss to casualty or condemnation,
increases in property taxes and operating expenses, zoning law
amendments, changes in interest rates, overbuilding and
increased competition, variations in market value, adverse
changes in the real estate markets generally or in speciﬁc sectors
of the real estate industry and possible environmental liabilities.
REITs are pooled investment vehicles that invest primarily in
income-producing real estate or real estate-related loans or
interests. REITs are generally classiﬁed as equity REITs,
mortgage REITs or a combination of equity and mortgage REITs.
Equity REITs invest the majority of their assets directly in real

Restricted Securities
The Fund may hold securities that have not been registered for
sale to the public under the U.S. federal securities laws pursuant
to an exemption from registration.
Rule 144A Securities
Rule 144A securities are securities that may be offered and sold
only to “qualiﬁed institutional buyers” under Rule 144A of the
1933 Act.
Section 4(a)(2) Commercial Paper
The Fund may invest in commercial paper issued in reliance on
the private placement exemption from registration afforded by
Section 4(a)(2) of the 1933 Act. This commercial paper is
commonly called “Section 4(a)(2) paper.” Section 4(a)(2) paper
is sold to institutional investors who must agree to purchase it for
investment and not with a view to public distribution. Any resale
by the purchaser must be in a transaction exempt from the
registration requirements of the 1933 Act. Section 4(a)(2) paper
normally is resold to other institutional investors like the Fund
through or with the assistance of the issuer or investment dealers
that make a market in Section 4(a)(2) paper.
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Sector
References in the Prospectus and this SAI to “Sectors” has the
meaning ascribed to this term by the Manager, from time to time.
Senior Securities
Under the 1940 Act, a “senior security” does not include any
promissory note or evidence of indebtedness when such loan is
for temporary purposes only and in an amount not exceeding 5%
of the value of the total assets of the issuer at the time the loan
is made.
South African Securities
References in the Prospectus and this SAI to “South African
Securities” denote securities which are issued by companies
located in South Africa.
Swaps
The Fund may enter into total return swap agreements, credit
default swap agreements and other swap agreements made with
respect to interest rates, currencies, indexes or baskets of
securities (or a single security), commodities and other assets or
measures of risk or return. These transactions are entered into in
an attempt to obtain a particular return when it is considered
desirable to do so, possibly at a lower cost to the Fund than if the
Fund had invested directly in an instrument that yielded that
desired return.
Swap agreements are two-party contracts entered into primarily
by institutional investors for periods ranging from a few weeks to
a number of years. Swap agreements are individually negotiated
and structured to include exposure to a variety of types of
investments or market factors. In a standard “swap” transaction,
two parties agree to exchange the returns (or differentials in rates
of return) earned or realized on particular predetermined
investments or instruments, which may be adjusted for an interest
factor. The gross returns to be exchanged or “swapped”
between the parties generally are calculated with respect to a
“notional amount,” such as the return on or increase in value of
a particular dollar amount invested at a particular interest rate or
in a “basket” of securities representing a particular index.

premium in return for the right to put speciﬁed bonds or loans to
the counterparty, such as a U.S. or non-U.S. issuer or basket of
such issuers, upon issuer default (or similar events) at their par
(or other agreed-upon) value.
Synthetic Convertible Securities
“Synthetic” convertible securities are selected based on the
similarity of their economic characteristics to those of a
traditional convertible security due to the combination of separate
securities that possess the two principal characteristics of a
traditional convertible security (i.e., an income producing
component and a right to acquire an equity security). The
income-producing component is achieved by investing in nonconvertible, income-producing securities such as bonds,
preferred stocks and money market instruments while the
convertible component is achieved by investing in warrants or
options to buy common stock at a certain exercise price, or
options on a stock index. Synthetic securities may also be
created by third parties, typically investment banks or other
ﬁnancial institutions. Unlike a traditional convertible security,
which is a single security having a unitary market value, a
synthetic convertible consists of two or more separate securities,
each with its own market value, and has risks associated with
derivative instruments.
Warrants
The holder of a warrant or right typically has the right to acquire
securities or other obligations from the issuer of the warrant or
right at a speciﬁed price or under speciﬁed conditions.
Yankee Bonds
The Fund may invest in U.S. dollar-denominated bonds sold in
the U.S. by non-U.S. issuers (“Yankee bonds”). As compared
with bonds issued in the U.S., such bond issues normally carry a
higher interest rate but are less actively traded.

Forms of swap agreements include: interest rate caps, under
which, in return for a premium, one party agrees to make
payments to the other to the extent that interest rates exceed a
speciﬁed rate, or “cap;” interest rate ﬂoors, under which, in
return for a premium, one party agrees to make payments to the
other to the extent that interest rates fall below a speciﬁed rate, or
“ﬂoor;” and interest rate collars, under which a party sells a cap
and purchases a ﬂoor or vice versa in an attempt to protect itself
against interest rate movements exceeding given minimum or
maximum levels.
Credit Default Swaps
The Fund may directly or indirectly use credit default swaps to
take an active long or short position with respect to the likelihood
of default by a corporate or sovereign issuer of ﬁxed income
securities (including asset-backed securities). In a credit default
swap, one party pays, in effect, an insurance premium through a
stream of payments to another party in exchange for the right to
receive a speciﬁed return in the event of default (or similar
events) by one or more third parties on their obligations. For
example, in purchasing a credit default swap, the Fund may pay a
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Purchase, Redemption, and Pricing of Shares
How to Buy & Redeem Shares
The procedures for purchasing shares of the Fund are
summarized in the Prospectus under “Shares—How to Buy
Shares.”
The procedures for redeeming shares of the Fund are
summarized in the Prospectus under “Shares—How to Sell
Shares.”
Determination of Net Asset Value
As described in the Prospectus under the heading “Shares—How
Shares are Priced,” the net asset value per share of the Fund’s
shares of a particular class is determined by dividing the total
market value of the Fund’s portfolio investments and other assets
attributable to that class, less any liabilities, by the total number
of shares outstanding of that class. The Fund’s liabilities are
allocated among its classes. The total of such liabilities allocated
to a class plus any other expenses specially allocated to that
class are then deducted from the class’s proportionate interest in
the Fund’s assets, and the resulting amount for each class is
divided by the number of shares of that class outstanding to
produce the class’s net asset value. The Prospectus further
notes that the net asset value will be determined as of a
particular time of day (the “Pricing Point”) on any day on which
the New York Stock Exchange (“NYSE”) is open for unrestricted
trading. The Pricing Point is normally at the scheduled close of
unrestricted trading on the NYSE (generally 4:00 p.m. Eastern
Time). In unusual circumstances, the Fund may determine that
the Pricing Point shall be at an earlier, unscheduled close or halt
of trading on the NYSE.
The Board has adopted Pricing and Valuation Procedures (the
“Pricing and Valuation Procedures”) for valuing portfolio
securities and other assets in circumstances where market
quotations are not readily available, and has delegated
responsibility for the operational execution of the valuation
process to BNYM, the Fund’s administrator. The Manager
regularly reviews the Fund’s holdings and valuations and notiﬁes
the administrator promptly if it reasonably believes that the
current valuation of a particular security or other instrument may
not reﬂect fair market value. The Board has also appointed ICE
Data Services (“ICE”) as a third-party valuation vendor. ICE
provides, among other things, an adjustment for certain non-U.S.
securities in the Fund based on certain factors and
methodologies applied by ICE on each day the Fund is valued if
a certain threshold is exceeded. While ultimate responsibility for
the valuation process remains with the Board, the Board has
delegated the responsibility for the supervision of compliance
with net asset value calculation and pricing requirements to the
Manager, the Manager’s Fair Value Pricing Group and the Baillie
Gifford Group’s Valuation Committee, including the responsibility
for determining the fair value of the Fund’s securities or other
instruments as well as making changes to pricing agents. The
Trustees have created a Valuation Committee of the Board (the
“Valuation Committee”), which is responsible for, among other
things, reviewing promptly any fair value decision relating to one
or more securities or other instruments held by the Fund that
would result in a movement, up or down, in the net asset value of
such Fund of more than 1/2 of 1% of the net asset value of the
Fund.

Pricing Methodologies
The following summarizes the methods typically used to
determine values for the noted types of securities or instruments
by the administrator pursuant to the Pricing and Valuation
Procedures. If a security price cannot be obtained from an
independent, third-party pricing agent, the administrator shall
seek to obtain a bid price from at least one independent broker
from a list provided by the Manager.
—

Equity securities listed on a securities exchange, market or
automated quotation system (including equity securities
traded over the counter) for which quotations are readily
available are valued at the last quoted trade price on the
primary exchange or market (foreign or domestic) on which
they are most actively traded on the date of valuation (or at
approximately 4:00 p.m. Eastern Time if a security’s primary
exchange is normally open at that time), or, if there is no
such reported sale on the date of valuation, at the most
recent quoted bid price.

—

Debt instruments are generally valued on a “clean” basis
(excluding accrued interest) using valuations obtained from
independent, third-party pricing agents. Certain short-term
debt obligations may be valued at their amortized costs.

—

Options are generally valued at the last quoted sales price.
If there is no reported sale on the date of valuation,
positions are priced at the mean on the last day the option
trades.

—

Futures contracts are valued at the settlement price
established each day by the board of the exchange on which
they are traded. On days when there is excessive volume,
market volatility or the future does not end trading by the
time the Fund calculates its net asset value, the settlement
price may not be available at the time at which the Fund
calculates its net asset value. On such days the best
available price (which is typically the last sales price) may be
used to value the Fund’s futures position. If the Fund uses
the best available price when the settlement price is not
available, it will not consider any difference between the
eventual settlement price and the best available price used
to be the basis for determining that an incorrect net asset
value calculation has occurred.

—

Forward foreign currency exchange contracts are
generally valued at the current day’s interpolated foreign
exchange rate, as calculated using the current day’s spot
rate at 4:00 p.m. Eastern Time, and the thirty, sixty, ninety
and one-hundred and eighty day forward rates provided by
an independent source.

—

Swaps are generally priced based on valuations provided by
an independent third-party pricing agent.

—

Redeemable securities issued by open-end investment
companies are generally valued at the investment
company’s applicable net asset value, with the exception of
exchange-traded funds, which are generally priced as equity
securities.

—

Foreign (non-U.S.) securities and instruments are priced
as set forth in the Pricing and Valuation Procedures for the
particular type of security (e.g., equity securities, debt
securities, etc.). The prices for foreign securities are reported
in local currency and converted to U.S. dollars using
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currency exchange rates obtained from pricing services as
at the Pricing Point (typically 4:00 p.m. Eastern Time) on
each day that the NYSE is open for regular trading. Pursuant
to contractual arrangements maintained by the administrator,
exchange rates are provided daily by recognized
independent pricing agents. Securities and other instruments
traded on markets in time zones that differ signiﬁcantly from
Eastern Time may be routinely subject to the use of thirdparty fair valuation vendors and other fair value
qualiﬁcations.
Election under Rule 18f-1
The Trust, on behalf of the Fund, has made an election pursuant
to Rule 18f-1 under the 1940 Act committing the Fund to pay in
cash any request for redemption received during any 90-day
period of up to the lesser of $250,000 or 1% of the Fund’s net
asset value at the beginning of the period. This election is
irrevocable without prior approval by the SEC. The Fund reserves
the right to pay redemption proceeds in-kind except as described
above.
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Trustees and Trust Officers
Trustee Responsibilities and Powers
The Board is responsible for the overall management and
supervision of the Trust’s affairs and for protecting the interests
of shareholders. The Board is composed of six Trustees. Each
Trustee oversees, and each officer serves, all series of the Trust
that constitute the Baillie Gifford Funds complex.
The Trust’s Second Amended and Restated Agreement and
Declaration of Trust dated February 27, 2017, as amended from
time to time (the “Declaration of Trust”) permits the Board to:
—

—

Issue shares. The Board can issue an unlimited number of
full and fractional shares of beneﬁcial interest of each series
of the Trust (each a “Series Fund”), one of which is offered
in this SAI. Each share of a Series Fund represents an equal
proportionate interest in such Series Fund with each other
share of that Series Fund and is entitled to a proportionate
interest in the dividends and distributions from that Series
Fund.
The Board can also subdivide any Series Fund into subseries (or “Classes”) of shares with such dividend
preferences and other rights as the Board may designate.
Each Series Fund is currently divided into at least two
Classes. This power to subdivide Series Funds is intended to
allow it to provide for an equitable allocation of the impact of
any future regulatory requirements which might affect
various classes of shareholders differently, or to permit
shares of a Series Fund to be distributed through more than
one distribution channel, with the costs of the particular
means of distribution (or costs of related services) to be
borne by the shareholders who purchase through that
means of distribution. Each share of a Series Fund
represents an equal proportionate interest in that Series
Fund with each other share, subject to the different
preferences of each Class of that Series Fund.

—

Establish new portfolios, or series. The Board may
establish one or more additional separate Series Funds
(i.e., a new fund) or merge two or more existing Series Funds.
Shareholders’ investments in such an additional or merged
portfolio may be evidenced by a separate Series Fund.

—

Charge shareholders. The Board may charge shareholders
directly for custodial, transfer agency and servicing
expenses.

—

Allocate other expenses. Any general expenses of the
Trust that are not readily identiﬁable as belonging to a Series
Fund are allocated in such a manner as to be fair and
equitable. While the expenses of the Trust are allocated to
the separate books of account of each Series Fund, certain
expenses may be legally chargeable against the assets of all
Series Funds.

—

Terminate the Trust or the Fund. The Board may terminate
the Trust or any Series Fund upon written notice to the
shareholders.

Trustee Appointments
The substantial professional accomplishments and prior
experience, including, in some cases, in ﬁelds related to the
operations of the Fund, were a signiﬁcant factor in the

determination that the current Trustees should serve as a
Trustee. Generally, no one factor was decisive in the nomination
or appointment of an individual to the Board.
Among the factors the Board considers when concluding that an
individual should serve as a Trustee are the following:
—

the individual’s business and professional experience and
accomplishments;

—

the individual’s ability to work effectively with the other
Trustees;

—

the individual’s prior experience, if any, in the investment
management industry;

—

the individual’s prior experience, if any, serving on the
boards of public companies (including, when relevant, other
investment companies) and/or other complex enterprises
and organizations; and

—

how the individual’s skills, experience and attributes would
contribute to an appropriate mix of relevant skills and
experience on the Board.

