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THE TRUST

General. Each Fund is a separate series of the Trust. The Trust is an open-end investment management company
established under Massachusetts law as a Massachusetts voluntary association (commonly known as a business
trust) under a Declaration of Trust dated July 24, 1992, as amended and restated as of February 18, 2004 and
August 10, 2004 and as amended May 15, 2012 (the “Declaration of Trust”). Prior to August 10, 2004, the
Trust’s name was The Arbor Fund. The Declaration of Trust permits the Trust to offer separate series (“funds’) of
shares of beneficial interest (“shares”). The Trust reserves the right to create and issue shares of additional funds.
Each fund is a separate mutual fund, and each share of each fund represents an equal proportionate interest in that
fund. All consideration received by the Trust for shares of any fund and all assets of such fund belong solely to
that fund and would be subject to liabilities related thereto. Each fund of the Trust pays its (i) operating expenses,
including fees of its service providers, expenses of preparing prospectuses, proxy solicitation material and reports
to shareholders, costs of custodial services and registering its shares under federal and state securities laws,
pricing and insurance expenses, brokerage costs, interest charges, taxes and organization expenses and (ii) pro rata
share of the fund’s other expenses, including audit and legal expenses. Expenses attributable to a specific fund
shall be payable solely out of the assets of that fund. Expenses not attributable to a specific fund are allocated
across all of the funds on the basis of relative net assets. The other funds of the Trust are described in one or more
separate statements of additional information.

Description of Multiple Classes of Shares. The Trust is authorized to offer shares of each Fund in Class A
Shares and Class I Shares. The different classes provide for variations in sales charges and certain distribution
expenses and in the minimum investment requirements. The Trust reserves the right to create and issue additional
classes of shares. Minimum investment requirements and investor eligibility are described in the prospectus.
Class A Shares of the Kopernik International Fund are currently not available for purchase. For more information
on distribution expenses, see “Payments to Financial Intermediaries.”

Voting Rights. Each shareholder of record is entitled to one vote for each share held on the record date for the
meeting. Each Fund will vote separately on matters relating solely to it. As a Massachusetts voluntary
association, the Trust is not required, and does not intend, to hold annual meetings of shareholders. Approval of
shareholders will be sought, however, for certain changes in the operation of the Trust and for the election of
Trustees under certain circumstances. Under the Declaration of Trust, the Trustees have the power to liquidate a
Fund without shareholder approval. While the Trustees have no present intention of exercising this power, they
may do so if a Fund fails to reach a viable size within a reasonable amount of time or for such other reasons as
may be determined by the Board of Trustees (each, a “Trustee” and collectively, the “Board”).

In addition, a Trustee may be removed by the remaining Trustees or by shareholders at a special meeting called
upon written request of shareholders owning at least 10% of the outstanding shares of the Trust. In the event that
such a meeting is requested, the Trust will provide appropriate assistance and information to the shareholders
requesting the meeting.

Any series of the Trust created on or after February 18, 2004 may reorganize or merge with one or more other
series of the Trust or of another investment company. Any such reorganization or merger shall be pursuant to the
terms and conditions specified in an agreement and plan of reorganization authorized and approved by the
Trustees and entered into by the relevant series in connection therewith. In addition, such reorganization or
merger may be authorized by vote of a majority of the Trustees then in office and, to the extent permitted by
applicable law and the Declaration of Trust, without the approval of shareholders of any series.

DB1/ 84973970.7 S-1



DB1/ 84973970.7

DESCRIPTION OF PERMITTED INVESTMENTS AND RISK FACTORS

Each Fund’s investment objective and principal investment strategies are described in the prospectus. Each Fund
is classified as a “diversified” investment company under the Investment Company Act of 1940, as amended (the
“1940 Act”). The following information supplements, and should be read in conjunction with, the prospectus.

The following are descriptions of the permitted investments and investment practices of the Funds and the
associated risk factors. Each Fund may invest in any of the following instruments or engage in any of the
following investment practices unless such investment or activity is inconsistent with or is not permitted by the
Fund’s stated investment policies, including those stated below.

AMERICAN DEPOSITARY RECEIPTS—American Depositary Receipts (“ADRs”), as well as other “hybrid”
forms of ADRs, including European Depositary Receipts (“EDRs”), Continental Depositary Receipts (“CDRs”)
and Global Depositary Receipts (“GDRs”), are certificates evidencing ownership of shares of a foreign issuer.
Depositary receipts may be sponsored or unsponsored. These certificates are issued by depositary banks and
generally trade on an established market in the U.S. or elsewhere. The underlying shares are held in trust by a
custodian bank or similar financial institution in the issuer’s home country. The depositary bank may not have
physical custody of the underlying securities at all times and may charge fees for various services, including
forwarding dividends and interest and corporate actions. ADRs are alternatives to directly purchasing the
underlying foreign securities in their national markets and currencies. However, ADRs continue to be subject to
many of the risks associated with investing directly in foreign securities.

Investments in the securities of foreign issuers may subject the Funds to investment risks that differ in some
respects from those related to investments in securities of U.S. issuers. Such risks include future adverse political
and economic developments, possible imposition of withholding taxes on income, possible seizure,
nationalization or expropriation of foreign deposits, possible establishment of exchange controls or taxation at the
source or greater fluctuation in value due to changes in exchange rates. Foreign issuers of securities often engage
in business practices different from those of domestic issuers of similar securities, and there may be less
information publicly available about foreign issuers. In addition, foreign issuers are, generally speaking, subject to
less government supervision and regulation and different accounting treatment than are those in the U.S.

