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A WORD TO POTENTIAL INVESTORS

All investments involve risk

Investors should only consider investing in the
SICAV if they understand the risks involved
including the risk of losing all capital invested.

Investments in the SICAV are subject to the usual
risks associated with investments and, in some
instances, may be adversely affected by political
developments and/or changes in local laws, taxes,
foreign exchange controls and exchange rates.

Potential investors should read and consider the
risk factors in Section “Risk management systems
and risk factors”, before investing in the SICAV,
and also inform themselves as to the possible tax
consequences, the legal requirements and any
foreign exchange restrictions or exchange control
requirements which they might encounter under
the laws of the countries of their citizenship,
residence or domicile and which might be relevant
to the subscription, holding, switch, redemption or
disposal of Shares. Further tax considerations are
set out in Section “Taxes”.

Who can invest in these Funds

Distributing the Prospectus, offering Share Classes
for sale, or investing in these Share Classes is legal
only where the Share Classes are registered for
public sale or where sale is not prohibited by local
law or regulation. Neither the Prospectus nor any
other document relating to the SICAV is an offer or
solicitation in any jurisdiction, or to any investor,
where not legally permitted or where the person
making the offer or solicitation is not qualified to
do so.

Neither Share Classes nor the SICAV are registered
with the SEC or any other US entity, federal or
otherwise. Therefore, unless the Management
Company is satisfied that it would not constitute a
violation of US securities laws (as may be the case
with certain private placements to qualified
investors), Share classes may not be offered, sold, or
delivered within the United States. Share classes
may also not be offered, sold or delivered to
investors who are US Person.

Shares Classes are also not available to certain other
investors, based on country of residence or
domicile, nationality, or other criteria. For more
information on other restrictions on share
ownership, contact us.
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Prospectus and other SICAV documents

This Prospectus is valid only if accompanied by the
latest KII)D, the latest Articles of Association, the
latest annual report, and also the latest semi-
annual report if this was published after the latest
annual report. These documents shall be deemed to
form part of this Prospectus. Prospective investors
shall be provided with the latest version of the
KII)D in good time before their proposed
subscription for Shares. Depending on applicable
legal and regulatory requirements (including but
not limited to MIFID) in the countries of
distribution, additional information on the SICAV,
the Funds and the Shares may be made available to
investors under the responsibility of local
intermediaries/distributors.

This Prospectus has been prepared solely for, and is
being made available to, investors for the purposes
of evaluating an investment in Shares. This
Prospectus does not constitute an offer or
solicitation to subscribe for Shares by anyone in
any jurisdiction in which such offer or solicitation
is not lawful or in which the person making such
offer or solicitation is not qualified to do so or to
anyone to whom it is unlawful to make such offer
or solicitation. It is thus the responsibility of any
persons in possession of this Prospectus and any
persons wishing to apply for subscription for
Shares pursuant to this Prospectus to inform
themselves of and to observe all applicable laws
and regulations of any relevant jurisdiction.
Further selling restrictions considerations are set
out below.

All the statements made in this Prospectus are
based on the law and regulatory practice currently
in force in the Grand Duchy of Luxembourg and are
subject to changes in such law and regulatory
practice. For the avoidance of doubt, the
authorisation and qualification of the SICAV as
UCITS do not imply any positive appraisal by the
CSSF and any other Luxembourg authority of the
contents of this Prospectus or the portfolio of
assets held by the Funds. Any representation to the
contrary is unauthorised and unlawful.

Prospective investors who are in any doubt about
the contents of this Prospectus should consult their
bank, broker, tax or legal adviser, accountant or
other professional financial adviser.
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This Prospectus has been prepared in English but
may be translated into other languages. To the
extent that there is any inconsistency between the
Prospectus in English version and a version in
another language, the Prospectus in English version
shall prevail, unless stipulated otherwise by the
laws of any jurisdiction in which the Shares are
sold.
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SICAV DESCRIPTIONS

The SICAV

The SICAV is an open-ended UCITS in the legal
form of an investment company with variable
capital (société d'investissement a capital variable),
subject to Part I of the 2010 Law.

The SICAV has been incorporated as a public
limited liability company (société anonyme) on 20
September 1991 for an unlimited time. The SICAV's
Articles of Association have been deposited with
the Luxembourg trade and company register,
Registre de Commerce et des Sociétés ("RCS") under
Number B 38034 and a mention of their deposit
with the RCS has been published in the RESA.
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The Funds

The SICAV has an umbrella structure and therefore
consists of at least one Fund. Each Fund represents
a portfolio containing different assets and liabilities
and is considered to be a separate entity in relation
to the Shareholders and third parties. The rights of
Shareholders and creditors concerning a Fund or
which have arisen in relation to the establishment,
operation or liquidation of a Fund are limited to
the assets of that Fund. No Fund will be liable with
its assets for the liabilities of another Fund.
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RISK MANAGEMENT SYSTEMS AND RISK FACTORS

Permanent risk management function

The Management Company has established and
maintained a permanent risk management function
hierarchically and functionally independent from
operating units.