Trustee Nominations by Shareholders
Any shareholder may nominate a person to become a Trustee. To
nominate a person for the Nominating and Governance
Committee’s consideration, a shareholder must submit their
recommendation in writing to the Trust, to the attention of the
Trust’s Secretary, at the address of the principal executive offices
of the Trust (c/o Baillie Gifford Overseas Limited, Calton Square,
1 Greenside Row, Edinburgh, United Kingdom EH1 3AN). The
recommendation must include:
—

biographical information regarding the candidate, the
number of shares of the Fund owned of record and
beneﬁcially by the candidate (as reported to the
recommending shareholder by the candidate), any other
information regarding the candidate that would be required
to be disclosed if the candidate were a nominee in a proxy
statement or other ﬁling required to be made in connection
with solicitation of proxies for election of directors pursuant
to Section 14 of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), and the rules and
regulations promulgated thereunder, and whether the
recommending shareholder believes that the candidate is or
will be an “interested person” of the Trust, and, if not an
“interested person,” information regarding the candidate
that will be sufficient for the Trust to make such
determination;

—

the written and signed consent of the candidate to be named
as a nominee and to serve as a Trustee if elected;

—

the recommending shareholder’s name as it appears on the
Trust’s books;

—

the number of all shares of the Fund owned beneﬁcially and
of record by the recommending shareholder; and

—

a description of all arrangements or understandings between
the recommending shareholder and the candidate and any
other person or persons (including their names) pursuant to
which the recommendation is being made by the
recommending shareholder.
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In addition, the Nominating and Governance Committee may
require the candidate to furnish such other information as it may
deem necessary or appropriate to determine the eligibility of
such candidate to serve as a Trustee of the Trust. The
Nominating and Governance Committee considers and evaluates
nominee candidates properly submitted by shareholders on the
same basis as it considers and evaluates candidates
recommended by other sources. The Nominating and
Governance Committee has full discretion to reject nominees
Name and
Year of
Birth(1)

Position(s)
Held with
Trust

Independent Trustees
Howard
Trustee
W. Chin
1952

Pamela M. J.
Cox
1952

Trustee

recommended by shareholders, and there is no assurance that it
will determine to nominate any person, even if properly
recommended and considered in accordance with this
paragraph.
The following table sets out information on each of the Trustees,
including an overview of the considerations that led the Board to
conclude that each individual currently serving as a Trustee
should serve as a Trustee.

Length of
Time
Served as
Trustee

Principal
Occupation and
Other
Directorships
Held During
Past 5 Years(2)

Considerations relevant to
appointment as Trustee
(see also “Trustees and Trust
Officers–Trustee Appointments”
above)

Since
2015

Retired.
Formerly:
Managing
Director,
Investments,
Guardian Life
Insurance
(ﬁnancial
services).

Howard W. Chin has over 25 years
of professional experience in the
asset management industry. Most
recently, as Managing Director of
Fixed Income Securities at Guardian
Life Insurance Company of America
until 2013, Mr. Chin was responsible
for managing multi-billion dollar
structured products portfolios for
Guardian’s mutual funds, and
general account. In addition,
Mr. Chin was a member of the
Investment Committee that
determined Guardian’s asset
allocation among the various ﬁxed
income sectors.

Since
2017

Retired.
Formerly: Senior
Associate (nonresident), CSIS
(think tank);
Senior Vice
President; Vice
President East
Asia, World Bank
Group
(international
bank & ﬁnancial
services).

Pamela M. J. Cox has over 30 years
of professional experience in the
World Bank Group, providing
investment project ﬁnancing,
especially in emerging markets. At
the time of her retirement in 2013,
she was Senior Vice President,
leading strategy and business
development. She previously held
positions as Vice President East
Asia and Vice President Latin
America, overseeing business
strategy, operations, client
relationships, policy formulation and
governance.

Dollar range(3)
of Shares
held in the
Fund (USD)

Aggregate Dollar
Range(3) of
Shares held in
all Series Funds
(USD)

17

None

Over $100,000

17

None

Portfolios
in Trust
overseen
by
Trustee

$10,000-$50,000
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Name and
Year of
Birth(1)

Position(s)
Held with
Trust

Length of
Time
Served as
Trustee

Bruce C.
Long
1945

Trustee,
Chair of the
Nominating
and
Governance
Committee

Since
2009

Robert E.
Rigsby
1949

Trustee,
Chair of the
Audit
Oversight
Committee

Donald P.
Sullivan Jr.
1954

Trustee

Portfolios
in Trust
overseen
by
Trustee

Dollar range(3)
of Shares
held in the
Fund (USD)

Principal
Occupation and
Other
Directorships
Held During
Past 5 Years(2)
Global Financial
Consultant.

Considerations relevant to
appointment as Trustee
(see also “Trustees and Trust
Officers–Trustee Appointments”
above)

Aggregate Dollar
Range(3) of
Shares held in
all Series Funds
(USD)

Bruce C. Long has over 50 years of
professional experience in the
securities, insurance, banking, trust
company, and investment
management industries. Currently,
Mr. Long is a consultant for
international clients in the ﬁnancial
services industry with global
distribution. Until 2008, Mr. Long was
Executive Vice President of
Guardian Life Insurance Company
of America and President of The
Guardian Insurance & Annuity
Company, Inc., overseeing all
registered products manufacturing
and distribution.

17

None

Over $100,000

Since
2014

Retired.
Formerly:
President &
COO, Delivery
Business at
Dominion
Energy, Inc.
(electric and gas
energy
company).

Robert E. Rigsby has 30 years of
broad professional experience in the
energy industry. At the time of his
retirement in 2002, he was President
and COO of the Delivery Business
at Dominion Energy, Inc. He
previously held positions of
Executive Vice President, Senior
Vice President Finance & Controller,
Vice President Human Resources,
and Vice President Information
Systems. Since his retirement,
Mr. Rigsby has held leadership
positions on the governing boards of
two universities and several
foundations.

17

None

Over $100,000

Since
2020

Retired.
Formerly: Senior
Vice President,
Agency
Distribution,
Guardian Life
Insurance
(ﬁnancial
services).

Donald P. Sullivan Jr. has over
38 years of professional experience
in the banking, securities, and
ﬁnancial services industries. At the
time of his retirement in 2015, he
was Senior Vice President of
Agency Distribution at Guardian Life
Insurance Company of America
responsible for the growth and
development of the National Career
Agency Distribution Network. He
previously served as President of
Park Avenue Securities, Guardian’s
broker-dealer and registered
investment adviser, overseeing
product, compliance, operations,
and strategy, as well as internal and
external relationships.

17

None

None
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Name and
Year of
Birth(1)

Principal
Occupation and
Other
Directorships
Held During
Past 5 Years(2)
Interested Trustee (as deﬁned in the 1940 Act) (2)
David W.
Trustee,
Since
Partner, Baillie
Salter
Chair of the
2016
Gifford & Co.
1975
Board,
(investment
President.
adviser); CEO &
Formerly,
Chairman, Baillie
Vice
Gifford Funds
President.
Services LLC
(broker-dealer).

(1)
(2)

(3)

Position(s)
Held with
Trust

Length of
Time
Served as
Trustee

Considerations relevant to
appointment as Trustee
(see also “Trustees and Trust
Officers–Trustee Appointments”
above)

Portfolios
in Trust
overseen
by
Trustee

David Salter has 22 years of
professional experience in the
investment management and
ﬁnancial services industries. As
CEO and Chairman of Baillie Gifford
Funds Services LLC and a Partner
of the Manager’s parent ﬁrm, Baillie
Gifford & Co., Mr. Salter is also
involved in the oversight of products
offered by Baillie Gifford Funds
Services LLC and oversight of the
operations of the Manager.

17

Dollar range(3)
of Shares
held in the
Fund (USD)

Aggregate Dollar
Range(3) of
Shares held in
all Series Funds
(USD)

None

None

The address of each Trustee and officer of the Trust is c/o Ropes & Gray LLP, Prudential Tower, 800 Boylston Street Boston, MA 02199.
Previous positions during the past ﬁve years with Baillie Gifford & Co., the Manager and Baillie Gifford Group are omitted if not materially different
from the positions listed.
Values given are as of December 31, 2019.

Five of the Trustees are not “interested persons” (as that term is deﬁned in the 1940 Act) of the Trust (“Independent Trustees”).
One Trustee, who serves as Chair of the Board, is an “interested person” of the Trust by reason of his affiliation with the Manager
and his role as an officer of the Trust. The Trust does not have a lead independent trustee. The Board reviews its leadership structure
periodically and believes that its structure is appropriate to enable the Board to oversee the Fund, after taking into account the
characteristics of the Fund and its investment strategies and policies. For a discussion of the Board’s role in risk oversight of the Fund,
please see “Manager—Oversight by the Board” below.
There is no stated term of office for the Trustees and a Trustee may serve until such Trustee reaches the age of 75 years. Thereafter,
such Trustee offers to tender his or her resignation from the Board, and the Nominating and Governance Committee, at its discretion,
makes a recommendation to the Board whether to accept or reject such resignation annually. The Chair of the Board and the officers of
the Trust, including the President of the Trust, are elected annually by the Board.
To the Trust’s knowledge, as of December 31, 2019, none of the Independent Trustees or their immediate family members owned
securities in the Manager or Baillie Gifford Funds Services LLC (the “Distributor” or “BGFS”), nor did they own securities in any entity
directly or indirectly controlling, controlled by or under common control with the Manager or the Distributor.
Trustee Meetings
The Board meets periodically throughout the year to oversee the Trust’s activities, review contractual arrangements with certain service
providers, monitor compliance with regulatory requirements, and, through its Performance Committee, review performance.
Committees
The Board has four standing committees, as follows:
Committee
Audit Oversight
Committee

Functions
Oversees the Trust’s accounting and ﬁnancial reporting policies
and practices, its internal controls, and the quality and
objectivity of the Trust’s ﬁnancial statements. Acts as liaison
between the Trust’s independent registered public accounting
ﬁrm and the Board.

Membership
Independent
Trustees only

Chair
Mr. Rigsby

Meetings during
last ﬁscal year(1)
5

Nominating and
Governance Committee

Identiﬁes, evaluates and recommends candidates to serve as
Independent Trustees(2) and reviews the composition of the
Board. Reviews and recommends Independent Trustee
compensation.

Independent
Trustees only

Mr. Long

4

Performance Committee

Enhances the communication between the Manager and the
Independent Trustees regarding Fund performance. Discusses
Fund performance matters relating to the most recent quarter
and for such other purposes as the Performance Committee
may determine.

All Trustees

No chair

4
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Committee
Valuation Committee

(1)
(2)

Functions
Overall responsibility for overseeing the valuation of the Fund’s
investments.

Membership
All Trustees

Chair
No chair

Meetings during
last ﬁscal year(1)
0

Information is provided for the ﬁscal year ended April 30, 2020.
The Nominating and Governance Committee will consider nominees recommended by shareholders. For a description of the procedures to be
followed by security holders to submit recommendations, see “Trustees and Trust Officers—Trustee Nominations by Shareholders” above.

Trustee Compensation
The following table sets forth a summary of the compensation paid to each Trustee for services rendered as a Trustee and, if
applicable, committee chair, for the ﬁscal year ended April 30, 2020. The Trust pays no compensation to its officers and interested
Trustee of the Trust. Each Independent Trustee receives a retainer fee of $106,000. The chairs of the Audit Oversight Committee and
the Nominating and Governance Committee receive additional compensation of $10,000 and $3,500, respectively.

Independent Trustee Compensation from the Fund
Total Compensation from all Series Funds of the Trust(1)(2)
(1)

(2)

Howard W. Chin, Pamela M. J. Cox,
Bruce C. Long, Robert E. Rigsby,
Trustee
Trustee Trustee and Chair Trustee and Chair
of the Nominating
of the Audit
and Governance
Oversight
Committee
Committee
$106.49
$106.49
$110.13
$116.91
$102,000.00
$102,000.00
$105,500.00
$112,000.00

All Trustees receive reimbursements for reasonable expenses related to their attendance at the meetings of the Board or committees, which are
not included in the amounts shown. The amounts shown indicate the aggregate compensation paid to the Trustees for their service on the Board
of the Trust and its series. For the ﬁscal year ending April 30, 2020, no Trustee is expected to accrue pension or retirement beneﬁts as part of the
Trust’s expenses, and no Trustee is expected to receive annual beneﬁts upon retirement.
This total includes compensation from other Series Funds of the Trust, which are not offered through this Prospectus or this SAI.

Trust Officers
The following table sets out the officers of the Trust, their principal occupations during the last ﬁve years, and certain other information.
Name and Year of
Position(s) Held with
Length of
Birth(1)
Trust
Time Served(2) Principal Occupation During Past 5 Years(3)
Officers (other than officers who are also Trustees)
Andrew Telfer
Vice President
Since 2008
Managing Partner, Baillie Gifford & Co.
1967
Michael Stirling-Aird
1977

Vice President

Since 2012

Client Service Director, Baillie Gifford Overseas Limited.

Julie Paul
1975

Vice President

Since 2012

Manager, North American Funds Operations Department, Baillie Gifford & Co.

Tim Campbell
1975

Vice President

Since 2014

Partner, Baillie Gifford & Co.; Manager, Baillie Gifford International LLC with
oversight of marketing performed in North America.

Lindsay Cockburn
1978

Treasurer

Since 2015

Manager, North American Funds Operations Department, Baillie Gifford & Co.

Graham Laybourn
1966

Vice President

Since 2018

Partner, Baillie Gifford & Co.

Suzanne Quinn
1979

Chief Compliance
Officer and AML
Compliance Officer

Since 2018

Manager, Compliance Department, Baillie Gifford & Co.

Evan Delaney
1969

Chief Risk Officer

Since 2013

Partner, Baillie Gifford & Co.; Group Chief Risk Officer, Director of Business Risk
and Internal Audit, Baillie Gifford Group.

Gareth Griffiths
1973

Secretary and Chief
Legal Officer

Secretary
since 2015;
Chief Legal
Officer since
2017

Senior Legal Counsel for Baillie Gifford & Co.

Lesley-Anne Archibald
1988

Vice President

Since 2017

Manager, North American Funds Operations Department, Baillie Gifford & Co.

(1)
(2)
(3)

The address of each officer of the Trust is c/o Baillie Gifford Funds, Calton Square, 1 Greenside Row, Edinburgh, United Kingdom EH1 3AN.
The officers of the Trust are elected annually by the Board.
Previous positions during the past ﬁve years with Baillie Gifford & Co., the Manager and Baillie Gifford Group are omitted if not materially different
from the positions listed.
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Trust Officer Compensation
The Trust currently pays no compensation to officers of the Trust.
Trustee and Trust Officer Liability
The Declaration of Trust provides that the Trustees will not be liable for errors of judgment or mistakes of fact or law. However, nothing
in the Declaration of Trust protects a Trustee against any liability to which the Trustee would otherwise be subject by reason of willful
misfeasance, bad faith, gross negligence or reckless disregard of the duties involved in the conduct of his or her office.
The Trustees and officers of the Trust are indemniﬁed by the Trust for any and all liabilities and expenses actually and reasonably
incurred in any proceeding brought or threatened against a Trustee or officer by reason of any alleged act or omission as Trustee or
officer, unless such person did not act in good faith in the reasonable belief that such action was in the best interests of the Trust, under
the Declaration of the Trust and the Bylaws of the Trust. No officer or Trustee may be indemniﬁed against any liability to the Trust or the
Trust’s shareholders to which such person would otherwise be subject by reason of willful misfeasance, bad faith, gross negligence or
reckless disregard of the duties involved in the conduct of his or her office.
Investment in the Fund by Trust, Manager and Distributor Personnel
The Trust, the Manager and the Distributor have each adopted a code of ethics pursuant to Rule 17j-1 of the 1940 Act. This code of
ethics permits personnel of the Trust, the Manager and the Distributor to invest in securities, including securities that may be purchased
or held by the Fund, subject to restrictions.
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Manager
The Manager is a wholly-owned subsidiary of Baillie Gifford &
Co., which is generally engaged in the business of investment
management. Both the Manager and Baillie Gifford & Co. are
authorized and regulated in the U.K. by the Financial Conduct
Authority. The Manager and its affiliates are referred to herein as
the “Baillie Gifford Group.”
Oversight by the Board
The Board oversees the Manager, including by overseeing the
following activities of the Manager:
—

—

Risk Management. As part of this process, the Board
receives a report from, and meets periodically with, the
Trust’s chief risk officer. The Board and the Performance
Committee also meet periodically with representatives of the
Manager to receive reports regarding the management of
the Fund, including their investment risks.
Compliance with Relevant Laws. To assist this process,
the Board meets periodically with the Fund’s chief
compliance officer and receives reports regarding the
compliance of the Fund and the Manager with the federal
securities laws and the Fund’s own compliance policies and
procedures.