Although the two types of depositary receipt facilities (unsponsored and sponsored) are similar, there are
differences regarding a holder’s rights and obligations and the practices of market participants. A depository may
establish an unsponsored facility without participation by (or acquiescence of) the underlying issuer; typically,
however, the depository requests a letter of non-objection from the underlying issuer prior to establishing the
facility. Holders of unsponsored depositary receipts generally bear all the costs of the facility. The depository
usually charges fees upon the deposit and withdrawal of the underlying securities, the conversion of dividends
into U.S. dollars or other currency, the disposition of non-cash distributions, and the performance of other
services. The depository of an unsponsored facility frequently is under no obligation to distribute shareholder
communications received from the underlying issuer or to pass through voting rights to depositary receipt holders
with respect to the underlying securities.

Sponsored depositary receipt facilities are created in generally the same manner as unsponsored facilities, except
that sponsored depositary receipts are established jointly by a depository and the underlying issuer through a
deposit agreement. The deposit agreement sets out the rights and responsibilities of the underlying issuer, the
depository, and the depositary receipt holders. With sponsored facilities, the underlying issuer typically bears
some of the costs of the depositary receipts (such as dividend payment fees of the depository), although most
sponsored depositary receipt holders may bear costs such as deposit and withdrawal fees. Depositories of most
sponsored depositary receipts agree to distribute notices of shareholder meetings, voting instructions, and other
shareholder communications and information to the depositary receipt holders at the underlying issuer’s request.
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ASSET-BACKED SECURITIES—Asset-backed securities are securities backed by non-mortgage assets such
as company receivables, truck and auto loans, leases, home equity loans and credit card receivables. Other asset-
backed securities may be created in the future. Asset-backed securities are generally issued as pass-through
certificates, which represent undivided fractional ownership interests in the underlying pools of assets. Asset-
backed securities also may be debt instruments, which are also known as collateralized obligations and are
generally issued as the debt of a special purpose entity, such as a trust, organized solely for the purpose of owning
such assets and issuing debt obligations. Asset-backed securities may be traded over-the-counter and typically
have a short-intermediate maturity structure depending on the paydown characteristics of the underlying financial
assets which are passed through to the security holder.

Asset-backed securities are not issued or guaranteed by the U.S. Government, its agencies or instrumentalities;
however, the payment of principal and interest on such obligations may be guaranteed up to certain amounts and,
for a certain period, by a letter of credit issued by a financial institution (such as a bank or insurance company)
unaffiliated with the issuers of such securities. The purchase of asset-backed securities raises risk considerations
peculiar to the financing of the instruments underlying such securities. For example, there is a risk that another
party could acquire an interest in the obligations superior to that of the holders of the asset-backed securities.
There also is the possibility that recoveries on repossessed collateral may not, in some cases, be available to
support payments on those securities.

Collateralized Debt Obligations. Collateralized debt obligations (“CDOs”) are securitized interests in pools of
non-mortgage assets. Such assets usually comprise loans or debt instruments. A CDO may be called a
collateralized loan obligation (CLO) if it holds only loans. Multiple levels of securities are issued by the CDO,
offering various maturity and credit risk characteristics which are characterized according to their degree of credit
risk. Purchasers in CDOs are credited with their portion of the scheduled payments of interest and principal on the
underlying assets plus all unscheduled prepayments of principal based on a predetermined priority schedule.
Accordingly, the CDOs in the longer maturity series are less likely than other asset pass-throughs to be prepaid
prior to their stated maturity.

Asset-backed securities entail prepayment risk, which may vary depending on the type of asset, but is generally
less than the prepayment risk associated with mortgage-backed securities. In addition, credit card receivables are
unsecured obligations of the card holder. There may be a limited secondary market for such securities.

In addition to the general risks associated with debt securities discussed in this SAI and the prospectus, asset-
backed securities carry additional risks including, but not limited to, the possibilities that (i) the pace of payments
on underlying assets may be faster or slower than anticipated or payments may be in default; (ii) the
creditworthiness of the credit support provider may deteriorate; and (iii) such securities may become less liquid or
harder to value as a result of market conditions or other circumstances.

For the purposes of the Funds’ concentration policies, asset-based securities will be classified according to the
underlying assets securing such securities.

COMMERCIAL PAPER—Commercial paper is the term used to designate unsecured, short-term promissory
notes issued by corporations and other entities. Maturities on these issues vary from a few days up to 270 days.

COMMODITY INVESTMENTS—The Funds may seek to provide exposure to the investment returns of real
assets that trade in the commodity markets through investments in commodity investments, 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. The
Adviser seeks to provide exposure to various commodities and commodity sectors. The value of commodity-
linked derivative securities 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
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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 investments 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.

CONSTRUCTION LOANS—In general, construction loans are mortgages on multifamily homes that are
insured by the Federal Housing Administration (“FHA”) under various federal programs of the National Housing
Act of 1934 and its amendments. Several FHA programs have evolved to ensure the construction financing and
permanent mortgage financing on multifamily residences, nursing homes, elderly residential facilities, and health
care units. Project loans typically trade in two forms: either as FHA-insured or Government National Mortgage
Association (“GNMA”) insured pass-through securities. In this case, a qualified issuer issues the pass-through
securities while holding the underlying mortgage loans as collateral. Regardless of form, all projects are
government-guaranteed by the U.S. Department of Housing and Urban Development (“HUD”) through the FHA
insurance fund. The credit backing of all FHA and GNMA projects derives from the FHA insurance fund, so
projects issued in either form enjoy the full faith and credit backing of the U.S. Government.

Most project pools consist of one large mortgage loan rather than numerous smaller mortgages, as is typically the
case with agency single-family mortgage securities. As such, prepayments on projects are driven by the incentives
most mortgagors have to refinance, and are very project-specific in nature. However, to qualify for certain
government programs, many project securities contain specific prepayment restrictions and penalties.