The permanent risk management function is
responsible for:

e Defining and submitting to the Board for
approval risk profile resulting from a process of
risk identification which considers all risks that
may be material for the SICAV;

e Implementing the risk management policy and
procedures;

e Ensuring compliance with the SICAV’s risk
limit system concerning global exposure and
counterparty risk in accordance with articles
46, 47 and 48 of CSSF Regulation 10-4;

e Providing advice to the Board as regards the
identification of the risk profile of the
SICAV/Fund;

e Providing regular reports to the Board and,
where it exists, the supervisory function, on:

- The consistency between the current levels
of risk incurred by the SICAV and its risk
profile,

- The compliance of the SICAV with relevant
risk limit systems,

- The adequacy and effectiveness of the risk
management process, indicating in
particular whether appropriate remedial
measures have been taken in the event of
any deficiencies;

e Providing regular reports to senior management
outlining the current level of risk incurred by
the SICAV and any actual or foreseeable
breaches of their limits, so as to ensure that
prompt and appropriate action can be taken;

e Reviewing and supporting, where appropriate,
the arrangements and procedures for the
valuation of OTC financial derivatives as
referred to in Article 49 of CSSF Regulation 10-4.

The permanent risk management function has the
necessary authority and access to all relevant
information necessary to fulfil the tasks set out
above.
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Risk management policy

The Management Company has implemented a risk
management policy which enables it to assess the
exposure of the Funds to market, liquidity and
counterparty risks, and to all other risks, including
operational risks and sustainability risks, which are
material for each Fund.

Upon request of Shareholders, the Management
Company can provide supplementary information
relating to the risk management policy.

Risk monitoring approaches

There are three main risk measurement
approaches: the commitment approach and the
two forms of value at risk (VaR), absolute VaR and
relative VaR. These approaches are described
below, and the approach each Fund uses is
identified in “Fund Descriptions”. The
Management Company chooses the approach a
Fund will use based on its investment policy and
strategy, risk profile, and the requirements of CSSF
circular 11/512 (as amended), ESMA Guidelines 10-
788, and other applicable laws and regulations.

Investors must read the "Risk Descriptions" section
before investing in any of the Funds.

All investments involve risks and the risks involved
when investing in a Fund may vary depending on
the investment policy and strategies of the Fund.

This "Risk Descriptions” section below corresponds
to the risk factors named in the section "Risk
profile” of Fund Description, to which you may
refer for details as to the most relevant risks
applicable to each Fund. Any of these risks could
cause a Fund to lose money, to perform less well
than similar investments, to experience high
volatility (ups and downs in NAV), or to fail to
meet its objective over any period of time.

This section does not purport to be a complete
explanation of all risks involved in an investment
in any Fund or Class and other risks may also be or
become relevant from time to time.
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APPROACH DESCRIPTION
Absolute The Fund seeks to estimate the maximum potential loss due to market risk it could experience
Value-at-Risk  in a month (20 trading days) under normal market conditions. The estimate requires that 99%

(Absolute VaR)

of the time, the Fund’s worst outcome is no worse than a 20% decline in NAV.

Relative
Value at-Risk
(Relative VaR)

The same as absolute VaR, except that the worst-outcome estimate is an estimate of how
much the Fund could underperform a stated reference index. The VaR of the Fund cannot
exceed 200% of the VaR of the reference index.

Commitment

The Fund calculates its global exposure by taking into account either the market value of an

equivalent position in the underlying asset or the derivative’s notional value, as appropriate.
This takes into account the effects of any hedging or offsetting positions. Certain types of risk-
free transactions, leverage-free transactions, and non-leveraged swaps are therefore not
included in the calculation. A Fund using this approach must ensure that its overall market
exposure does not exceed 100% of total assets.

Leverage

Any Fund that uses a VaR approach must calculate
the expected and maximum leverage created by
total derivative usage and by any instruments or
techniques used for efficient portfolio
management. Leverage is calculated as the “sum of
the notionals” (the exposure of all derivatives,
without treating opposing positions as cancelling
each other out). Since this calculation considers
neither sensitivity to market movements nor
whether a derivative is increasing or decreasing a
Fund’s overall risk, it may not be representative of a
Fund’s actual level of investment risk.