—

Financial Accounting and Reporting. The Board, either
itself or through its committees, meets periodically with
officers of the Trust and representatives from the Manager
and the auditor of the Fund, to review and consider the
ﬁnancial accounting and reporting of the Fund.

—

All Management activities. In the course of providing
oversight, the Board meets periodically with officers of the
Trust and representatives from the Manager, and receives a
broad range of reports on the Fund’s activities, including
regarding the Fund’s investment portfolio.

—

Appointment of the Manager. The Board also reviews the
appointment of the Manager at least annually. The basis for
the most recent report is set out in the most recent annual
accounts of the Fund.

Management Services
The Manager serves as the investment manager of the Fund
under an amended and restated investment advisory agreement
dated January 1, 2015, as amended from time to time (the
“Advisory Agreement”).
Responsibilities
Under the Advisory Agreement, the Manager manages the
investment and reinvestment of the assets of the Fund and
generally administers its affairs, subject to oversight by the Board
as described above. The Manager also furnishes, at its own
expense, all necessary office space, facilities and equipment,
services of executive and other personnel of the Fund and
certain administrative services.

Investment Advisory Fee
For these services, the Advisory Agreement provides that the
Fund pays the Manager an investment advisory fee. This fee is
based on a percentage of the Fund’s average daily net assets
and is paid quarterly.
For the ﬁscal year ended April 30, 2020, the Fund paid $35,878
in advisory fees to the Manager. For the period from December 4,
2018 to April 30, 2019, the Fund paid $13,666 in advisory fees to
the Manager.
The advisory fee paid by the Fund under the Advisory Agreement
is calculated and accrued daily on the basis of the annual rate
noted below and expressed as a percentage of the Fund’s
average daily net assets:

Average Daily Net Assets
of the Fund (billions)
$0 - $2
>$2 - $5
Above $5
(a)

Annual Advisory Fee Rate
at Each Asset Level
(percentage of the Fund’s
average daily net assets)(a)
0.33%
0.29%
0.27%

The Manager has contractually agreed to waive a portion of its
advisory fee with respect to the Fund from May 1, 2020 until May 1,
2022, such that the effective base advisory fee under the Fund’s
Advisory Agreement shall be calculated at an annual rate equal to
0.08% for average daily net assets of the Fund up to $2 billion,
0.06% for average daily net assets of the Fund over $2 billion and
up to $5 billion, and 0.05% for average daily net assets of the Fund
over $5 billion. This temporary advisory fee waiver may only be
terminated by the Board of Trustees of the Trust. This temporary
advisory fee waiver will be given effect independently of the
application of the Affiliated Fund Waiver (deﬁned below).

Investment Advisory Fee Waivers
In order to limit the expenses of the Fund, the Manager has
contractually agreed to waive its fees and/or bear other expenses
of the Fund to the extent that the Fund’s total annual operating
expenses (excluding taxes, sub-accounting expenses, acquired
fund fees and expenses and extraordinary expenses) attributable
to Class K or Institutional Class shares exceed an amount equal
to a certain annual rate of the Fund’s average daily net assets
minus any amount waived under the Affiliated Fund Waiver
(deﬁned below) attributable to such class.
The Manager has contractually agreed to irrevocably waive a
portion of its management fee in an amount equal to 100% of
the management fee paid by any Affiliated Acquired Fund with
respect to Fund assets invested in such Affiliated Acquired Fund
(the “Affiliated Fund Waiver”). For purposes of this waiver,
“Affiliated Acquired Fund” means any pooled investment
vehicle managed by the Manager or by any entity controlling,
controlled by or under common control with the Manager,
provided that, with respect to the class in which the Fund invests,
the pooled investment vehicle pays a management fee. These
waivers are described in the Prospectus under “Fund
Management.”
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How to Change the Investment Advisory Agreement
The Advisory Agreement may be amended in a manner
consistent with the 1940 Act. Amendments to the Advisory
Agreement will require shareholder approval, unless (a) the
amendments do not increase the compensation of the Manager
or otherwise fundamentally alter the relationship of the Trust with
the Manager and (b) the amendments are approved by the
requisite majority of the Trustees who are not parties to the
agreement or interested persons (as deﬁned in the 1940 Act) of
any such party.
Term of Manager’s Appointment
The Advisory Agreement will continue in effect for two years from
its date of execution. After this two year period, it will continue if
its continuance is approved at least annually by:
—

the Board or by vote of a majority of the outstanding voting
securities of the relevant Fund; and

—

vote of a majority of the Trustees who are not “interested
persons” of the Trust, as that term is deﬁned in the
1940 Act, cast in person at a meeting called for the purpose
of voting on such approval.

The Advisory Agreement may be terminated without penalty by:
—

—

vote of the Board or by vote of a majority of the outstanding
voting securities of the relevant Fund, upon sixty days’
written notice; or
the Manager upon sixty days’ written notice.

The Advisory Agreement also terminates automatically in the
event of its assignment.
Manager Liability
The Advisory Agreement provides that the Manager shall not be
subject to any liability in connection with the performance of its
services thereunder in the absence of willful misfeasance, bad
faith, gross negligence or reckless disregard of its obligations
and duties.
Other Clients
The Manager acts as investment adviser to numerous other
corporate and ﬁduciary clients. Certain officers and the interested
Trustee of the Trust also serve as officers, directors and Trustees
of other investment companies and clients advised by the
Manager.
These other investment companies and clients sometimes invest
in securities in which the Fund also invests. If the Fund and such
other investment companies or clients desire to buy or sell the
same portfolio securities at the same time, purchases and sales

may be allocated, to the extent practicable, on a pro rata basis in
proportion to the amounts desired to be purchased or sold for
each. It is recognized that in some cases the practices described
in this paragraph could have a detrimental effect on the price or
amount of the securities which the Fund purchases or sells. In
other cases, however, it is believed that these practices may
beneﬁt the Fund. It is the opinion of the Board that the desirability
of retaining the Manager as adviser for the Fund outweighs the
disadvantages, if any, which might result from these practices.
Administration and Supervisory Services
Responsibilities
Pursuant to an administration and supervisory agreement, the
Manager is responsible for furnishing certain administration
services to Institutional Class and Class K shareholders as well
as coordinating, overseeing and supporting services provided to
Institutional Class and Class K shareholders by third parties.
Fee
For these services, the administration and supervisory
agreement provides that Class K and Institutional Class each
pays the Manager an administration and supervisory fee. This
fee is based on a ﬁxed percentage, 0.17%, of the Fund’s average
daily net assets and is paid quarterly.
For the ﬁscal year ended April 30, 2020, the Fund paid $18,482
in administration and supervisory fees to the Manager. For the
period from December 4, 2018 to April 30, 2019, the Fund paid
$7,040 in administration and supervisory fees to the Manager.
Investment Decisions by Portfolio Managers
Investment decisions made by the Manager for the Fund are
made by a team of portfolio managers organized for that
purpose.
Portfolio Manager Conﬂicts of Interest
In addition to managing the Fund, individual portfolio managers
are commonly responsible for managing other registered
investment companies, other pooled investment vehicles and/or
other accounts. These other types of accounts may have similar
investment strategies to the Fund.
For a description of potential conﬂicts of interest that may arise in
connection with the portfolio managers’ management of the Fund
and the portfolio managers’ management of other types of
accounts please see “Principal Investment Risks—Conﬂicts of
Interest Risk” in the Prospectus.
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Other Accounts
The following table shows information regarding other accounts managed by the portfolio managers as of April 30, 2020:
Account Type

Total Accounts

Total Assets in
Accounts (US$M)

Where advisory fee is based
on account performance
Accounts

Assets in Accounts (US$M)

Baillie Gifford Multi Asset Fund
Felix Amoako
Registered Investment Companies
Other Pooled Investment Vehicles
Other Accounts

0
20
0

0
8,309
0

0
0
0

0
0
0

Nicoleta Dumitru
Registered Investment Companies
Other Pooled Investment Vehicles
Other Accounts

0
15
0

0
7,012
0

0
0
0

0
0
0

Scott Lothian
Registered Investment Companies
Other Pooled Investment Vehicles

0
15

0
7,012

0
0

0
0

0

0

0

0

David McIntyre
Registered Investment Companies
Other Pooled Investment Vehicles
Other Accounts

0
15
0

0
7,012
0

0
0
0

0
0
0

James Squires
Registered Investment Companies
Other Pooled Investment Vehicles
Other Accounts

0
15
0

0
7,012
0

0
0
0

0
0
0

Other Accounts

As of April 30, 2020, none of the portfolio managers listed in the above table owned beneﬁcially any equity securities of the Fund or
managed any accounts where the advisory fee was based on account performance.
Proxy Voting
The Trust has delegated to the Manager responsibility for the
voting of proxies with respect to voting securities held by the
Fund. The Manager does not use an automated voting service.
Voting Guidelines
The Manager has adopted the Governance and Sustainability
Principles and Guidelines (the “Guidelines”) to vote proxies
related to securities held by the Fund.
The Guidelines are developed and administered by the
Governance & Sustainability Team of the Baillie Gifford Group.
This Governance & Sustainability Team sits alongside the
investment teams and is responsible for the voting of proxies.
The head of the Governance & Sustainability Team jointly reports
to an investment partner of Baillie Gifford & Co., the parent of the
Manager, and to the senior investment committee of the
Investment Management Group of the Baillie Gifford Group (the
“IMG”).

The Guidelines articulate the Manager’s approach to governance
and sustainability matters including the following areas:
—

Board Effectiveness and Composition

—

Capital Allocation

—

Governance Processes and Disclosure

—

Remuneration

—

Sustainability.

The Manager recognizes that given the range of markets in
which the Fund invests, one set of standards is unlikely to be
appropriate. The Guidelines consequently take an issues based
approach covering standards from a global perspective.
Pragmatic & Flexible Approach
The Manager recognizes that companies within particular
markets operate under signiﬁcantly differing conditions. The
Guidelines are intended to provide an insight into how the
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Manager approaches voting and engagement on behalf of
clients with it being important to note that the Manager assesses
every company individually. With respect to voting, the Manager
will evaluate proposals on a case-by-case basis, based on what it
believes to be in the best long-term interests of clients, rather
than rigidly applying a policy.
In evaluating each proxy, the Governance & Sustainability Team
follows the Guidelines, while also considering third party analysis,
the Manager’s and its affiliates own research and discussions
with company management.
The Governance & Sustainability Team oversees voting analysis
and execution in conjunction with the investment teams.
The Manager may elect not to vote on certain proxies. While the
Manager endeavors to vote the Fund’s shares in all markets, on
occasion this may not be possible due to a practice known as
share blocking, whereby voting shares would result in prevention
from trading for a certain period of time. When voting in these
markets, the Manager assesses the beneﬁts of voting clients’
shares against the relevant restrictions. The Manager may also
not vote where it has sold out of a stock following the record
date.
Conﬂicts of Interest
The Manager recognizes the importance of managing potential
conﬂicts of interest that may exist when voting a proxy solicited
by a company with whom the Baillie Gifford Group has a material
business or personal relationship. The Governance &
Sustainability Team of the Baillie Gifford Group is responsible for
monitoring possible material conﬂicts of interest with respect to
proxy voting.
In most instances, applying the Guidelines to vote proxies will
adequately address any possible conﬂicts of interest.
Proxy votes that involve a potential conﬂict of interest are
managed in line with the Manager’s Conﬂicts of Interest Policy
and, where additional oversight is appropriate, the Governance &
Sustainability Team report the conﬂict to the IMG for discussion.
The IMG, which comprises several senior Baillie Gifford & Co.
partners, will review the voting rationale, consider whether
business relationships between Baillie Gifford and the company
have inﬂuenced the proposed vote and decide the course of
action to be taken in the best interest of clients.
Further Information
Information regarding how the Fund voted proxies relating to
portfolio securities during the most recent 12-month period ended
June 30 is available without charge upon request by:
—

calling toll-free, 1-844-394-6127; or

—

by accessing the Fund’s Form N-PX on the SEC’s website at
http://www.sec.gov.

Investment Process
Best Execution
In placing orders for the purchase and sale of portfolio securities
for the Fund, the Manager seeks to obtain the best price and
execution.

Under a participating affiliate arrangement, the Manager may
borrow personnel and resources from its affiliate, Baillie Gifford
Asia (Hong Kong) Limited, to execute trades for the Fund. Under
normal circumstances, this arrangement will be utilized for
executing trades in relation to Asia-Paciﬁc securities. However,
the Manager may also utilize this arrangement for non-AsiaPaciﬁc securities.
Use of Brokers or Dealers for Unlisted Investments
The use of brokers or dealers for unlisted investments is based
on the most favorable price which can be obtained for the Fund.
Transactions in unlisted securities are carried out directly with
company management when they are issuing primary equity. On
occasion investment banks can be engaged as advisers in the
trade but the monies are generally paid direct to the company. If,
in the judgment of the Manager, a more favorable price can be
obtained by carrying out such transactions through other brokers
or dealers, the trading desk will direct the trade through brokerdealers who make the primary market for such securities.
Selection of Brokers or Dealers
Broker selection for trading is determined entirely by the
requirement to achieve best execution for the Fund.
The Manager selects only brokers or dealers which it believes
are ﬁnancially responsible, will provide efficient and effective
services in executing, clearing and settling an order and will
charge commission rates which, when combined with the quality
of the foregoing services, will produce best execution for the
transaction. This does not necessarily mean that the lowest
available brokerage commission will be paid. However, the
commissions are believed to be competitive with generally
prevailing rates. The Manager will use its best efforts to obtain
information as to the general level of commission rates being
charged by the brokerage community from time to time and will
evaluate the overall reasonableness of brokerage commissions
paid on transactions by reference to such data. In making such
evaluation, all factors affecting liquidity and execution of the
order, as well as the amount of the capital commitment by the
broker in connection with the order, are taken into account.
Execution only approach
The Manager pays execution-only commission rates and does
not pay ‘bundled’ fees for brokerage and research. The Manager
assumes full responsibility for payment for non-execution
services from brokers, such as reports on economic and political
developments, industries, companies, securities, portfolio
strategy, account performance, daily prices of securities, stock
and bond market conditions and projections, asset allocation and
portfolio structure, but also meetings with analysts and
specialists. The receipt of such services does not factor in the
selection of brokers.
Foreign Currency Transactions – Custodians
Although the Manager executes certain foreign currency
transactions internally through its foreign currency trading desk,
the Manager may determine that:
—

certain transactions may not be most efficiently executed by
its trading desk. Such transactions may be administered by a
third party such as the Fund’s custodian. Such transactions
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tend to be in smaller amounts (for example, income
repatriation), and such transactions may be executed by
such third parties in accordance with standing instructions
received from the Manager; or
—

due to local market regulations, responsibility has to pass to
the client’s custodian for execution under standing
instruction.