Under multifamily insurance programs, the government insures the construction financing of projects as well as
the permanent mortgage financing on the completed structures. This is unlike the single-family mortgage market,
in which the government only insures mortgages on completed homes. Investors purchase new projects by
committing to fund construction costs on a monthly basis until the project is built. Upon project completion, an
investor’s construction loan commitments are converted into a proportionate share of the final permanent project
mortgage loan. The construction financing portion of a project trades in the secondary market as an insured
Construction Loan Certificate (“CLC”). When the project is completed, the investor exchanges all the monthly
CLC:s for an insured Permanent Loan Certificate (“PLC”). The PLC is an insured pass-through security backed by
the final mortgage on the completed property. As such, PLCs typically have a thirty-five to forty year maturity,
depending on the type of final project. There are vastly more PLCs than CLCs in the market, owing to the long
economic lives of the project structures. While neither CLCs nor PLCs are as liquid as agency single-family
mortgage securities, both are traded on the secondary market and would generally not be considered illiquid. The
benefit to owning these securities is a relatively high yield combined with significant prepayment protection,
which generally makes these types of securities more attractive when prepayments are expected to be high in the
mortgage market. CLCs typically offer a higher yield due to the fact that they are somewhat more
administratively burdensome to account for.

CREDIT-LINKED NOTES—Credit-linked securities typically are issued by a limited purpose trust or other
vehicle that, in turn, invests in a derivative instrument or basket of derivative instruments, such as credit default
swaps or interest rate swaps, to obtain exposure to certain fixed-income markets or to remain fully invested when
more traditional income producing securities are not available. Like an investment in a bond, an investment in
credit-linked notes represents the right to receive periodic income payments (in the form of distributions) and
payment of principal at the end of the term of the security. However, these payments are conditioned on the
issuer’s receipt of payments from, and the issuer’s potential obligations to, the counterparties to certain derivative
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instruments entered into by the issuer of the credit-linked note. For example, the issuer may sell one or more
credit default swaps entitling the issuer to receive a stream of payments over the term of the swap agreements
provided that no event of default has occurred with respect to the referenced debt obligation upon which the swap
is based. If a default occurs then the stream of payments may stop and the issuer would be obligated to pay the
counterparty the par (or other agreed upon value) of the referenced debt obligation. An investor holding a credit-
linked note generally receives a fixed or floating coupon and the note’s par value upon maturity, unless the
referred credit defaults or declares bankruptcy, in which case the investor receives the amount recovered. In
effect, investors holding credit-linked notes receive a higher yield in exchange for assuming the risk of a specified
credit event.

DEMAND INSTRUMENTS—Certain instruments may entail a demand feature which permits the holder to
demand payment of the principal amount of the instrument. Demand instruments may include variable amount
master demand notes. Demand instruments with demand notice periods exceeding seven days are considered to be
illiquid securities. Additional information about illiquid securities is provided under “Illiquid Securities.”

DIRECT LOANS, ASSIGNMENTS AND LOAN PARTICIPATIONS—Senior loans and bank loans typically
are arranged through private negotiations between a borrower and several financial institutions or a group of
lenders which are represented by one or more lenders acting as agent. The agent is often a commercial bank that
originates the loan and invites other parties to join the lending syndicate. The agent will be primarily responsible
for negotiating the loan agreement and will have responsibility for the documentation and ongoing administration
of the loan on behalf of the lenders after completion of the loan transaction. A Fund can invest in a senior loan or
bank loan either as a direct lender or through an assignment or participation.

When a Fund acts as a direct lender, it will have a direct contractual relationship with the borrower and may
participate in structuring the loan, may enforce compliance by the borrower with the terms of the loan agreement
and may have voting, consent and set-off rights under the loan agreement.

Loan assignments are investments in all or a portion of certain senior loans or bank loans purchased from the
lenders or from other third parties. The purchaser of an assignment typically will acquire direct rights against the
borrower under the loan. While the purchaser of an assignment typically succeeds to all the rights and obligations
of the assigning lender under the loan agreement, because assignments are arranged through private negotiations
between potential assignees and assignors, or other third parties whose interests are being assigned, the rights and
obligations acquired by a Fund may differ from and be more limited than those held by the assigning lender.

A holder of a loan participation typically has only a contractual right with the seller of the participation and not
with the borrower or any other entities interpositioned between the seller of the participation and the borrower. As
such, the purchaser of a loan participation assumes the credit risk of the seller of the participation, and any
intermediary entities between the seller and the borrower, in addition to the credit risk of the borrower. When a
Fund holds a loan participation, it will have the right to receive payments of principal, interest and fees to which it
may be entitled only from the seller of the participation and only upon receipt of the seller of such payments from
the borrower or from any intermediary parties between the seller and the borrower. Additionally, a Fund generally
will have no right to enforce compliance by the borrower with the terms of the loan agreement, will have no
voting, consent or set-off rights under the loan agreement and may not directly benefit from the collateral
supporting the loan although lenders that sell participations generally are required to distribute liquidation
proceeds received by them pro rata among the holders of such participations. In the event of the bankruptcy or
insolvency of the borrower, a loan participation may be subject to certain defenses that can be asserted by the
borrower as a result of improper conduct by the seller or intermediary. If the borrower fails to pay principal and
interest when due, a Fund may be subject to greater delays, expenses and risks that those that would have been
involved if the Fund had purchased a direct obligation of such borrower.

Direct loans, assignments and loan participations may be considered liquid, as determined by the Adviser based
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on criteria approved by the Board.