Leverage calculations, when required, are stated in
“Fund Descriptions”. A Fund’s expected leverage is
a general indication, not a regulatory limit; the
actual leverage may exceed the expected level from
time to time. However, a Fund’s use of derivatives
will remain consistent with its investment
objective, investment policies, and risk profile, and
will comply with its VaR limit.

Further information about the SICAV’s risk
management process (including quantitative limits,
how those limits are derived and recent levels of
risks and yields for various instruments) is available
upon request from the registered office of the
Management Company.

Investment risks

Concentration risk

The risk of losses due to the limited diversification
in the investments made. Diversification may be
sought in terms of geography (economic zone,
country, region, etc.), CUrrency or sector.
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Concentration risk also relates to large positions in
a single issuer relative to a Fund's asset base.
Concentrated investments are often more prone to
political and economic factors and may suffer from
in-creased volatility.

Counterparty risk and collateral risk

o Counterparty risk: Counterparty risk refers to
the risk of loss for a Fund resulting from the
fact that the counterparty to a transaction
entered into by the Fund may default on its
contractual obligations. There can be no
assurance that an issuer or counterparty will
not be subject to credit or other difficulties
leading to a default on its contractual
obligations and the loss of all or part of the
amounts due to the Fund. This risk may arise at
any time the assets of a Fund are deposited,
extended, committed, invested or otherwise
exposed through actual or implied contractual
agreements. For instance, counterparty risk
may arise when a Fund has deposited cash with
a financial institution or invests into debt
securities and other fixed income instruments.
The SICAV on behalf of a Fund may enter into
transactions in OTC markets, which will expose
the Fund to counterparty risk. For example, the
SICAV on behalf of the Fund may enter into
Repurchase Agreements, forward contracts,
options and swap arrangements or other
derivative techniques, each of which expose the
Fund to counterparty risk. In the event of a
bankruptcy or insolvency of a counterparty, the
concerned Fund could experience delays in
liquidating the position and significant losses,
including declines in the value of its investment
during the period in which the SICAV seeks to
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enforce its rights, inability to realise any gains
on its investment during such period and fees
and expenses incurred in enforcing its rights.

There is also a possibility that the above
agreements and derivative techniques are
terminated due, for instance, to bankruptcy,
supervening illegality or change in the tax or
accounting laws relative to those at the time
the agreement was originated. In such
circumstances, investors may be unable to
cover any losses incurred. Financial derivative
transactions such as swap contracts entered
into by the SICAV on behalf of a Fund involve
credit risk that could result in a loss of the
Fund's entire investment as the Fund may be
fully exposed to the credit worthiness of a
single approved counterparty where such an
exposure will be collateralised.

Collateral risk: Although collateral can be
taken to mitigate the risk of counterparty
default, there is a risk that collateral taken,
particularly in the case of securities, when
realised, may not generate sufficient liquidity
to settle the debts of the counterparty. This
may be due to factors such as improper pricing
of collateral, weaknesses in the valuation of
collateral on a regular basis, adverse market
movements in the collateral value,
deterioration of the credit rating of the
collateral issuer or the illiquidity of the market
in which the collateral is negotiated.

Where a Fund is in turn required to post
collateral with a counterparty, the value of the
collateral that the Fund places with the
counterparty may be higher than the cash or
investments received by the Fund.

In both cases, where there are delays or
difficulties in recovering assets or liquid assets
and collateral provided to counterparties or
received from counterparties, the Fund may
encounter difficulties in responding to
purchase or redemption applications or in
meeting delivery or purchase obligations under
other contracts.

A Fund may reinvest the cash collateral it
receives, but it is possible that the value of the
return of the reinvested cash collateral will not
be sufficient to cover the amount to be repaid
to the counterparty. In this circumstance, the
Fund would be required to cover the loss.

As collateral will take the form of cash or

12 OF 334

1805

PICTET ASSET MANAGEMENT

certain financial instruments, market risk is
also relevant.

Collateral received by a Fund may be held
either by the Depositary or by a third-party
depositary. In either case there is a risk of loss
as a result of events such as the insolvency or
negligence of the Depositary or the sub-
depositary.