Also, income received into the portfolios will automatically be
swept into U.S. dollars by means of standing instruction foreign
exchange carried out by the custodian.
Given the nature of such transactions and the general size of the
markets, the Manager has limited ability to analyze or review the
speciﬁc details and efficiency of trading in these amounts.
Directed Brokerage Transactions
During the Fund’s most recently completed ﬁscal year, the Fund
did not direct any brokerage transactions.
Brokerage Commissions
As mentioned above, the Manager pays execution-only
commission rates for trading. The Manager believes this helps to
mitigate any potential conﬂicts of interest that might arise from
the purchase of two sets of services paid out of the Fund’s
dealing commission.
Research services permitted to be paid from client dealing
commissions under Section 28(e) (the ‘safe harbor’) of the
Exchange Act are now paid for directly by the Manager under
separate agreements with brokers.
For the ﬁscal year ended April 30, 2020, the Fund paid $1,452.46
in brokerage commissions. For the period from December 4,
2018 to April 30, 2019, the Fund paid $908.53 in brokerage
commissions.
Affiliated Broker-Dealers
The Fund has not paid any brokerage commissions to affiliated
broker/dealers during any completed ﬁscal year.
Regular Broker or Dealer
During the ﬁscal year ended April 30, 2020, the Fund acquired
securities issued by Citigroup, a regular broker or dealer or a
parent company of a regular broker or dealer of the Fund during
the Fund’s most recent ﬁscal year. The aggregate value of the
securities of Citigroup held as of the ﬁscal year ended April 30,
2020 was $14,817.
Portfolio Turnover
The buying and selling of the securities held by the Fund is
known as “portfolio turnover”. Higher portfolio turnover involves
correspondingly greater expenses to the Fund, including
brokerage commissions or dealer mark-ups and other transaction
costs on the sale of securities and reinvestments in other
securities. The higher the rate of portfolio turnover of the Fund,
the higher these transaction costs borne by the Fund generally
will be. Such sales may result in realization of taxable capital
gains (including short-term capital gains which are generally
taxed to individual shareholders at ordinary income tax rates
when distributed net of short-term capital losses and net long-

term capital losses), and may adversely impact the Fund’s aftertax returns. See the “Tax” section below.
For the ﬁscal year ended April 30, 2020, the Fund’s portfolio
turnover rate was 59% of the average value of its portfolio. For
the period from December 4, 2018 to April 30, 2019, the Fund’s
portfolio turnover rate was 14% of the average value of its
portfolio. The portfolio turnover rate for the Fund’s most recent
ﬁscal year was higher than the portfolio turnover rate for the
Fund’s prior ﬁscal period due to the most recent ﬁscal year
covering a full year of portfolio movement.
Payments to Financial Intermediaries
It is expected that Institutional Class shares of the Fund will
make payments, or reimburse the Manager or its affiliates for
payments it makes, to ﬁnancial intermediaries (“Financial
Intermediaries”) that provide certain administrative,
recordkeeping, and account maintenance services to beneﬁcial
owners of Fund shares. The amount of such payments and/or
reimbursement is currently capped by resolution of the Board.
The amount of such payments and/or reimbursement and the
manner in which it is calculated are reviewed by the Trustees
periodically. The Fund may enter into certain agreements with
Financial Intermediaries that require payments for sub-transfer
agency services in excess of the Board approved cap on
payments and/or reimbursements to Financial Intermediaries. In
such instances the Manager will pay, out of its own proﬁts, the
difference between the amount due under the agreement with the
Financial Intermediary and the cap on such payments and/or
reimbursements approved by the Board.
Financial Intermediaries are ﬁrms that sell shares of mutual
funds, including the Fund, for compensation and/or provide
certain administrative and account maintenance services to
mutual fund investors. Financial Intermediaries may include,
among others, brokers, ﬁnancial planners or advisers, banks, and
insurance companies.
In some cases, a Financial Intermediary may hold its clients’
Fund shares in nominee name. Shareholder services provided by
a Financial Intermediary may (though they will not necessarily)
include, among other things: processing and mailing trade
conﬁrmations, periodic statements, prospectuses, annual reports,
semiannual reports, shareholder notices, and other SEC-required
communications; capturing and processing tax data; issuing and
mailing dividend checks to shareholders who have selected cash
distributions; preparing record date shareholder lists for proxy
solicitations; collecting and posting distributions to shareholder
accounts; and establishing and maintaining systematic
withdrawals and automated investment plans and shareholder
account registrations.
The compensation paid by the Fund or the Manager or its
affiliates to a Financial Intermediary is typically paid continually
over time, during the period when the Financial Intermediary’s
clients hold investments in the Fund. The amount of continuing
compensation paid by the Fund or the Manager or its affiliates to
different Financial Intermediaries for shareholder services varies.
The compensation is typically a percentage of the value of the
Financial Intermediary’s clients’ investments in the Fund or a per
account fee. The variation in compensation may, but will not
necessarily, reﬂect enhanced or additional services provided by
the Financial Intermediary.
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If payments to Financial Intermediaries by a mutual fund,
distributor or adviser for a particular mutual fund complex exceed
payments by other mutual fund complexes, your ﬁnancial adviser
and the Financial Intermediary employing him or her may have
an incentive to recommend that fund complex over others.
Please speak with your ﬁnancial adviser to learn more about the
total amounts paid to your ﬁnancial adviser and his or her ﬁrm by
the Distributor and its affiliates and by sponsors of other mutual
funds he or she may recommend to you. You should also consult
disclosures made by your Financial Intermediary at the time of
purchase.
If you are purchasing, selling, exchanging or holding Fund shares
through a program of services offered by a Financial
Intermediary, you may be required by the Financial Intermediary
to pay additional fees. You should contact the Financial
Intermediary for information concerning what additional fees, if
any, may be charged.
The Distributor, the Manager and/or their affiliates may make
payments to Financial Intermediaries for distribution, shareholder
servicing, marketing and promotional activities and related
expenses out of their proﬁts and other available sources,
including proﬁts from their relationships with the Funds. These
payments are not reﬂected as additional expenses in the fee
table contained in this Prospectus. The total amount of these
payments may be substantial, may be substantial to any given
recipient, and may exceed the costs and expenses incurred by
the recipient for any fund-related marketing or shareholder
servicing activities. The payments described in this paragraph
are often referred to as “revenue sharing payments.” Revenue
sharing arrangements are separately negotiated between the
Distributor, the Manager and/or their affiliates, and the recipients
of these payments.
Revenue sharing payments create an incentive for a Financial
Intermediary or its employees or associated persons to
recommend or sell shares of the Fund to you. Contact your
Financial Intermediary for details about revenue sharing
payments it receives or may receive. Revenue sharing payments,
as well as payments by the fund under the shareholder services
and distribution plan or for recordkeeping and/or shareholder
services, also beneﬁt the Manager, the Distributor and their
affiliates to the extent the payments result in more assets being
invested in the Fund on which fees are being charged.
Other Services
In relation to Class K and Institutional Class shares, the Trust, on
behalf of the Fund, has entered into an Administration and
Supervisory Agreement (the “Administration and Supervisory
Agreement”) with the Manager, under which the Manager has
agreed to provide certain administration and supervisory
services for the Fund.
The Trust has adopted a plan pursuant to Rule 12b-1 of the
1940 Act (the “Administration, Supervisory and SubAccounting Services Plan” or the “Plan”) to compensate
BGOL for administration and supervisory services and to
reimburse BGOL or its affiliates for payments they make to third
parties for sub-accounting services provided to Class K and
Institutional Class Shares of the Fund. The Administration and
Supervisory Fees collected by the Manager (as described in the
Prospectus under “Shares—Restrictions on Buying Shares”) are

for services that are not primarily intended to result in the sale of
Fund shares.
The Board has adopted the Plan to allow the Fund, the Manager
and its affiliates, including BGFS, to incur certain expenses that
might be considered indirect payments by the Fund for
distribution of Fund shares. Under the Plan, if the payment of
fees to the Manager, or other payments made by Institutional
Class shares of the Fund to Financial Intermediaries for
recordkeeping, sub-accounting, sub-transfer agency or other
services, should be deemed to constitute indirect ﬁnancing by the
Trust of the distribution of Fund shares, such payments are
authorized by the Plan. However, no distribution payments under
Rule 12b-1 have been authorized by the Board as of the date of
this SAI, and no distribution fees under Rule 12b-1 are currently
payable under the Plan. If the Board authorizes distribution
payments under Rule 12b-1 in the future for any class of the
Fund’s shares, the Manager or another service provider might
collect distribution fees under Rule 12b-1. This would also require
the Prospectus to be updated to reﬂect such additional fees.
The Manager and BGFS, directly or through an affiliate, may use
its fee revenue, past proﬁts, or other resources, without limitation,
to pay promotional and administrative expenses in connection
with the offer and sale of shares of the Fund. In addition, the
Manager and BGFS may use their respective resources,
including fee revenues, to make payments to third parties that
provide assistance in selling the Fund’s shares or to Financial
Intermediaries that render recordkeeping, sub-accounting subtransfer agency and other services, as described in greater detail
above under “Payments to Financial Intermediaries.”
The Plan has been approved by the Board in accordance with
Rule 12b-1. As required by Rule 12b-1, the Board carefully
considered all pertinent factors relating to the implementation of
the Plan prior to its approval and determined that there is a
reasonable likelihood that the Plan will beneﬁt the Fund and its
shareholders.
In accordance with the requirements of Rule 12b-1, the Manager
provides quarterly reporting to the Board regarding all payments
made by the Fund directly to Financial Intermediaries and to the
Manager under the Administration and Supervisory Agreement,
including reporting of the purposes for which such payments
were made. To the extent that the Plan gives the Manager or its
affiliates greater ﬂexibility in connection with the distribution of
shares of the Fund, additional sales of the Fund’s shares may
result.
Compensation
The portfolio managers’ compensation arrangements within the
Manager vary depending upon whether the individual is an
employee or partner of Baillie Gifford & Co.
Employees of Baillie Gifford & Co.
A portfolio manager’s compensation generally consists of:
—

base salary;

—

a company-wide all staff bonus;

—

a performance related bonus; and

—

the standard retirement beneﬁts and health and welfare
beneﬁts available to all Baillie Gifford & Co. employees.
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A portfolio manager’s base salary is determined by the
manager’s experience and performance in the role, taking into
account the ongoing compensation benchmark analyses, and is
generally a ﬁxed amount that may change as a result of an
annual review, upon assumption of new duties, or when a market
adjustment of the position occurs.
A portfolio manager’s performance related bonus is determined
by team and individual performance. Team performance will
generally be measured on investment performance over a three,
four or ﬁve year basis and is based on performance targets that
are set and reviewed annually by the Chief of Investment Staff.
Individual performance will be determined by the individual’s line
manager at the annual appraisal at which staff are assessed
against key competencies and pre-agreed objectives. The bonus
is paid on an annual basis.
A proportion of the performance related bonus is mandatorily
deferred. Currently recipients defer between 20% and 40% of
their performance related bonus. Awards will be deferred over a
period of three years and will be invested in a range of funds
managed by the Baillie Gifford Group.
Partners of Baillie Gifford & Co.
James Squires is a partner of Baillie Gifford & Co.
The remuneration of Baillie Gifford & Co. partners comprises
Baillie Gifford & Co. partnership proﬁts, which are distributed as:
—

base salary; and

—

a share of the partnership proﬁts.

The proﬁt share is calculated as a percentage of total
partnership proﬁts based on seniority and role within Baillie
Gifford & Co. The basis for the proﬁt share is detailed in the
Baillie Gifford & Co. Partnership Agreement.
The main staff beneﬁts such as pension schemes are not
available to partners and therefore partners provide for beneﬁts
from their own personal funds.
Partners in their ﬁrst few years additionally receive a bonus. The
bonuses are calculated in the same way as those for staff but
exclude the deferred element. A proportion of the bonus paid will
be retained to be used to buy capital shares in the partnership.
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Other Key Service Providers
Administrator – BNYM
The Bank of New York Mellon of 240 Greenwich, New York, NY,
10286, serves as the Fund’s administrator pursuant to the Fund
Administration and Accounting Agreement between the Trust, on
behalf of the Fund, and BNYM.

Trust Legal Counsel – Ropes & Gray LLP
Ropes & Gray LLP, of Prudential Tower, 800 Boylston Street,
Boston, MA 02199, is legal counsel to the Trust.
Independent Trustee Legal Counsel – Vedder Price P.C.
Vedder Price P.C., of 222 North LaSalle Street, Chicago, IL,
60601, is legal counsel to the independent trustees.

For the ﬁscal year ended April 30, 2020, the Fund paid $110,041
in administration fees to BNYM. For the period from December 4,
2018 to April 30, 2019, the Fund paid $17,081 in administration
fees to BNYM.
Custodian – BNYM
BNYM is also the Trust’s custodian. As such, BNYM or subcustodians acting at its direction hold in safekeeping certiﬁcated
securities and cash belonging to the Fund and, in such capacity,
are the registered owners of securities held in book entry form
belonging to the Fund.
Upon instruction, BNYM or such sub-custodians receive and
deliver cash and securities of the Fund in connection with Fund
transactions and collect all dividends and other distributions
made with respect to Fund portfolio securities.
Transfer Agent – BNY Mellon Investment Servicing (U.S.) Inc.
BNY Mellon Investment Servicing (U.S.) Inc., of 4400 Computer
Drive, Westborough, MA 01581, serves as the Trust’s transfer
agent, registrar and dividend disbursing agent.
Independent Registered Public Accounting Firm – Cohen &
Company, Ltd.
Cohen & Company, Ltd. serves as independent registered public
accounting ﬁrm to the Trust and conducts an annual audit of the
ﬁnancial statements of the Fund and provides other audit related
and tax services. The principal business address of Cohen &
Company, Ltd. is 1350 Euclid Ave., Suite 800, Cleveland,
Ohio 44115.
Underwriter – BGFS
Baillie Gifford Funds Services LLC, of 1 Greenside Row, Calton
Square, Edinburgh EH1 3AN, United Kingdom, a wholly-owned
subsidiary of the Manager, serves as the sole distributor and
principal underwriter of the shares of the Fund.
The Trust has entered into a distribution agreement with BGFS.
BGFS offers and sells shares to investors as agent of the Fund
either directly or through brokers, dealers and other ﬁnancial
institutions which enter into selling agreements with BGFS,
and/or the Trust. The distribution agreement provides that BGFS
will use all reasonable best efforts in connection with the
distribution of shares of the Fund. The Fund’s shares will be
offered on a continuous basis.
The Fund has not paid BGFS any underwriting commissions or
other compensation during any completed ﬁscal year.
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Shareholders
Principal Holders of Securities
A shareholder will be considered a “principal holder” of shares
if that shareholder owns of record or is known by the Trust to
own beneﬁcially 5% or more of any class of the Fund’s
outstanding shares. The principal holders as of July 31, 2020 are
listed in the table below. Each principal holder owns of record
and beneﬁcially, except as otherwise indicated.
The Trust believes that no other person or group owns of record
or beneﬁcially 5% or more of the shares of any class of the
Fund.
Investor

Investor Address

Baillie Gifford Multi Asset Fund
City of Austin Employees
6850 Austin Center Blvd,
Retirement System—
Suite 320, Austin, TX
Class K
78731-3154

Percentage
Ownership
of Class
66.02%

Baillie Gifford International
LLC—Institutional Class

780 Third Ave, 43rd Floor,
New York, NY 10017-2024

100.00%

Baillie Gifford International
LLC—Class K

780 Third Ave, 43rd Floor,
New York, NY 10017-2024

33.98%

Control Persons
A controlling person’s vote could have a more signiﬁcant effect on
matters presented to shareholders of the Fund for approval than
the vote of other shareholders of the Fund.
As of July 31, 2020, the name, address and percentage of
ownership of each person who may be deemed to be a “control
person” (as that term is deﬁned in the 1940 Act) of the Fund
because it owns greater than 25% of the outstanding shares,
either beneﬁcially or by virtue of its ﬁduciary or trust roles or
otherwise, is shown below. The Trust does not have knowledge in
every case as to whether all or any portion of shares owned of
record are also owned beneﬁcially.
Investor