The Adviser may from time to time have the opportunity to receive material, non-public information
(“Confidential Information”) about the borrower, including financial information and related documentation
regarding the borrower that is not publicly available. Pursuant to applicable policies and procedures, the Adviser
may (but is not required to) seek to avoid receipt of Confidential Information from the borrower so as to avoid
possible restrictions on its ability to purchase and sell investments on behalf of a Fund and other clients to which
such Confidential Information relates (e.g., publicly traded securities issued by the borrower). In such
circumstances, a Fund (and other clients of the Adviser) may be disadvantaged in comparison to other investors,
including with respect to the price the Fund pays or receives when it buys or sells a bank loan. Further, the
Adviser’s abilities to assess the desirability of proposed consents, waivers or amendments with respect to certain
bank loans may be compromised if it is not privy to available Confidential Information. The Adviser may also
determine to receive such Confidential Information in certain circumstances under its applicable policies and
procedures. If the Adviser intentionally or unintentionally comes into possession of Confidential Information, it
may be unable, potentially for a substantial period of time, to purchase or sell publicly traded securities to which
such Confidential Information relates.

DISTRESSED SECURITIES—Distressed securities are securities of issuers that are in transition, out of favor,
financially leveraged or troubled, or potentially troubled, and may be or have recently been involved in major
strategic actions, restructurings, bankruptcy, reorganization or liquidation. Distressed securities are considered
risky investments although they also may offer the potential for correspondingly high returns. Such companies’
securities may be considered speculative, and the ability of such companies to pay their debts on schedule could
be affected by adverse interest rate movements, changes in the general economic climate, economic factors
affecting a particular industry or specific developments within such companies.

EQUITY-LINKED WARRANTS—Equity-linked warrants provide a way for investors to access markets where
entry is difficult and time consuming due to regulation. Typically, a broker issues warrants to an investor and then
purchases shares in the local market and issues a call warrant hedged on the underlying holding. If the investor
exercises his call and closes his position, the shares are sold and the warrant is redeemed with the proceeds. The
Funds may invest in equity-linked warrants.

Each warrant represents one share of the underlying stock. Therefore, the price, performance and liquidity of the
warrant are all directly linked to the underlying stock. The warrants can be redeemed for 100% of the value of the
underlying stock (less transaction costs). Being American style warrants, they can be exercised at any time. The
warrants are U.S. dollar-denominated and priced daily on several international stock exchanges.

There are risks associated with equity-linked warrants. The investor will bear the full counterparty risk to the
issuing broker (but the Adviser selects to mitigate this risk by only purchasing from issuers with high credit
ratings). They also have a longer settlement period because they go through the same registration process as the
underlying shares (about three weeks) and during this time the shares cannot be sold. There is currently no active
trading market for equity-linked warrants. Certain issuers of such warrants may be deemed to be “investment
companies” as defined in the 1940 Act. As a result, the Funds’ investment in such warrants may be limited by
certain investment restrictions contained in the 1940 Act.

EQUITY SECURITIES—Equity securities represent ownership interests in a company and include common
stocks, preferred stocks, rights, warrants to acquire common stock and securities convertible into common stock.
Investments in equity securities in general are subject to market risks, which may cause their prices to fluctuate
over time. Fluctuations in the value of equity securities in which the Funds invest will cause the net asset values
of the Funds to fluctuate. The Funds purchase and sell equity securities in various ways, including securities listed
on recognized foreign exchanges, traded in the U.S. on registered exchanges or in the over-the-counter market.
Equity securities are described in more detail below:
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Common Stock. Common stock represents an equity or ownership interest in an issuer. In the event an issuer is
liquidated or declares bankruptcy, the claims of owners of bonds and preferred stock take precedence over the
claims of those who own common stock.

Preferred Stock. Preferred stock represents an equity or ownership interest in an issuer that pays dividends at a
specified rate and that has precedence over common stock in the payment of dividends. In the event an issuer is
liquidated or declares bankruptcy, the claims of owners of bonds take precedence over the claims of those who
own preferred and common stock. The Funds may purchase preferred stock of all ratings, as well as unrated stock.

Warrants. Warrants are instruments that entitle the holder to buy an equity security at a specific price for a
specific period of time. Changes in the value of a warrant do not necessarily correspond to changes in the value of
its underlying security. The price of a warrant may be more volatile than the price of its underlying security, and a
warrant may offer greater potential for capital appreciation as well as capital loss. Warrants do not entitle a holder
to dividends or voting rights with respect to the underlying security and do not represent any rights in the assets of
the issuing company. A warrant ceases to have value if it is not exercised prior to its expiration date. These factors
can make warrants more speculative than other types of investments.

Convertible Securities. Convertible securities are bonds, debentures, notes, preferred stocks or other securities that
may be converted or exchanged (by the holder or by the issuer) into shares of the underlying common stock (or
cash or securities of equivalent value) at a stated exchange ratio. A convertible security may also be called for
redemption or conversion by the issuer after a particular date and under certain circumstances (including a
specified price) established upon issue. If a convertible security held by a 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.

Convertible securities generally have less potential for gain or loss than common stocks. Convertible securities
generally provide yields higher than the underlying common stocks, but generally lower than comparable non-
convertible securities. Because of this higher yield, convertible securities generally sell at a price above their
“conversion value,” which is the current market value of the stock to be received upon conversion. The difference
between this conversion value and the price of convertible securities will vary over time depending on changes in
the value of the underlying common stocks and interest rates. When the underlying common stocks decline in
value, convertible securities will tend not to decline to the same extent because of the interest or dividend
payments and the repayment of principal at maturity for certain types of convertible securities. However,
securities that are convertible other than at the option of the holder generally do not limit the potential for loss to
the same extent as securities convertible at the option of the holder. When the underlying common stocks rise in
value, the value of convertible securities may also be expected to increase. At the same time, however, the
difference between the market value of convertible securities and their conversion value will narrow, which
means that the value of convertible securities will generally not increase to the same extent as the value of the
underlying common stocks. Because convertible securities may also be interest-rate sensitive, their value may
increase as interest rates fall and decrease as interest rates rise. Convertible securities are also subject to credit
risk, and are often lower-quality securities. If a Fund invests in convertible securities, it may purchase convertible
securities of all ratings, as well as unrated securities.