Investor Address

Baillie Gifford Multi Asset Fund
Baillie Gifford International 780 Third Ave, 43rd Floor,
LLC
New York, NY 10017-2024
City of Austin Employees
Retirement System

6850 Austin Center Blvd,
Suite 320, Austin, TX
78731-3154

Percentage
Ownership
of the Fund
50.73%
49.27%

Management Ownership
As of July 31, 2020, the Trustees and officers of the Fund, as a
group, did not own any outstanding equity securities of the Fund.
Shareholder Rights
Rights to Dividends
Shareholders are entitled to dividends as declared by the Board,
and, in liquidation of the relevant Series’ portfolio, are entitled to
receive the net assets of the portfolio.
Voting Rights
Shareholders are entitled to vote at any meetings of
shareholders. The Trust does not generally hold annual meetings

of shareholders and will do so only when required by law. Special
meetings of shareholders may be called for purposes such as
electing or removing trustees, changing a fundamental
investment policy or approving an investment advisory
agreement. In addition, a special meeting of shareholders of the
Series will be held if, at any time, less than a majority of the
Trustees then in office have been elected by shareholders of the
Series.
Shareholders are entitled to one vote for each full share held, and
fractional votes for each fractional share held. Voting rights are
not cumulative.
Shareholders may vote in the election of Trustees and the
termination of the Trust and on other matters submitted to the
vote of shareholders, to the extent provided in the Declaration of
Trust.
On any matter affecting all shareholders, all shares shall be voted
together. Shareholders of all series vote together, irrespective of
series, on:
—

the election of Trustees;

—

the removal of Trustees;

—

the selection of the Trust’s independent registered public
accounting ﬁrm; and

—

amendments to the Declaration of Trust, unless the
amendment only: (i) changes the Trust’s name, responds to
or ensures compliance with applicable legislation or
regulation or cures technical problems in the Declaration of
Trust, (ii) establishes, changes or eliminates the par value of
any shares (currently all shares have no par value) or
(iii) issues shares of the Trust in one or more series, or
subdivides any series of shares into various classes of
shares with such dividend preferences and other rights as
the Board may designate.

For the purpose of electing Trustees, there will normally be no
meetings of shareholders except where, in accordance with the
1940 Act, (i) the Trust will hold a shareholders’ meeting for the
election of Trustees at such time as less than a majority of the
Trustees holding office have been elected by shareholders, and
(ii) if, as a result of a vacancy on the Board, less than two-thirds
of the Trustees holding office have been elected by the
shareholders, that vacancy may be ﬁlled only by a vote of the
shareholders.
In addition, Trustees may be removed from office by a written
consent signed by the holders of two-thirds of the outstanding
shares and ﬁled with the Trust’s custodian or by a vote of the
holders of two-thirds of the outstanding shares at a meeting duly
called for that purpose, which meeting shall be held upon the
written request of the holders of not less than 10% of the
outstanding shares.
Shareholders may wish to communicate with other shareholders
for the purpose of obtaining the signatures necessary to demand
a meeting to consider removal of a Trustee. The Trust has
undertaken to provide a list of shareholders or to disseminate
appropriate materials at the expense of the requesting
shareholders, upon receiving a written request by shareholders
having a net asset value constituting 1% of the outstanding
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shares of the Trust stating that such shareholders wish to
communicate with the other shareholders.
The Declaration of Trust provides for the perpetual existence of
the Trust. The Trust, may, however, be terminated at any time by
vote of at least two-thirds of the outstanding shares of the Trust.
Matters Affecting a Particular Series or Share Class
On matters only affecting a particular series or share class, only
shareholders of that series or class will be entitled to vote.
Rule 18f-2 under the 1940 Act provides in effect that a class shall
be deemed to be affected by a matter unless it is clear that the
interests of each class in the matter are substantially identical or
that the matter does not affect any interest of such class.
Consistent with the current position of the SEC, shareholders of
each series vote separately on matters requiring shareholder
approval, such as certain changes in fundamental investment
policies of that series or the approval of the investment advisory
agreement relating to that series.
Also, a separate vote shall be held whenever required by the
1940 Act or any rule thereunder.

Contractual Arrangements
The Trust enters into contractual arrangements with various
parties, including among others the Fund’s investment adviser,
custodian, transfer agent, and accountants, who provide services
to the Fund. Shareholders are not parties to any such contractual
arrangements, and those contractual arrangements are not
intended to and will not create in any shareholder any right to
enforce them directly against the service providers or to seek any
remedy under them directly against the service providers.
This SAI provides information concerning the Trust and the Fund
that you should consider in determining whether to purchase
shares of the Fund. Neither this SAI, nor the related Prospectus,
is intended, or should be read, to be or to give rise to an
agreement or contract between the Trust or the Fund and any
investor, or to give rise to any rights in any shareholder or other
person other than any rights under federal or state law that may
not be waived.
Distributions
It is generally the policy of the Fund to declare and pay out, at
least annually, dividends to its shareholders as follows:
—

Investment Company Taxable Income
The Fund will distribute substantially all of its investment
company taxable income (which, computed without regard to
the dividends-paid deduction, includes dividends and any
interest it receives from investments and the excess of net
short-term capital gain over net long-term capital loss, in
each case determined with reference to any loss
carryforwards).

Rights on termination
Upon termination of the Fund, whether pursuant to liquidation of
the Trust or otherwise, shareholders of the Fund are entitled to
share pro rata in the net assets of the Fund available for
distribution to shareholders.

—

Net Capital Gains
The Fund will distribute substantially all of its net capital
gains (that is, the excess of net long-term capital gains over
net short-term capital loss, in each case determined with
reference to any loss carryforwards), if any.

Tax Reporting
As required by federal law, federal tax information will be
furnished to applicable shareholders for each calendar year early
in the succeeding year.

The Fund may make such distributions more frequently as
determined by the Trustees of the Trust to the extent permitted
by applicable regulations.

Preemptive Rights
The shares of the Fund do not have any preemptive rights.
Trustee Nominations
Any shareholder may nominate a person to become a Trustee.
See “Trustees and Trust Officers—Trustee Nominations by
Shareholders” above.

Liability
Under Massachusetts law shareholders could, under certain
circumstances, be held personally liable for the obligations of the
Fund. However, the Declaration of Trust disclaims shareholder
liability for acts or obligations of the Fund and requires that notice
of such disclaimer be given in each agreement, obligation or
instrument entered into or executed by the Trust or the Trustees.
The risk of a shareholder incurring ﬁnancial loss on account of
that liability is considered remote since it may arise only in very
limited circumstances.
The Declaration of Trust provides for indemniﬁcation out of Fund
property for all loss and expense of any shareholder held
personally liable for the obligations of the Fund. Thus, the risk of
a shareholder incurring ﬁnancial loss on account of shareholder
liability is considered remote since it is limited to circumstances in
which the disclaimer is inoperative and the Fund itself would be
unable to meet its obligations.

Notwithstanding the foregoing, the Fund may determine to retain
investment company taxable income, so computed, subject to the
distribution requirements applicable to regulated investment
companies under the Code or net capital gain and pay the Fundlevel tax on any such retained amounts.
Distributions Are Payable in Shares
Except as provided below, distributions of income and capital
gain are generally payable in full and fractional shares of the
Fund, based upon the net asset value determined as of the close
of unrestricted trading on the NYSE on the record date for each
dividend or distribution.
Shareholders, however, may elect to receive their distributions in
cash. The election may be made at any time by submitting a
written request directly to the Trust. In order for a change to be in
effect for any dividend or distribution, it must be received by the
Trust ten days prior to such dividend or distribution.
Tax
The following discussion addresses certain U.S. federal income
tax considerations that may be relevant to investors that (a) are
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citizens or residents of the U.S., or corporations, partnerships, or
other entities created or organized under the laws of the U.S. or
any political subdivision thereof, or estates that are subject to
U.S. federal income taxation regardless of the source of their
income or trusts if (i) a court within the United States is able to
exercise primary supervision over the administration of the trust
and one or more U.S. persons have the authority to control all
substantial decisions of the trust or (ii) the trust has a valid
election in effect under applicable Treasury regulations to be
treated as a U.S. person, and (b) hold, directly or indirectly,
shares of the Fund as a capital asset (“U.S. shareholders”).
The following discussion provides only limited information about
the U.S. federal income tax treatment of shareholders that are
not U.S. shareholders, and it does not address the U.S. federal
income tax treatment of shareholders that are subject to special
tax regimes such as certain ﬁnancial institutions, insurance
companies, dealers in securities or foreign currencies, U.S.
shareholders whose functional currency (as deﬁned in
Section 985 of the Code) is not the U.S. dollar, persons investing
through deﬁned contribution plans and other tax-qualiﬁed plans,
and persons that hold shares in the Fund as part of a
“straddle,” “conversion transaction,” “hedge,” or other
integrated investment strategy. All such prospective and actual
shareholders are urged to consult their own tax advisers with
respect to the U.S. tax treatment of an investment in shares of
the Fund.
The Fund has not sought an opinion of legal counsel as to any
speciﬁc U.S. tax matters. The discussion below as it relates to
U.S. federal income tax consequences is based upon the Code
and regulations, rulings, and judicial decisions thereunder as of
the date hereof. Such authorities may be repealed, revoked, or
modiﬁed (possibly on a retroactive basis) so as to result in U.S.
federal income tax consequences different from those discussed
below.
This discussion is for general information purposes only.
Prospective and actual shareholders should consult their own tax
advisers with respect to their particular circumstances and the
effect of state, local, or foreign tax laws to which they may be
subject.
The Fund – Separate Tax Entity
The Fund is treated as a separate entity for U.S. federal income
tax purposes. The Fund has elected to be treated as a regulated
investment company eligible for taxation under the provisions of
Subchapter M of the Code and intends to qualify each year as
such.
Test for Special Tax Treatment
In order to qualify for the special tax treatment accorded
regulated investment companies and their shareholders, the
Fund must, among other things:
1.

derive at least 90% of its gross income for each taxable year
from (i) dividends, interest, payments with respect to certain
securities loans, and gains from the sale or other disposition
of stock, securities and foreign currencies, or other income
(including but not limited to gains from options, futures, or
forward contracts) derived with respect to its business of
investing in such stock, securities, or currencies and (ii) net
income from interests in “qualiﬁed publicly traded

partnerships” (as deﬁned below) (collectively, “qualifying
income”);
2.

diversify its holdings so that, at the end of each quarter of its
taxable year, (i) at least 50% of the market value of the
Fund’s assets consists of cash and cash items, U.S.
government securities, securities of other regulated
investment companies, and other securities limited in respect
of any one issuer to a value not greater than 5% of the value
of the Fund’s total assets and to not more than 10% of the
outstanding voting securities of such issuer, and (ii) not more
than 25% of the value of its assets is invested, including
through corporations in which the Fund owns a 20% or more
voting stock interest, (x) in the securities (other than those of
the U.S. government or other regulated investment
companies) of any one issuer or of two or more issuers
which the Fund controls and which are engaged in the same,
similar, or related trades or businesses, or (y) in the
securities of one or more qualiﬁed publicly traded
partnerships (as deﬁned below); and

3.

distribute with respect to each taxable year at least 90% of
the sum of its investment company taxable income (as that
term is deﬁned in the Code, but without regard to the
deduction for dividends paid—generally, taxable ordinary
income and the excess, if any, of net short-term capital gain
over net long-term capital loss) and net tax-exempt interest
income, if any, for such year.

In general, for purposes of the 90% gross income requirement
described in paragraph (1) above, income derived from a
partnership will be treated as qualifying income only to the extent
such income is attributable to items of income of the partnership
which would be qualifying income if realized directly by the
regulated investment company.
However, 100% of the net income derived from an interest in a
“qualiﬁed publicly traded partnership” (a partnership (i) the
interests in which are traded on an established securities market or
readily tradable on a secondary market or the substantial
equivalent thereof and (ii) that derives less than 90% of its income
from the qualifying income described in paragraph (1)(i) above) will
be treated as qualifying income.
In general, such entities will be treated as partnerships for federal
income tax purposes because they meet the passive income
requirement under Code Section 7704(c)(2).
In addition, although in general the passive loss rules of the
Code do not apply to regulated investment companies, such rules
do apply to a regulated investment company with respect to items
attributable to an interest in a qualiﬁed publicly traded
partnership.
For purposes of the diversiﬁcation test in (2) above, identiﬁcation
of the issuer (or, in some cases, issuers) of a particular Fund
investment can depend on the terms and conditions of that
investment.
In some cases, identiﬁcation of the issuer (or issuers) is
uncertain under current law, and an adverse determination or
future guidance by the IRS with respect to issuer identiﬁcation for
a particular type of investment may adversely affect the Fund’s
ability to meet the diversiﬁcation test in (2) above.
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Also, for purposes of the diversiﬁcation test in (2) above, the term
“outstanding voting securities of such issuer” will include the
equity securities of a qualiﬁed publicly traded partnership.
If the Fund qualiﬁes as a regulated investment company that is
accorded special tax treatment, it will not be subject to U.S.
federal income tax on income or gains paid to its shareholders in
a timely manner in the form of dividends (including Capital Gain
Dividends, as deﬁned below).
Failure to Meet Test for Special Tax Treatment
If the Fund were to fail to meet the income, diversiﬁcation or
distribution test described above, the Fund could in some cases
cure such failure, including by paying a Fund-level tax, paying
interest, making additional distributions, or disposing of certain
assets.
If the Fund were ineligible to or otherwise did not cure such
failure for any year, or if the Fund were otherwise to fail to qualify
as a regulated investment company accorded special tax
treatment in any taxable year, it would be subject to tax on its
taxable income at corporate rates, and all distributions from
earnings and proﬁts, including any distributions of net tax-exempt
income and net capital gain, would be taxable to U.S.
shareholders as dividend income.
Some portions of such distributions may be eligible for the
dividends-received deduction in the case of corporate
shareholders and may be eligible to be treated as “qualiﬁed
dividend income” in the case of shareholders taxed as
individuals, provided, in both cases, the shareholder meets
certain holding period and other requirements in respect of the
Fund’s shares (as described below).
In addition, the Fund could be required to recognize unrealized
gains, pay substantial taxes and interest and make substantial
distributions before requalifying as a regulated investment
company that is accorded special tax treatment.
Retaining Net Capital Gains
As noted above, the Fund intends to distribute at least annually to
its shareholders all or substantially all of its investment company
taxable income (computed without regard to the dividends-paid
deduction) and its net capital gains.
Notwithstanding the foregoing, the Fund may determine to retain
investment company taxable income or net capital gains, and pay
the Fund-level tax on any such retained amounts, subject to the
distribution requirements applicable to regulated investment
companies under the Code.
If the Fund retains any net capital gains, it will be subject to tax at
regular corporate rates on the amount retained, but may
designate the retained amount as undistributed capital gains in a
timely notice to its shareholders who (i) will be required to include
in income for federal income tax purposes, as long-term capital
gain, their shares of such undistributed amount, and (ii) will be
entitled to credit their proportionate shares of the tax paid by the
Fund on such undistributed amount against their federal income
tax liabilities, if any, and to claim refunds on a properly ﬁled U.S.
tax return to the extent the credit exceeds such liabilities.
For U.S. federal income tax purposes, the tax basis of shares
owned by a shareholder of the Fund will be increased by an
amount equal to the difference between the amount of

undistributed capital gains included in the shareholder’s gross
income under clause (i) of the preceding sentence and the tax
deemed paid by the shareholder under clause (ii) of the
preceding sentence.
The Fund is not required to, and there can be no assurance that
the Fund will, make this designation if it retains all or a portion of
its net capital gain in a taxable year.
In determining its net capital gains, including in connection with
determining the amount available to support a Capital Gain
Dividend, its taxable income, and its earnings and proﬁts, a
regulated investment company generally may elect to treat part
or all of any post-October capital loss (deﬁned as any net capital
loss attributable to the portion of the taxable year after
October 31 or, if there is no such loss, the net long-term capital
loss or net short-term capital loss attributable to such portion of
the taxable year) or late-year ordinary loss (generally, its net
ordinary loss from the sale, exchange or other taxable disposition
of property, attributable to the portion of the taxable year after
October 31) as if incurred in the succeeding taxable year.
Excise Tax
If the Fund fails to distribute in a calendar year an amount at
least equal to the sum of 98% of its ordinary income for such
year and 98.2% of its capital gain net income for the one-year
period ending October 31 of such year plus any retained amount
from the prior year, the Fund will be subject to a nondeductible
4% excise tax on the undistributed amounts.
For these purposes, the Fund’s ordinary gains and losses from
the sale, exchange or other taxable disposition of property that
would otherwise be taken into account after October 31 of a
calendar year generally are treated as arising on January 1 of
the following calendar year.
Also, for these purposes, the Fund will be treated as having
distributed any amount on which it is subject to corporate income
tax for the taxable year ending within the calendar year.
The Fund intends generally to make distributions sufficient to
avoid imposition of the 4% excise tax, although there can be no
assurance that the Fund will be able to do so.
Personal Holding Companies
In addition, if the Fund is a “personal holding company” (as
deﬁned in Section 542 of the Code) for U.S. federal income tax
purposes, the Fund will potentially need to adjust the timing of its
distributions to its shareholders in order to avoid a Fund-level tax
on its “undistributed personal holding company income” (as
deﬁned in Section 545 of the Code). Generally, the Fund will be a
personal holding company if, at any time during the last half of its
taxable year, more than 50% of its shares are owned, directly or
indirectly, by ﬁve or fewer individuals and/or certain pension
trusts, private foundations, charitable trusts or trusts providing for
the payment of supplemental unemployment beneﬁts. In the
event that the Fund is a personal holding company, the Fund will
seek to make distributions sufficient to avoid the Fund-level tax
under the personal holding company rules, although there can be
no assurance it will be able to do so.
Tax on Fund Distributions
Distributions are generally taxable to shareholders even if they
are paid from income or gains earned by the Fund before a
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shareholder’s investment (and thus were included in the price the
shareholder paid for its shares).
Distributions are taxable whether shareholders receive them in
cash or in additional shares.
A dividend paid to shareholders by the Fund in January of a year
generally is deemed to have been paid by the Fund on
December 31 of the preceding year, if the dividend was declared
and payable to shareholders of record on a date in October,
November or December of that preceding year.
Investment Income
For U.S. federal income tax purposes, distributions of investment
income are generally taxable to shareholders as ordinary income.
Distributions of investment income reported by the Fund as
derived from “qualiﬁed dividend income” are taxed in the hands
of individuals at the rates applicable to long-term capital gain,
provided holding period and other requirements are met at both
the shareholder and Fund level as described more fully below.
In order for some portion of the dividends received by the Fund
shareholder to be “qualiﬁed dividend income” that is eligible for
taxation at long-term capital gain rates, the Fund must meet
holding period and other requirements with respect to some
portion of the dividend-paying stocks in its portfolio and the
shareholder must meet holding period and other requirements
with respect to the Fund’s shares.
In general, a dividend will not be treated as qualiﬁed dividend
income (at either the Fund or shareholder level):
1.

if the dividend is received with respect to any share of stock
held for fewer than 61 days during the 121-day period
beginning on the date which is 60 days before the date on
which such share becomes ex-dividend with respect to such
dividend (or, in case of certain preferred stock, 91 days
during the 181-day period beginning 90 days before such
date),

2.

to the extent that the recipient is under an obligation
(whether pursuant to a short sale or otherwise) to make
related payments with respect to positions in substantially
similar or related property,

3.

if the recipient elects to have the dividend income treated as
investment income for purposes of the limitation on
deductibility of investment interest, or

4.

if the dividend is received from a foreign corporation that is
(a) not eligible for the beneﬁts of a comprehensive income
tax treaty with the U.S. (with the exception of dividends paid
on stock of such a foreign corporation that is readily tradable
on an established security market in the U.S.) or (b) treated
as a passive foreign investment company (“PFIC”).

If the aggregate qualiﬁed dividends received by the Fund during
any taxable year are 95% or more of its gross income (excluding
the excess of net long-term capital gain over net short-term
capital loss), then 100% of the Fund’s dividends (other than
dividends properly reported Capital Gain Dividends) will be
eligible to be treated as qualiﬁed dividend income. For this
purpose, the only gain included in the term “gross income” is the
excess of net short-term capital gain over net long-term capital
loss.

In general, dividends of net investment income received by
corporate shareholders of the Fund will qualify for the dividendsreceived deduction generally available to corporations to the
extent they are properly reported by the Fund as being
attributable to the amount of eligible dividends received by the
Fund from domestic corporations for the taxable year.
In general, a dividend received by the Fund will not be treated as
a dividend eligible for the dividends-received deduction (1) if it
has been received with respect to any share of stock that the
Fund has held for less than 46 days (91 days in the case of
certain preferred stock) during the 91-day period beginning on
the date which is 45 days before the date on which such share
becomes ex-dividend with respect to such dividend (during the
181-day period beginning 90 days before such date in the case
of certain preferred stock) or (2) to the extent that the Fund is
under an obligation (pursuant to a short sale or otherwise) to
make related payments with respect to positions in substantially
similar or related property.
Moreover, the dividends-received deduction may be disallowed or
reduced (1) if the corporate shareholder fails to satisfy the
foregoing requirements with respect to its shares of the Fund or
(2) by application of various provisions of the Code (for instance,
the dividends-received deduction is reduced in the case of a
dividend received on debt-ﬁnanced portfolio stock—generally,
stock acquired with borrowed funds).
There can be no assurances that a signiﬁcant portion of the
Fund’s distributions will be eligible for the corporate dividendsreceived deduction. The percentage of ordinary income
distributions eligible for the corporate dividends-received
deduction for the Fund for the prior ﬁscal year is disclosed in the
Fund’s annual report, which is available on the SEC’s website and
on the Trust’s website at http://USmutualfund.bailliegifford.com.
Any distribution of income that is attributable to dividend income
received by the Fund on securities it temporarily purchased from
a counterparty pursuant to a repurchase agreement that is
treated for U.S. federal income tax purposes as a loan by the
Fund will not constitute qualiﬁed dividend income to individual
shareholders and will not be eligible for the dividends-received
deduction for corporate shareholders.
Under Treasury regulations, distributions by the Fund to its
shareholders that the Fund properly reports as “section 199A
dividends,” as deﬁned and subject to certain conditions described
below, are treated as qualiﬁed REIT dividends in the hands of
non-corporate shareholders. Non-corporate shareholders are
permitted a federal income tax deduction equal to 20% of
qualiﬁed REIT dividends received by them, subject to certain
limitations. Very generally, a “section 199A dividend” is any
dividend or portion thereof that is attributable to certain dividends
received by the regulated investment company from REITs, to the
extent such dividends are properly reported as such by the
regulated investment company in a written notice to its
shareholders. A section 199A dividend is treated as a qualiﬁed
REIT dividend only if the shareholder receiving such dividend
holds the dividend-paying regulated investment company shares
for at least 46 days of the 91-day period beginning 45 days
before the shares become ex-dividend, and is not under an
obligation to make related payments with respect to a position in
substantially similar or related property. The Fund is permitted to
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report such part of its dividends as section 199A dividends as
are eligible, but is not required to do so.
Subject to any future regulatory guidance to the contrary, any
Fund distribution of income attributable to qualiﬁed publicly
traded partnership income from the Fund’s investment in a
master limited partnership (“MLP”) will ostensibly not qualify for
the deduction that would be available to a non-corporate
shareholder were the shareholder to own such MLP directly.
Capital Gains
Taxes on distributions of capital gains are determined by how
long the Fund owned (or is deemed to have owned) the
investments that generated them, rather than how long a
shareholder has owned his or her shares.
Tax rules can alter the Fund’s holding period on investments and
thereby affect the tax treatment of gain or loss on such
investments. Distributions of net capital gain from the sale of
investments that the Fund owned (or is deemed to have owned)
for more than one year and that are properly reported by the
Fund as capital gain dividends (“Capital Gain Dividends”) are
generally taxable to shareholders as long-term capital gains,
taxed to individuals at reduced rates relative to ordinary income.
Distributions of gains from the sale of investments that the Fund
owned (or is deemed to have owned) for one year or less are
generally taxable to shareholders as ordinary income.
Distributions from capital gains are generally made after applying
any available capital loss carryforwards.
The IRS and the Department of the Treasury have issued
proposed regulations that would impose special rules in respect
of Capital Gain Dividends received through partnership interests
constituting “applicable partnership interests” under Section 1061
of the Code.
Medicare Contribution Tax
The Code generally imposes a 3.8% Medicare contribution tax on
the net investment income of certain individuals, trusts and
estates to the extent their income exceeds certain threshold
amounts. For these purposes, “net investment income”
generally includes, among other things, (i) distributions paid by
the Fund of net investment income and capital gain, including
Capital Gain Dividends, as described above, and (ii) any net gain
from the sale, exchange, redemption or other taxable disposition
of Fund shares. Shareholders are advised to consult their tax
advisers regarding the possible implications of this additional tax
on their investment in the Fund.
Sale, Exchange or Redemption of Shares
A sale, exchange or redemption of shares in the Fund will
generally give rise to a capital gain or loss.
In general, any capital gain or loss realized upon a taxable
disposition of shares will be treated as long-term capital gain or
loss if the shares have been held by a shareholder for more than
12 months. Otherwise, the gain or loss on the taxable disposition
of Fund shares will be treated as short-term capital gain or loss.
However, any loss realized upon a taxable disposition of shares
held by a shareholder for six months or less will be treated as
long-term, rather than short-term, to the extent of any Capital
Gain Dividends received (or deemed received) by the
shareholder with respect to the shares.

Furthermore, all or a portion of any loss realized upon a taxable
disposition of Fund shares will be disallowed if other shares of
the Fund (or substantially identical shares) are purchased within
30 days before or after the disposition. In such a case, the basis
of the newly purchased shares will be adjusted to reﬂect the
disallowed loss.
Return of Capital Distributions
If the Fund makes a distribution to a shareholder in excess of its
current and accumulated earnings and proﬁts in any taxable year,
the excess distribution will be treated as a return of capital to the
extent of the shareholder’s tax basis in its shares, and thereafter
as capital gain.
A return of capital is not taxable, but it reduces the shareholder’s
tax basis in its shares, thus reducing any loss or increasing any
gain on a subsequent taxable disposition by the shareholder of
its shares.
Capital Loss Carryforwards
Capital losses in excess of capital gains (“net capital losses”)
are not permitted to be deducted against the Fund’s net
investment income. Instead, potentially subject to certain
limitations, the Fund is able to carry net capital losses from any
taxable year forward to subsequent taxable years to offset capital
gains, if any, realized during such subsequent taxable years.
Distributions from capital gains are generally made after applying
any available capital loss carryforwards.
Capital loss carryforwards are reduced to the extent they offset
current-year net realized capital gains, whether the Fund retains
or distributes such gains.
The Fund may carry net capital losses forward to one or more
subsequent taxable years without expiration. The Fund must
apply such carryforwards ﬁrst against gains of the same
character.
Derivative and Other Transactions
Transactions in Derivative Instruments
Certain of the Fund’s investments may be subject to provisions
of the Code that (i) require inclusion of unrealized gains in the
Fund’s income for purposes of the excise tax and the distribution
requirements applicable to regulated investment companies;
(ii) defer recognition of realized losses; (iii) cause adjustments in
the holding periods of portfolio securities; (iv) convert capital
gains into ordinary income; (v) characterize both realized and
unrealized gains or losses as short-term or long-term,
irrespective of the holding period of the investment; and
(vi) require inclusion of unrealized gains or losses in the Fund’s
income for purposes of determining whether 90% of the Fund’s
gross income is qualifying income. Such provisions may apply to,
among other investments, futures contracts, options on futures
contracts, options on securities, options on security indices,
forward contracts, swaps, credit default swaps, short sales,
securities loans and other similar transactions, and foreign
securities. The Fund will monitor its transactions and may make
certain tax elections available to it in order to mitigate the impact
of these rules and prevent disqualiﬁcation of the Fund as a
regulated investment company.
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The tax treatment of certain positions entered into by the Fund
(including regulated futures contracts, certain foreign currency
positions and certain listed non-equity options) will be governed
by Section 1256 of the Code (“section 1256 contracts”). Gains
or losses on section 1256 contracts generally are considered to
be 60% long-term and 40% short-term capital gains or losses
(“60/40”), although certain foreign currency gains and losses
from such contracts may be treated as ordinary in character (See
“Foreign Currency Transactions and Related Hedging
Transactions” below). Also, section 1256 contracts held by the
Fund at the end of each taxable year (and, for purposes of the
4% excise tax, on certain other dates as prescribed under the
Code) are “marked to market” with the result that unrealized
gains or losses are treated as though they were realized, and the
resulting gain or loss is treated as ordinary or 60/40 gain or loss,
as applicable.
The timing and character of income and losses arising in respect
of swap contracts are, in many instances, unclear. In addition, the
tax treatment of a payment made or received on a swap contract
held by the Fund, and in particular, whether such payment is, in
whole or in part, capital or ordinary in character, will vary
depending upon the terms of the particular swap contract.
Transactions in options, futures and forward contracts and swaps
undertaken by the Fund may result in “straddles” for U.S.
federal income tax purposes. The straddle rules may affect the
character of gains (or losses) realized by the Fund, and losses
realized by the Fund on positions that are part of a straddle may
be deferred under the straddle rules, rather than being taken into
account in calculating the taxable income for the taxable year in
which the losses are realized. In addition, certain carrying
charges (including interest expenses) associated with positions in
a straddle may be required to be capitalized rather than deducted
currently. Certain elections that the Fund may make with respect
to its straddle positions may also affect the amount, character
and timing of the recognition of gains or losses from the affected
positions.
The straddle rules may increase the amount of short-term capital
gain realized by the Fund, which is taxed as ordinary income
when distributed to shareholders. Because application of the
straddle rules may affect the character of gains or losses, defer
losses and/or accelerate the recognition of gains or losses from
the affected straddle positions, the amount which must be
distributed to shareholders as ordinary income or long-term
capital gain may be increased or decreased substantially as
compared to a fund that did not engage in such transactions. The
consequences to the Fund of certain transactions under the
straddle rules remain unclear.
Book Income and Taxable Income
Certain of the Fund’s investments in derivative instruments and
foreign currency-denominated instruments, and any of the
Fund’s transactions in foreign currencies and hedging activities,
are likely to produce a difference between its book income and its
taxable income.
If the Fund’s book income exceeds its taxable income, the
distribution (if any) of such excess generally will be treated as
(i) a dividend to the extent of the Fund’s remaining earnings and
proﬁts (including earnings and proﬁts arising from tax-exempt
income), (ii) thereafter, as a return of capital to the extent of the