Small and Medium Capitalization Issuers. Investing in equity securities of small and medium capitalization
companies often involves greater risk than is customarily associated with investments in larger capitalization
companies. This increased risk may be due to the greater business risks of smaller size, limited markets and
financial resources, narrow product lines and the frequent lack of depth of management. The securities of smaller
companies typically have lower trading volumes and consequently are often less liquid. They may also have less
market stability and may be subject to more severe, abrupt or erratic market movements than securities of larger,
more established companies or the market averages in general.

EUROBONDS—A Eurobond is a fixed income security denominated in U.S. dollars or another currency and
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sold to investors outside of the country whose currency is used. Eurobonds may be issued by government or
corporate issuers and are typically underwritten by banks and brokerage firms from numerous countries. While
Eurobonds typically pay principal and interest in Eurodollars or U.S. dollars held in banks outside of the United
States, they may pay principal and interest in other currencies.

EXCHANGE TRADED NOTES—Exchange traded notes (“ETNs”) generally are senior, unsecured,
unsubordinated debt securities issued by a sponsor. They are designed to provide investors a different way to gain
exposure to the returns of market benchmarks, particularly those in the natural resource and commodity markets.
An ETN’s returns are based on the performance of a market index minus fees and expenses. ETNs are not equity
investments or investment companies, but they do share some characteristics with those investment vehicles. As
with equities, ETNs can be shorted, and as with exchange traded funds (“ETFs”) and index funds, they are
designed to track the total return performance of a benchmark index. Like ETFs, ETNs are traded on an exchange
and can be bought and sold on the listed exchange. However, unlike an ETF, an ETN can be held until the ETN’s
maturity, at which time the issuer will pay a return linked to the performance of the market index to which the
ETN is linked minus certain fees. Unlike regular bonds, ETNs do not make periodic interest payments and
principal is not protected. The market value of an ETN is determined by supply and demand, the current
performance of the market index to which the ETN is linked, and the credit rating of the ETN issuer.

The market value of ETN shares may differ from their net asset value. This difference in price may be due to the
fact that the supply and demand in the market for ETN shares at any point in time is not always identical to the
supply and demand in the market for the securities/commodities/instruments underlying the index that the ETN
seeks to track. The value of an ETN may also change due to a change in the issuer’s credit rating. As a result,
there may be times when an ETN share trades at a premium or discount to its net asset value. Certain ETNs may
not produce qualifying income for purposes of the “Qualifying Income Test” (as defined in the “Taxes” section of
this SAI), which must be met in order for each Fund to maintain its status as a regulated investment company
(“RIC”) under the Internal Revenue Code of 1986, as amended (the “Code’). The Funds intend to monitor
such investments to ensure that any non-qualifying income does not exceed permissible limits, but the Funds may
not be able to accurately predict the non-qualifying income from these investments (see more information in the
“Taxes” section of this SAI).

FIXED INCOME SECURITIES—Fixed income securities consist primarily of debt obligations issued by
governments, corporations, municipalities and other borrowers but may also include structured securities that
provide for participation interests in debt obligations. The market value of the fixed income securities in which
the Funds invest will change in response to interest rate changes and other factors. During periods of falling
interest rates, the values of outstanding fixed income securities generally rise. Conversely, during periods of rising
interest rates, the values of such securities generally decline. Moreover, while securities with longer maturities
tend to produce higher yields, the prices of longer maturity securities are also subject to greater market
fluctuations as a result of changes in interest rates. Changes by recognized agencies in the rating of any fixed
income security and in the ability of an issuer to make payments of interest and principal also affect the value of
these investments. Changes in the value of these securities will not necessarily affect cash income derived from
these securities, but will affect the Funds’ net asset values.

Securities held by the Funds that are guaranteed by the U.S. Government, its agencies or instrumentalities
guarantee only the payment of principal and interest, and do not guarantee the securities’ yield or value or the
yield or value of the Funds’ shares.

There is a risk that the current interest rate on floating and variable rate instruments may not accurately reflect
existing market interest rates.

Additional information regarding fixed income securities is described below:

Duration. Duration is a measure of the expected change in value of a fixed income security for a given change in
interest rates. For example, if interest rates changed by one percent, the value of a security having an effective
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duration of two years generally would vary by two percent. Duration takes the length of the time intervals
between the present time and time that the interest and principal payments are scheduled, or in the case of a
callable bond, expected to be received, and weighs them by the present values of the cash to be received at each
future point in time.

Investment Grade Fixed Income Securities. Fixed income securities are considered investment grade if they are
rated in one of the four highest rating categories by a nationally recognized statistical rating organization (a
“NRSRO”), or, if not rated, are determined to be of comparable quality by the Adviser. See “Description of
Ratings” for a description of the bond rating categories of several NRSROs. Ratings of each NRSRO represent its
opinion of the safety of principal and interest payments (and not the market risk) of bonds and other fixed income
securities it undertakes to rate at the time of issuance. Ratings are not absolute standards of quality and may not
reflect changes in an issuer’s creditworthiness. Fixed income securities rated BBB- or Baa3 lack outstanding
investment characteristics, and have speculative characteristics as well. Securities rated Baa3 by Moody’s
Investors Services, Inc. (“Moody’s”) or BBB- by Standard & Poor’s (“S&P”) or higher are considered by those
rating agencies to be “investment grade” securities, although Moody’s considers securities rated in the Baa
category to have speculative characteristics. While issuers of bonds rated BBB by S&P are considered to have
adequate capacity to meet their financial commitments, adverse economic conditions or changing circumstances
are more likely to lead to a weakened capacity to pay interest and principal for debt in this category than debt in
higher rated categories. In the event a security owned by a Fund is downgraded below investment grade, the
Adviser will review the situation and take appropriate action with regard to the security, including the actions
discussed below.