recipient’s basis in the shares, and (iii) thereafter, as gain from
the sale or exchange of a capital asset.
If the Fund’s book income is less than its taxable income, the
Fund could be required to make distributions exceeding book
income to qualify as a regulated investment company that is
accorded special tax treatment and to avoid a Fund-level tax.
Foreign Currency Transactions and Related Hedging
Transactions
The Fund’s transactions in foreign currencies, foreign currencydenominated debt securities and certain foreign currency
options, futures contracts and forward contracts (and similar
instruments) may give rise to ordinary income or loss to the
extent such income or loss results from ﬂuctuations in the value
of the foreign currency concerned. Such ordinary income
treatment may accelerate Fund distributions to shareholders and
increase the distributions taxed to shareholders as ordinary
income. Any net ordinary losses so created cannot be carried
forward by the Fund to offset income or gains earned in
subsequent taxable years.
Foreign currency gains are generally treated as qualifying income
for purposes of the 90% gross income test described above.
There is a remote possibility that the Secretary of the Treasury
will issue contrary tax regulations with respect to foreign currency
gains that are not directly related to a regulated investment
company’s principal business of investing in stocks or securities
(or options or futures with respect to stocks or securities), and
such regulations could apply retroactively.
Real Estate Investment Trusts
Any investment by the Fund in equity securities of REITs
qualifying as REITs under Subchapter M of the Code may result
in the Fund’s receipt of cash in excess of the REIT’s earnings; if
the Fund distributes these amounts, these distributions could
constitute a return of capital to Fund shareholders for U.S.
federal income tax purposes. Dividends received by the Fund
from a REIT will not qualify for the “dividends-received
deduction” and generally will not constitute “qualiﬁed dividend
income.” See “Investment Income” above.
Investments in Other Regulated Investment Companies
The Fund’s investments in shares of other mutual funds, ETFs or
other companies that are treated as regulated investment
companies (each, an “underlying RIC”), can cause the Fund to
be required to distribute greater amounts of net investment
income or net capital gain than the Fund would have distributed
had it invested directly in the securities held by the underlying
RIC, rather than in shares of the underlying RIC. Further, the
amount or timing of distributions from the Fund qualifying for
treatment as a particular character (e.g., long-term capital gain,
exempt interest, eligibility for dividends-received deduction, etc.)
will not necessarily be the same as it would have been had the
Fund invested directly in the securities held by the underlying
RIC.
If the Fund receives dividends from an underlying RIC, and the
underlying RIC reports such dividends as “qualiﬁed dividend
income,” then the Fund is permitted in turn to report a portion of
its distributions as qualiﬁed dividend income, provided the Fund
meets holding period and other requirements with respect to
shares of the underlying RIC.
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If the Fund receives dividends from an underlying RIC and the
underlying RIC reports such dividends as eligible for the
“dividends-received deduction,” then the Fund is permitted in
turn to report its distributions derived from those dividends as
eligible for the dividends-received deduction as well, provided the
Fund meets holding period and other requirements with respect
to shares of the underlying RIC. Qualiﬁed dividend income and
the dividends-received deduction are described below.
Mortgage-Related Securities
The Fund may invest directly or indirectly (e.g. through REITs) in
residual interests in real estate mortgage investment conduits
(“REMICs”), including by investing in CMOs with respect to
which an election to be treated as a REMIC is in effect, or equity
interests in taxable mortgage pools (“TMPs”). Under a notice
issued by the IRS in October 2006 and Treasury regulations that
have yet to be issued, but may apply retroactively, a portion of
the Fund’s income (including income allocated to the Fund from a
REIT or other pass-through entity) that is attributable to a
residual interest in a REMIC or an equity interest in a TMP
(referred to in the Code as an “excess inclusion”) will be
subject to U.S. federal income tax in all events. This notice also
provides, and the regulations are expected to provide, that
excess inclusion income of a regulated investment company,
such as the Fund, will be allocated to shareholders of the
regulated investment company in proportion to the dividends
received by such shareholders, with the same consequences as
if the shareholders held the related interest directly. As a result,
the Fund investing in such interests may not be a suitable
investment for charitable remainder trusts (“CRTs”). See “TaxExempt Shareholders” below.
In general, excess inclusion income allocated to shareholders
(i) cannot be offset by net operating losses (subject to a limited
exception for certain thrift institutions), (ii) will constitute unrelated
business taxable income (“UBTI”) to entities (including a
qualiﬁed pension plan, an individual retirement account, a
401(k) plan, a Keogh plan or other tax-exempt entity) subject to
tax on UBTI, thereby potentially requiring such an entity that is
allocated excess inclusion income, and otherwise might not be
required to ﬁle a tax return, to ﬁle a tax return and pay tax on
such income, and (iii) in the case of a non-U.S. shareholder; will
not qualify for any reduction in U.S. federal withholding tax. A
shareholder will be subject to U.S. federal income tax on such
inclusions notwithstanding any exemption from such income tax
otherwise available under the Code.
Income of the Fund that would be UBTI if earned directly by a
tax-exempt entity generally will not constitute UBTI when
distributed to a tax-exempt shareholder of the Fund.
Notwithstanding the foregoing, a tax-exempt shareholder will
recognize UBTI by virtue of its investment in the Fund if shares
in the Fund constitute debt-ﬁnanced property in the hands of the
tax-exempt shareholder within the meaning of Code
Section 514(b). Furthermore, a tax-exempt shareholder may
recognize UBTI if the Fund recognizes excess inclusion income
derived from direct or indirect investments in REMIC residual
interests or TMPs if the amount of such income recognized by
the Fund exceeds the Fund’s investment company taxable
income (after taking into account deductions for dividends paid by
the Fund).

Under legislation enacted in December 2006, a CRT, as deﬁned
in Section 664 of the Code, that realizes UBTI for a taxable year
must pay an excise tax annually of an amount equal to such
UBTI. Under IRS guidance issued in October 2006, a CRT will
not recognize UBTI solely as a result of investing in the Fund that
recognizes excess inclusion income. Rather, if at any time during
any taxable year a CRT (or one of certain other tax-exempt
shareholders, such as the United States, a state or political
subdivision, or an agency or instrumentality thereof, and certain
energy cooperatives) is a record holder of a share in the Fund
that recognizes excess inclusion income, then the Fund will be
subject to a tax on that portion of its excess inclusion income for
the taxable year that is allocable to such shareholders at the
highest federal corporate income tax rate. The extent to which
this IRS guidance remains applicable in light of the
December 2006 legislation is unclear. To the extent permitted
under the 1940 Act, the Fund may elect to specially allocate any
such tax to the applicable CRT, or other shareholder, and thus
reduce such shareholder’s distributions for the year by the
amount of the tax that relates to such shareholder’s interest in
the Fund. CRTs and other tax-exempt investors are urged to
consult their tax advisers concerning the consequences of
investing in the Fund.
Commodity-Linked Instruments
The Fund’s use of commodity-linked derivatives can be limited by
the Fund’s intention to qualify as a regulated investment
company and can bear on its ability to so qualify. Income and
gains from certain commodity-linked derivatives do not constitute
qualifying income to a regulated investment company for
purposes of the 90% gross income test described above. The tax
treatment of certain other commodity-linked derivative
instruments in which the Fund might invest is not certain, in
particular with respect to whether income or gains from such
instruments constitute qualifying income to a regulated
investment company. If the Fund were to treat income or gain
from a particular instrument as qualifying income and the income
or gain were later determined not to constitute qualifying income
and, together with any other non-qualifying income, caused the
Fund’s non-qualifying income to exceed 10% of its gross income
in any taxable year, the Fund would fail to qualify as a regulated
investment company unless it is eligible to and does pay a tax at
the Fund level.
The tax rules are uncertain with respect to the treatment of
income or gains arising in respect of commodity-linked ETNs and
certain commodity-linked structured notes; also, the timing and
character of income or gains arising from ETNs can be uncertain.
An adverse determination or future guidance by the IRS (which
determination or guidance could be retroactive) may affect the
Fund’s ability to qualify for treatment as a regulated investment
company and to avoid a Fund-level tax.
To the extent that, in order to achieve exposure to commodities,
the Fund invests in entities that are treated as pass-through
vehicles for U.S. federal income tax purposes, including, for
instance, certain exchange-traded funds (“ETFs”) (e.g., ETFs
investing in gold bullion) and partnerships other than qualiﬁed
publicly traded partnerships (as deﬁned above), all or a portion of
any income and gains from such entities could constitute nonqualifying income to the Fund for purposes of the 90% gross
income requirement described above. In such a case, the Fund’s
investments in such entities could be limited by its intention to
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qualify as a regulated investment company and could bear on its
ability to so qualify. Certain commodities-related ETFs may
qualify as qualiﬁed publicly traded partnerships. In such cases,
the net income derived from such investments will constitute
qualifying income for purposes of the 90% gross income
requirement. If, however, such a vehicle were to fail to qualify as a
qualiﬁed publicly traded partnership in a particular year, a portion
of the gross income derived from it in such year could constitute
non-qualifying income to the Fund for purposes of the 90% gross
income requirement and thus could adversely affect the Fund’s
ability to qualify as a regulated investment company for a
particular year. In addition, the diversiﬁcation requirement
described above for regulated investment company qualiﬁcation
will limit the Fund’s investments in one or more vehicles that are
qualiﬁed publicly traded partnerships to 25% of the Fund’s total
assets as of the close of each quarter of the Fund’s taxable year.
Investments in Master Limited Partnerships
The Fund’s ability to make direct and indirect investments in
MLPs is limited by the Fund’s intention to qualify as a RIC, and if
the Fund does not appropriately limit such investments or if such
investments are recharacterized for U.S. federal income tax
purposes, the Fund’s status as a RIC may be jeopardized.
Among other limitations, the Fund is permitted to have no more
than 25% of the value of its total assets invested in qualiﬁed
publicly traded partnerships, including MLPs. The Fund may
realize (i) taxable income in excess of economic gain in respect
of interests in an MLP, on the disposition of interests therein or,
(ii) taxable income in excess of cash ﬂow with respect to the MLP
in a later period, including, for example, in respect of an MLP
debt restructuring, and the Fund must take such income into
account in determining whether the Fund has satisﬁed its
distribution requirements. The Fund may have to borrow or
liquidate securities to satisfy its distribution requirements and to
meet its redemption requests, including at times when it may not
be advantageous to do so. In addition, any gain recognized,
either upon the sale of the Fund’s MLP interest or sale by the
MLP of property held by it, including in excess of economic gain
thereon, treated as so-called “recapture income,” will be treated
as ordinary income.
Subject to any future regulatory guidance to the contrary, any
distribution of income attributable to qualiﬁed publicly traded
partnership income from the Fund’s investment in a MLP will
ostensibly not qualify for the deduction that would be available to
a non-corporate shareholder were the shareholder to own such
MLP directly.
Investment in Securities of Certain Foreign Corporations
Income, proceeds and gains received by the Fund from sources
within foreign countries may be subject to withholding and other
taxes imposed by such countries.
Tax treaties between certain countries and the U.S. may reduce
or eliminate such taxes.
If more than 50% of the Fund’s assets at taxable year end
consists of the securities of foreign corporations, the Fund may
elect to permit shareholders who are U.S. citizens or residents or
U.S. corporations to claim a credit or deduction (but not both) on
their income tax returns for their pro rata portion of qualiﬁed
taxes paid by the Fund to foreign countries in respect of foreign
securities the Fund held for at least the minimum period speciﬁed

in the Code. In such a case, shareholders will include in gross
income from foreign sources their pro rata shares of such taxes.
A shareholder’s ability to claim a foreign tax credit or deduction in
respect of foreign taxes paid by the Fund may be subject to
certain limitations imposed by the Code, as a result of which a
shareholder may not get a full credit or deduction (if any) for the
amount of such taxes. In particular, shareholders must hold their
Fund shares (without protection from risk of loss) on the exdividend date and for at least 15 additional days during the
31-day period surrounding the ex-dividend date to be eligible to
claim a foreign tax credit with respect to a given dividend.
Shareholders that do not itemize on their federal income tax
returns may claim a credit (but not a deduction) for such foreign
taxes.
Shareholders who are not subject to U.S. federal income tax, and
those who invest in the Fund through tax-advantaged accounts
(including those who invest through tax-advantaged retirement
plans), generally will receive no beneﬁt from any tax credit or
deduction passed through by the Fund.
The Fund’s investments that are treated as equity investments for
U.S. federal income tax purposes in certain PFICs could subject
the Fund to a U.S. federal income tax (including interest charges)
on distributions received from the company or on gains from the
sale of its investment in such a company. This tax cannot be
eliminated by making distributions to shareholders of the Fund.
However, if certain conditions are met, the Fund may elect to
avoid the imposition of that tax. For example, the Fund may elect,
pursuant to Sections 1293 and 1295 of the Code, to treat a PFIC
as a “qualiﬁed electing fund” (a “QEF election”), in which
case the Fund will be required to include its share of the
company’s income and net capital gain annually, regardless of
whether it receives any distribution from the company. The Fund
also may make an election, pursuant to Section 1296 of the
Code, to mark the gains (and to a limited extent losses) in such
holdings “to the market” as though it had sold and repurchased
its holdings in those PFICs on the last day of the Fund’s taxable
year (a “mark-to-market election”).
Such gains and losses are treated as ordinary income and loss.
The QEF and mark-to-market elections may accelerate the
recognition of income (without the receipt of cash) and increase
the amount required to be distributed by the Fund to avoid
taxation. Making either of these elections therefore may require
the Fund to liquidate other investments (including when it is not
advantageous to do so) to meet its distribution requirements,
which also may accelerate the recognition of gain and affect the
Fund’s total return.
Dividends paid by PFICs will not be eligible to be treated as
“qualiﬁed dividend income.”
A foreign corporation is a PFIC if: (i) 75% or more of its gross
income for the taxable year is passive income, or (ii) the average
percentage of the assets (generally by value, but by adjusted tax
basis in certain cases) held by such corporation during the
taxable year which produce or are held for the production of
passive income is at least 50%.
Generally, passive income for this purpose means dividends,
interest (including income equivalent to interest), royalties, rents,
annuities, the excess of gain over losses from certain property
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transactions and commodities transactions, and foreign currency
gains.
Passive income for this purpose does not include rents and
royalties received by the foreign corporation from active business
activities and certain income received from related persons.
Because it is not always possible to identify a foreign corporation
as a PFIC, the Fund may incur the tax and interest charges
described above in some instances.
A foreign issuer in which the Fund invests will not be treated as a
PFIC with respect to the Fund if such issuer is a controlled
foreign corporation (“CFC”) for U.S. federal income tax purposes
and the Fund holds (directly, indirectly, or constructively) 10% or
more of the voting interests in or total value of such issuer. In
such a case, the Fund generally would be required to include in
gross income each year, as ordinary income, its share of certain
amounts of the CFC’s income, whether or not the CFC
distributes such amounts to the Fund.

which such items are taken into account as revenue in the
taxpayer’s ﬁnancial statements. The IRS and the Department of
Treasury have issued proposed regulations providing that this
rule does not apply to the accrual of market discount. If this rule
were to apply to the accrual of market discount, the Fund would
be required to include in income any market discount as it takes
the same into account on its ﬁnancial statements.
Some debt obligations with a ﬁxed maturity date of one year or
less from the date of issuance that are acquired by the Fund may
be treated as having OID or, in certain cases, “acquisition
discount” (very generally, the excess of the stated redemption
price over the purchase price). The Fund will be required to
include the OID or acquisition discount in income (as ordinary
income) and thus distribute it over the term of the debt security,
even though payment of that amount is not received until a later
time, upon partial or full repayment or disposition of the debt
security.

Investments in Certain Debt Obligations
Some debt obligations with a ﬁxed maturity date of more than
one year from the date of issuance (and zero-coupon debt
obligations with a ﬁxed maturity date of more than one year from
the date of issuance) will be treated as debt obligations that are
issued originally at a discount.

The rate at which OID or acquisition discount accrues, and thus
is included in the Fund’s income, will depend upon which of the
permitted accrual methods the Fund elects. If the Fund holds the
foregoing kinds of obligations, or other obligations subject to
special rules under the Code, it may be required to pay out as an
income distribution each year an amount which is greater than
the total amount of cash interest the Fund actually received.

Generally, the original issue discount (“OID”) is treated as
interest income and is included in the Fund’s income and
required to be distributed by the Fund over the term of the debt
security, even though payment of that amount is not received
until a later time, upon partial or full repayment or disposition of
the debt security. In addition, payment-in-kind securities will give
rise to income which is required to be distributed and is taxable
even though the Fund holding the security receives no interest
payment in cash on the security during the year.

Such distributions may be made from the cash assets of the
Fund or, if necessary, by disposition of portfolio securities
including at a time when it may not be advantageous to do so.
These dispositions may cause the Fund to realize higher
amounts of short-term capital gains (generally taxed to
shareholders at ordinary income tax rates) and, in the event the
Fund realizes net capital gains from such transactions, its
shareholders may receive a larger Capital Gain Dividend than if
the Fund had not held such obligations.

Some debt obligations with a ﬁxed maturity date of more than
one year from the date of issuance that are acquired by the Fund
in the secondary market may be treated as having market
discount. Very generally, market discount is the excess of the
stated redemption price of a debt obligation (or in the case of an
obligation issued with OID, its “revised issue price”) over the
purchase price of such obligation. Subject to the discussion in
the next paragraph regarding Section 451 of the Code,
(i) generally, any gain recognized on the disposition of, and any
partial payment of principal on, a debt security having market
discount is treated as ordinary income to the extent the gain, or
principal payment, does not exceed the “accrued market
discount” on such debt security, (ii) alternatively, the Fund may
elect to accrue market discount currently, in which case the Fund
will be required to include the accrued market discount in the
Fund’s income (as ordinary income) and thus distribute it over the
term of the debt security, even though payment of that amount is
not received until a later time, upon partial or full repayment or
disposition of the debt security, and (iii) the rate at which the
market discount accrues, and thus is included in the Fund’s
income, will depend upon which of the permitted accrual
methods the Fund elects.

Very generally, where the Fund purchases a bond at a price that
exceeds the redemption price at maturity—that is, at a
premium—the premium is amortizable over the remaining term of
the bond. In the case of a taxable bond, if the Fund makes an
election applicable to all such bonds it purchases, which election
is irrevocable without consent of the IRS, the Fund reduces the
current taxable income from the bond by the amortized premium
and reduces its tax basis in the bond by the amount of such
offset; upon the disposition or maturity of such bonds, the Fund is
permitted to deduct any remaining premium allocable to a prior
period.

Notwithstanding the discussion in the proceeding paragraph,
effective for taxable years beginning after 2017, Section 451 of
the Code generally requires any accrual method taxpayer to take
into account items of gross income no later than the time at

A portion of the OID accrued on certain high yield discount
obligations may not be deductible to the issuer and will instead
be treated as a dividend paid by the issuer for purposes of the
dividends received deduction. In such cases, if the issuer of the
high yield discount obligations is a domestic corporation, dividend
payments by the Fund may be eligible for the dividends received
deduction to the extent attributable to the deemed dividend
portion of such OID.
Investments in debt obligations that are at risk of or in default
present special tax issues for the Fund. Tax rules are not entirely
clear about issues such as when the Fund may cease to accrue
interest, OID or market discount; whether or to what extent the
Fund should recognize market discount on a debt obligation;
when and to what extent the Fund may take deductions for bad
debts or worthless securities; and how the Fund should allocate
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payments received on obligations in default between principal
and income. These and other related issues will be addressed by
the Fund when, as and if it invests in such securities, in order to
seek to ensure that it distributes sufficient income to preserve its
status as a regulated investment company and does not become
subject to U.S. federal income or excise tax.
Tax Shelter Reporting Regulations
Under Treasury regulations, if a shareholder recognizes a loss of
$2 million or more for an individual shareholder or $10 million or
more for a corporate shareholder, the shareholder must ﬁle with
the IRS a disclosure statement on Form 8886.
Direct shareholders of portfolio securities are in many cases
excepted from this reporting requirement, but under current
guidance, shareholders of a regulated investment company are
not excepted. Future guidance may extend the current exception
from this reporting requirement to shareholders of most or all
regulated investment companies. The fact that a loss is
reportable under these regulations does not affect the legal
determination of whether the taxpayer’s treatment of the loss is
proper.
Shareholders should consult their tax advisers to determine the
applicability of these regulations in light of their individual
circumstances.
Shares Purchased Through Tax-advantaged Arrangements
Special tax rules apply to investments though deﬁned
contribution plans and other tax-qualiﬁed plans or tax-advantaged
arrangements.
Shareholders should consult their tax advisers to determine the
suitability of shares of the Fund as an investment through such
plans and arrangements and the precise effect of such an
investment in their particular tax situations.
Tax-Exempt Shareholders
Under current law, the Fund serves to “block” (that is, prevent
the attribution to shareholders of) UBTI from being realized by
tax-exempt shareholders.
Notwithstanding this “blocking” effect, a tax-exempt shareholder
could realize UBTI by virtue of its investment in the Fund if
shares in the Fund constitute debt-ﬁnanced property in the hands
of the tax-exempt shareholder within the meaning of
Section 514(b) of the Code.
Backup Withholding
The Fund generally is required to withhold and remit to the U.S.
Treasury a percentage of the taxable distributions and
redemption proceeds paid to any individual shareholder who fails
to properly furnish the Fund with a correct taxpayer identiﬁcation
number, who has under-reported dividend or interest income, or
who fails to certify to the Fund that he or she is not subject to
such withholding. Backup withholding is not an additional tax.
Any amounts withheld may be credited against the shareholder’s
U.S. federal income tax liability, provided the appropriate
information is furnished to the IRS.
For a foreign person (as deﬁned below) to qualify for exemption
from the backup withholding tax and for reduced withholding tax
rates under income tax treaties, the foreign investor must comply
with special certiﬁcation and ﬁling requirements. Foreign

investors in the Fund should consult their tax advisers in this
regard.
Foreign Shareholders
Distributions by the Fund to shareholders that are not “U.S.
persons” within the meaning of the Code (“foreign persons”)
properly reported by the Fund as (1) Capital Gain Dividends,
(2) short-term capital gain dividends and (3) interest-related
dividends, each as deﬁned and subject to certain conditions
described below, generally are not subject to withholding of U.S.
federal income tax.
In general, the Code deﬁnes (1) “short-term capital gain
dividends” as distributions of net short-term capital gains in
excess of net long-term capital losses and (2) “interest-related
dividends” as distributions from U.S. source interest income of
types similar to those not subject to U.S. federal income tax if
earned directly by an individual foreign person, in each case to
the extent such distributions are properly reported as such by the
Fund in a written notice to shareholders.
The exceptions to withholding for Capital Gain Dividends and
short-term capital gain dividends do not apply to (a) distributions
to an individual foreign person who was present in the U.S. for a
period or periods aggregating 183 days or more during the year
of the distribution and (b) distributions attributable to gain that is
treated as effectively connected with the conduct by the foreign
person of a trade or business within the United States under
special rules regarding the disposition of U.S. real property
interests (“USRPIs”).
The exception to withholding for interest-related dividends does
not apply to distributions to a foreign shareholder (w) that has not
provided a satisfactory statement that the beneﬁcial owner is not
a U.S. person, (x) to the extent that the dividend is attributable to
certain interest on an obligation if the foreign person is the issuer
or a 10% shareholder of the issuer, (y) that is within certain
foreign countries that have inadequate information exchange with
the U.S., or (z) to the extent the dividend is attributable to interest
paid by a person that is a related person of the foreign person
and the foreign person is a CFC. If the Fund invests in a
regulated investment company that pays Capital Gain Dividends,
short-term capital gain dividends or interest-related dividends to
the Fund, such distributions retain their character as not subject
to withholding if properly reported when paid by the Fund to
foreign shareholders. The Fund is permitted to report such part
of its dividends as short-term capital gain and/or interest-related
dividends as are eligible, but is not required to do so.
In the case of shares held through an intermediary, the
intermediary may withhold even if the Fund reports all or a
portion of such payments as short-term capital gain or interestrelated dividends to shareholders.
Foreign persons should contact their intermediaries regarding the
application of these rules to their accounts.
Distributions by the Fund to beneﬁcial holders of shares who are
foreign persons other than Capital Gain Dividends, short-term
capital gain dividends and interest-related dividends (e.g., dividends
attributable to dividend and foreign-source interest income or to
short-term capital gains or U.S. source interest income to which the
exception from withholding described above does not apply) are
generally subject to withholding of U.S. federal income tax at a rate
of 30% (or lower applicable treaty rate).
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A beneﬁcial holder of shares who is a foreign person is not, in
general, subject to U.S. federal income tax on gains (and is not
allowed a deduction for losses) realized on a sale, exchange or
redemption of such shares of the Fund unless (i) such gain is
“effectively connected” with the conduct of a trade or business
carried on by such holder within the U.S., (ii) in the case of an
individual holder, the holder is present in the U.S. for a period or
periods aggregating 183 days or more during the year of the sale
and certain other conditions are met or (iii) the special rules
relating to gain attributable to the sale or exchange of USRPIs
apply to the foreign holder’s sale, exchange or redemption of
shares of the Fund (as described below).
Special rules would apply if the Fund were a qualiﬁed investment
entity (“QIE”) because it is either a “U.S. real property holding
corporation” (“USRPHC”) or would be a USRPHC but for the
operation of certain exceptions to the deﬁnition of USRPIs
described below. Very generally, a USRPHC is a domestic
corporation that holds USRPIs the fair market value of which
equals or exceeds 50% of the sum of the fair market values of
the corporation’s USRPIs, interests in real property located
outside the United States, and other trade or business assets.
USRPIs generally are deﬁned as any interest in U.S. real
property and any interest (other than solely as a creditor) in a
USRPHC or, very generally, an entity that has been a USRPHC in
the last ﬁve years. A regulated investment company that holds,
directly or indirectly, signiﬁcant interests in REITs may be a
USRPHC. Interests in domestically controlled QIEs, including
REITs and regulated investment companies that are QIEs, notgreater-than-10% interests in publicly traded classes of stock in
REITs and not-greater-than-5% interests in publicly traded
classes of stock in regulated investment companies generally are
not USRPIs, but these exceptions do not apply for purposes of
determining whether the Fund is a QIE. If an interest in the Fund
were a USRPI, the Fund would be required to withhold U.S. tax
on the proceeds of a share redemption by a greater-than-5%
foreign holder, in which case such foreign holder generally would
also be required to ﬁle U.S. tax returns and pay any additional
taxes due in connection with the redemption.
If the Fund were a QIE, under a special “look through” rule, any
distributions by the Fund to a foreign holder (including, in certain
cases, distributions made by the Fund in redemption of its
shares) attributable directly or indirectly to (i) distributions
received by the Fund from a lower-tier regulated investment
company or REIT that the Fund is required to treat as USRPI
gain in its hands and (ii) gains realized on the disposition of
USRPIs by the Fund would retain their character as gains
realized from USRPIs in the hands of the Fund’s foreign holders
and would be subject to U.S. tax withholding. In addition, such
distributions could result in the foreign holder being required to
ﬁle a U.S. tax return and pay tax on the distributions at regular
U.S. federal income tax rates. The consequences to a foreign
holder, including the rate of such withholding and character of
such distributions (e.g., as ordinary income or USRPI gain),
would vary depending upon the extent of the foreign holder’s
current and past ownership of the Fund.

Foreign holders should consult their tax advisers and, if holding
shares through intermediaries, their intermediaries, concerning
the application of these rules to their investment in the Fund.
If a foreign person is potentially eligible for the beneﬁts of a tax
treaty, any effectively connected income or gain will generally be
subject to U.S. federal income tax on a net basis only if it is also
attributable to a permanent establishment maintained by the
shareholder in the U.S. A foreign person may also be subject to
U.S. withholding tax on the proceeds of a redemption of Fund
shares if such redemption proceeds are treated as a dividend as
described above under “Sale, Exchange or Redemption of
Shares.” More generally, foreign persons who are residents in a
country with an income tax treaty with the U.S. may obtain
different tax results than those described herein, and are urged to
consult their tax advisers.
A beneﬁcial holder of shares who is a foreign person may be
subject to state, local or foreign taxes, and to the U.S. federal
estate tax in addition to the U.S. federal income tax rules
described above.
Certain Additional Withholding and Reporting Requirements
Shareholders that are U.S. persons and own, directly or indirectly,
more than 50% of the Fund could be required to report annually
their “ﬁnancial interest” in the Fund’s “foreign ﬁnancial accounts,”
if any, on FinCEN Form 114, Report of Foreign Bank and
Financial Accounts (FBAR).
Shareholders should consult a tax adviser regarding the
applicability to them of this reporting requirement.
Sections 1471-1474 of the Code and the U.S. Treasury and IRS
guidance issued thereunder (collectively, “FATCA”) generally
require the Fund to obtain information sufficient to identify the
status of each of its shareholders under FATCA or under an
applicable intergovernmental agreement (an “IGA”) between the
United States and a foreign government.
If a shareholder fails to provide the requested information or
otherwise fails to comply with FATCA or an IGA, the Fund may be
required to withhold under FATCA at a rate of 30% with respect
to that shareholder on ordinary dividends it pays. The IRS and
the Department of Treasury have issued proposed regulations
providing that these withholding rules will not apply to the gross
proceeds of share redemptions or Capital Gain Dividends the
Fund pays.
If a payment by the Fund is subject to FATCA withholding, the
Fund is required to withhold even if such payment would
otherwise be exempt from withholding under the rules applicable
to foreign persons described above (e.g., short-term capital gain
dividends and interest-related dividends).
Each prospective investor is urged to consult its tax adviser
regarding the applicability of FATCA and any other reporting
requirements with respect to the prospective investor’s own
situation, including investments through an intermediary.

Foreign holders of the Fund also may be subject to “wash sale”
rules to prevent the avoidance of the tax-ﬁling and -payment
obligations discussed above through the sale and repurchase of
Fund shares.
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Financial statements of the Fund for the ﬁscal year or period
ended April 30, 2020 are incorporated by reference to the Annual
Report ﬁled with the SEC for the Fund on Form N-CSR on
June 26, 2020 (SEC Accession No. 0001104659-20-077491).
These ﬁnancial statements have been incorporated by reference
herein in reliance on the report of Cohen & Company, Ltd., the
Trust’s independent registered public accounting ﬁrm, also
incorporated by reference herein, and upon the authority of said
ﬁrm as experts in accounting and auditing.
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