Lower Rated Securities. Lower-rated bonds or non-investment grade bonds are commonly referred to as “junk
bonds” or high-yield/high-risk securities. Lower rated securities are defined as securities rated below the fourth
highest rating category by an NRSRO. Such obligations are speculative and may be in default.

Fixed income securities are subject to the risk of an issuer’s ability to meet principal and interest payments on the
obligation (credit risk), and may also be subject to price volatility due to such factors as interest rate sensitivity,
market perception of the creditworthiness of the issuer and general market liquidity (market risk). Lower rated or
unrated (i.e., high yield) securities are more likely to react to developments affecting market and credit risk than
are more highly rated securities, which primarily react to movements in the general level of interest rates. Yields
and market values of high yield securities will fluctuate over time, reflecting not only changing interest rates but
the market’s perception of credit quality and the outlook for economic growth. When economic conditions appear
to be deteriorating, medium to lower rated securities may decline in value due to heightened concern over credit
quality, regardless of prevailing interest rates. Investors should carefully consider the relative risks of investing in
high yield securities and understand that such securities are not generally meant for short-term investing.

Adverse economic developments can disrupt the market for high yield securities, and severely affect the ability of
issuers, especially highly leveraged issuers, to service their debt obligations or to repay their obligations upon
maturity, which may lead to a higher incidence of default on such securities. In addition, the secondary market for
high yield securities may not be as liquid as the secondary market for more highly rated securities. As a result, the
Adpviser could find it more difficult to sell these securities or may be able to sell the securities only at prices lower
than if such securities were highly liquid. Furthermore, the Funds may experience difficulty in valuing certain
securities at certain times. Prices realized upon the sale of such lower rated or unrated securities, under these
circumstances, may be less than the prices used in calculating a Fund’s net asset value. Prices for high yield
securities may also be affected by legislative and regulatory developments.

Lower rated or unrated fixed income obligations also present risks based on payment expectations. If an issuer
calls the obligations for redemption, a Fund may have to replace the security with a lower yielding security,
resulting in a decreased return for investors. If a Fund experiences unexpected net redemptions, it may be forced
to sell its higher rated securities, resulting in a decline in the overall credit quality of the Fund’s investment
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portfolio and increasing the exposure of the Fund to the risks of high yield securities.

Sensitivity to Interest Rate and Economic Changes. Lower rated bonds are very sensitive to adverse economic
changes and corporate developments. During an economic downturn, highly leveraged issuers may experience
financial stress that would adversely affect their ability to service their principal and interest payment obligations,
to meet projected business goals, and to obtain additional financing. If the issuer of a bond defaulted on its
obligations to pay interest or principal or entered into bankruptcy proceedings, a Fund may incur losses or
expenses in seeking recovery of amounts owed to it. In addition, periods of economic uncertainty and change can
be expected to result in increased volatility of market prices of high-yield, high-risk bonds and the Funds’ net
asset values.

Payment Expectations. High-yield, high-risk bonds may contain redemption or call provisions. If an issuer
exercised these provisions in a declining interest rate market, a Fund would have to replace the security with a
lower yielding security, resulting in a decreased return for investors. Conversely, a high-yield, high-risk bond’s
value may decrease in a rising interest rate market, as will the value of a Fund’s assets. If a Fund experiences
significant unexpected net redemptions, this may force it to sell high-yield, high-risk bonds without regard to their
investment merits, thereby decreasing the asset base upon which expenses can be spread and possibly reducing
the Fund’s rate of return.

Liquidity and Valuation. There may be little trading in the secondary market for particular bonds, which may
affect adversely a Fund’s ability to value accurately or dispose of such bonds. Adverse publicity and investor
perception, whether or not based on fundamental analysis, may decrease the value and liquidity of high-yield,
high-risk bonds, especially in a thin market.

Taxes. A Fund may purchase debt securities (such as zero coupon or pay-in-kind securities) that contain original
issue discount. Original issue discount that accretes in a taxable year is treated as earned by a Fund and therefore
is subject to the distribution requirements applicable to RICs under Subchapter M of the Code. Because the
original issue discount earned by a Fund in a taxable year may not be represented by cash income, the Fund may
have to dispose of other securities and use the proceeds to make distributions to shareholders.

FOREIGN SECURITIES—Foreign securities are securities issued by non-U.S. issuers. Investments in foreign
securities may subject the Funds to investment risks that differ in some respects from those related to investments
in securities of U.S. issuers. Such risks include future adverse political and economic developments, possible
imposition of withholding taxes on income, possible seizure, nationalization or expropriation of foreign deposits,
possible establishment of exchange controls or taxation at the source or greater fluctuation in value due to changes
in the exchange rates. Foreign issuers of securities often engage in business practices different from those of
domestic issuers of similar securities, and there may be less information publicly available about foreign issuers.
In addition, foreign issuers are, generally speaking, subject to less government supervision and regulation and
different accounting treatment than are those in the U.S. Foreign branches of U.S. banks and foreign banks may
be subject to less stringent reserve requirements than those applicable to domestic branches of U.S. banks.

The value of the Funds’ investments denominated in foreign currencies will depend on the relative strengths of
those currencies and the U.S. dollar, and the Funds may be affected favorably or unfavorably by changes in the
exchange rates or exchange or currency control regulations between foreign currencies and the U.S. dollar.
Changes in foreign currency exchange rates also may affect the value of dividends and interest earned, gains and
losses realized on the sale of securities and net investment income and gains, if any, to be distributed to
shareholders by the Funds. Such investments may also entail higher custodial fees and sales commissions than
domestic investments.

The Funds’ investments in emerging and frontier markets can be considered speculative, and therefore may offer
higher potential for gains and losses than investments in developed markets of the world. With respect to an
emerging or frontier market country, there may be a greater potential for nationalization, expropriation or
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confiscatory taxation, political changes, government regulation, social instability or diplomatic developments
(including war) which could affect adversely the economies of such countries or investments in such countries.
The economies of developing countries generally are heavily dependent upon international trade and, accordingly,
have been and may continue to be adversely affected by trade barriers, exchange or currency controls, managed
adjustments in relative currency values and other protectionist measures imposed or negotiated by the countries
with which they trade.

In addition to the risks of investing in emerging and frontier market country debt securities, the Funds’ investment
in government or government-related securities of emerging and frontier market countries and restructured debt
instruments in emerging and frontier markets are subject to special risks, including the inability or unwillingness
to repay principal and interest, requests to reschedule or restructure outstanding debt, and requests to extend
additional loan amounts. The Funds may have limited recourse in the event of default on such debt instruments.

FORWARD FOREIGN CURRENCY CONTRACTS—A forward foreign currency contract involves a
negotiated obligation to purchase or sell a specific currency at a future date (with or without delivery required),
which may be any fixed number of days from the date of the contract agreed upon by the parties, at a price set at
the time of the contract. These contracts are traded in the interbank market conducted directly between currency
traders (usually large, commercial banks) and their customers. A forward foreign currency contract generally has
no deposit requirement, and no commissions are charged at any stage for trades.

Forward contracts generally may not be liquidated prior to the stated maturity date, although the parties to a
contract may agree to enter into a second offsetting transaction with the same maturity, thereby fixing each party’s
profit or loss on the two transactions. Nevertheless, each position must still be maintained to maturity unless the
parties separately agree on an earlier settlement date. As a result, a party to a forward contract must be prepared to
perform its obligations under each such contract in full. Parties to a forward contract may also separately agree to
extend the contract by “rolling” it over prior to the originally scheduled settlement date. The Funds may use
forward contracts for cash equitization purposes, which allows the Funds to invest consistent with their
benchmarks while managing daily cash flows, including significant client inflows and outflows.

The Funds may use currency instruments as part of a hedging strategy, as described below:

Transaction Hedging. Transaction Hedging is entering into a currency transaction with respect to specific assets
or liabilities of a Fund, which will generally arise in connection with the purchase or sale of its portfolio securities
or the receipt of income therefrom. A Fund may enter into Transaction Hedging out of a desire to preserve the
U.S. dollar price of a security when it enters into a contract for the purchase or sale of a security denominated in a
foreign currency. A Fund may be able to protect itself against possible losses resulting from changes in the
relationship between the U.S. dollar and foreign currencies during the period between the date the security is
purchased or sold and the date on which payment is made or received by entering into a forward contract for the
purchase or sale, for a fixed amount of U.S. dollars, of the amount of the foreign currency involved in the
underlying security transactions.

Position Hedging. A Fund may sell a non-U.S. currency and purchase U.S. currency to reduce exposure to the
non-U.S. currency (‘“Position Hedging”). A Fund may use Position Hedging when the Adviser reasonably
believes that the currency of a particular foreign country may suffer a substantial decline against the U.S. dollar.
A Fund may enter into a forward foreign currency contract to sell, for a fixed amount of U.S. dollars, the amount
of foreign currency approximating the value of some or all of its portfolio securities denominated in such foreign
currency. The precise matching of the forward foreign currency contract amount and the value of the portfolio
securities involved may not have a perfect correlation since the future value of the securities hedged will change
as a consequence of the market between the date the forward contract is entered into and the date it matures. The
projection of short-term currency market movement is difficult, and the successful execution of this short-term
hedging strategy is uncertain.
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Cross Hedges. A Fund may also cross-hedge currencies by entering into transactions to purchase or sell one or
more currencies that are expected to decline in value relative to other currencies to which the Fund has or in
which the Fund expects to have portfolio exposure.

Proxy Hedges. A Fund may also engage in proxy hedging. Proxy hedging is often used when the currency to
which a Fund’s portfolio is exposed is difficult to hedge or to hedge against the U.S. dollar. Proxy hedging entails
entering into a forward contract to sell a currency whose changes in value are generally considered to be linked to
a currency or currencies in which some or all of a Fund’s portfolio securities are or are expected to be
denominated, and to buy U.S. dollars. The amount of the contract would not exceed the value of a Fund’s
securities denominated in linked currencies.

In addition to the hedging transactions described above, the Funds may also engage in currency transactions in an
attempt to take advantage of certain inefficiencies in the currency exchange market, to increase their exposure to a
foreign currency or to shift exposure to foreign currency fluctuations from one currency to another.

Unless consistent with and permitted by its stated investment policies, a Fund will not enter into a transaction to
hedge currency exposure to an extent greater, after netting all transactions intended wholly or partially to offset
other transactions, than the aggregate market value (at the time of entering into the transaction) of the securities
held in its portfolio that are denominated or generally quoted in or currently convertible into such currency other
than with respect to proxy hedging, described above. If consistent with and permitted by its stated investment
policies, a Fund may take long and short positions in foreign currencies in excess of the value of the Fund’s assets
denominated in a particular currency or when the Fund does not own assets denominated in that currency. A Fund
may engage in currency transactions for hedging purposes, as well as to enhance the Fund’s returns.

The Funds may engage in non-deliverable forward transactions. A non-deliverable forward transaction is a
transaction that represents an agreement between a Fund and a counterparty (usually a commercial bank) to buy
or sell a specified (notional) amount of a particular currency at an agreed upon foreign exchange rate on an agreed
upon future date. The non-deliverable forward transaction position is closed using a fixing rate, as defined by the
central bank in the country of the currency being traded, that is generally publicly stated within one or two days
prior to the settlement date. Unlike other currency transactions, there is no physical delivery of the currency on the
settlement of a non-deliverable forward transaction. Rather, a Fund and the counterparty agree to net the
settlement by making a payment in U.S. dollars or another fully convertible currency that represents any
differential between the foreign exchange rate agreed upon at the inception of the non-deliverable forward
agreement and the actual exchange rate on the agreed upon future date. Thus, the actual gain or loss of a given
non-deliverable forward transaction is calculated by multiplying the transaction’s notional amount by the
difference between the agreed upon forward exchange rate and the actual exchange rate when the transaction is
completed.

The Funds may invest in options on foreign currencies and futures. Trading options on currency futures contracts
is relatively new, and the ability to establish and close out positions on such options is subject to the maintenance
of a liquid market, which may not always be available. An option on a currency provides the purchaser, or
“holder,” with the right, but not the obligation, to purchase, in the case of a “call” option, or sell, in the case of a
“put” option, a stated quantity of the underlying currency at a fixed exchange rate up to a stated expiration date
(or, in the case of certain options, on such date). The holder generally pays a nonrefundable fee for the option,
referred to as the “premium,” but cannot lose more than this amount, plus related transaction costs. Thus, where a
Fund is a holder of option contracts, such losses will be limited in absolute amount. In contrast to a forward
contract, an option imposes a binding obligation only on the seller, or “writer.” If the holder exercises the option,
the writer is obligated to complete the transaction in the underlying currency. An option generally becomes
worthless to the holder when it expires. In addition, in the context of an exchange-traded option, the writer is
often required to deposit initial margin and may be required to increase the margin on deposit if the market moves
against the writer’s position. Options on currencies may be purchased in the over-the-counter market between
commercial entities dealing directly with each other as principals. In purchasing an over-the-counter currency
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option, the holder is subject to the risk of default by the writer and, for this reason, purchasers of options on
currencies may require writers to post collateral or other forms of performance assurance.

The Funds may invest in foreign currency futures contracts. Buyers and sellers of currency futures are subject to
the same risks that apply to the use of futures generally, which are described elsewhere in this SAI Further,
settlement of a currency futures contract for the purchase of most currencies must occur at a bank based in the
issuing nation, which may subject the Funds to additional risk.

A Fund may engage in currency transactions for hedging purposes, as well as to enhance the Fund’s returns.

Risks. Currency hedging involves some of the same risks and considerations as other transactions with similar
instruments. Currency transactions can result in losses to the Funds if the currency being hedged fluctuates in
value to a degree in a direction that is not anticipated. Furthermore, there is risk that the perceived linkage
between various currencies may not be present or may not be present during the particular time that a Fund is
engaging in proxy hedging. Suitable hedging transactions may not be available in all circumstances. Hedging
transactions may also eliminate any chance for a Fund to benefit from favorable fluctuations in relevant foreign
currencies. If a Fund enters into a currency hedging transaction, the Fund will “cover” its position as required by
1940 Act.

A Fund may take active positions in currencies, which involves different techniques and risk analyses than the
Fund’s purchase of securities. Active investment in currencies may subject a Fund to additional risks and the
value of the Fund’s investments may fluctuate in response to broader macroeconomic risks than if the Fund
invested only in fixed income securities.

Currency transactions are subject to risks different from those of other portfolio transactions. Because currency
control is of great importance to the issuing governments and influences economic planning and policy, purchase
and sales of currency and related instruments can be negatively affected by government exchange controls,
blockages, and manipulations or exchange restrictions imposed by governments. These can result in losses to a
Fund if it is unable to deliver or receive currency or funds in settlement of obligations and could also cause
hedges it has entered into to be rendered useless, resulting in full currency exposure as well as incurring
transaction costs. Buyers and sellers of currency futures are subject to the same risks that apply to the use of
futures generally. Further, settlement of a currency futures contract for the purchase of most currencies must occur
at a bank based in the issuing nation. Trading options on currency futures is relatively new, and the ability to
establish and close out positions on such options is subject to the maintenance of a liquid market, which may not
always be available. Currency exchange rates may fluctuate based on factors extrinsic to that country’s economy.
Although forward foreign currency contracts and currency futures tend to minimize the risk of loss due to a
decline in the value of the hedged currency, at the same time they tend to limit any potential gain which might
result should the value of such currency increase.

A Fund will not enter into a transaction to hedge currency exposure to an extent greater, after netting all
transactions intended wholly or partially to offset other transactions, than the aggregate market value (at the time
of entering into the transaction) of the securities held in its portfolio that are denominated or generally quoted in
or currently convertible into such currency, other than with respect to proxy hedging as described above.

A Fund may take long and short positions in foreign currencies in excess of the value of the Fund’s assets
denominated in a particular currency or when the Fund does not own assets denominated in that currency. If a
Fund enters into currency transactions when it does not own assets denominated in that currency, the Fund’s
volatility may increase and losses on such transactions will not be offset by increases in the value of the Fund