Credit risk

The risk of loss resulting from a borrower's failure
to meet financial contractual obligations, for
instance timely payment of interest or principal.
Depending on contractual agreements, various
credit events may quality as default, which include
but are not limited to bankruptcy, insolvency,
court-ordered reorganisation/liquidation,
rescheduling of debts or non-payment of debts
payable. The value of assets or derivative contracts
may be highly sensitive to the perceived credit
quality of the issuer or reference entity. Credit
events may adversely affect the value of
investments, as the amount, nature and timing of
recovery may be uncertain.

o Credit rating risk. The risk that a credit rating
agency may downgrade an issuer's credit rating.
Investment restrictions may rely on credit
rating thresholds and thus have an impact on
securities selection and asset allocation. The
Investment Managers may be forced to sell
securities at an unfavorable time or price.
Credit rating agencies may fail to correctly

assess the credit worthiness of issuers;

Distressed and defaulted debt securities risk.
Bonds from issuers in distress are often defined
as those (i) that have been given a very
speculative long-term rating by credit rating
agencies or those (ii) that have filed for
bankruptcy or expected to file for bankruptcy.
In some cases, the recovery of investments in
distressed or defaulted debt securities is subject
to uncertainty related to court orderings and
corporate reorganisations among other things.
Companies which issued the debt that has
defaulted may also be liquidated. In that
context, the fund may receive, over a period of
time, proceeds of the liquidation. The received
amounts may be subject to a case-by-case
specific tax treatment. The tax may be
reclaimed by the authority independently from
the proceed paid to the fund. The valuation of
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distressed and defaulted securities may be more
difficult than other higher rated securities
because of lack of liquidity. The Fund may
incur legal expenses when trying to recover
principal or interest payments. Investment in
this kind of securities may lead to unrealised
capital losses and/or losses that can negatively
affect the net asset value of the Fund

High Yield investment risk. High yield debt
(also known as non-investment-grade or
speculative-grade) is defined as debt generally
offering high yield, having low credit rating and
high credit event risk. High yield bonds are
often more volatile, less liquid and more prone
to financial distress than other higher rated
bonds. The valuation of high yield securities
may be more difficult than other higher rated
securities because of lack of liquidity.
Investment in this kind of securities may lead
to unrealized capital losses and/or losses that
can negatively affect the net asset value of the
Fund.

Market risk

The risk of loss due to movements in financial
market prices and changes in factors that affect
these movements.

Market risk is further described considering major
asset classes or market characteristics. Recessions
or economic slowdowns impact financial markets
and may decrease the value of investments.

o Commodity risk. The risk which arises from
potential movements of commodity values,
which include for instance agricultural
products, metals, and energy products. The
value of the Funds can be indirectly impacted
by changes in commodity prices;

e Currency risk. The risk which arises from
potential movements of currency exchange
rates. It is the risk which arises from the
holding of assets denominated in currencies
different from the Fund's base currency. It may
be affected by changes in currency exchange
rates between the base currency and these
other currencies or by changes in regulations
controlling these currency exchange rates. It
must therefore be expected that currency
exchange risks cannot always be hedged and
the volatility of currency exchange rates to
which the Fund is exposed may affect the net
asset value of the Fund;
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o Emerging market risk. Emerging markets are

often less regulated and less transparent than
developed markets and are often characterized
by poor corporate governance systems, non-
normal distributions of returns and are more
exposed to market manipulation. Investors
should be aware that, due to the political and
economic situation in some Emerging
countries, investments may present greater risk
than those in developed markets. The
accounting and financial information on the
companies in which the Funds invest may be
more cursory and less reliable. The risk of fraud
is usually greater in Emerging countries than in
developed countries. Companies in which
frauds are uncovered may be subject to large
price movements and/or suspension of
quotation. The risk that audit firms fail to
uncover accounting errors or frauds is usually
larger in Emerging countries than in developed
countries. The legal environment and laws
governing ownership of securities in Emerging
countries may be imprecise and do not provide
the same guarantees as the laws in developed
countries, in the past there have been cases of
fraudulent and falsified securities. Emerging
markets risk includes various risks defined
throughout this section such as capital
repatriation restriction, counterparty, currency
risk, interest rate risk, credit risk, equity risk,
credit risk, liquidity risk, political risk, fraud,
audit, volatility, illiquidity as well as
restrictions on foreign investments risk among
other risks. The choice of providers in some
countries may be very limited and even the
best-qualified providers may not offer
guarantees comparable to those given by
financial institutions and brokerage firms
operating in developed countries;

Equity risk. The risk which arises from

potential movements in level and volatility of
stock prices, it includes among other risks, the
possibility of loss of capital and suspension of
income (dividend) for dividend paying stocks.

The fundamental risk associated with equity
portfolios is the risk that the value of the
investments it holds might decrease in value.

Equity security value may fluctuate in response
to the activities of an individual company or in
response to general market and/or economic
conditions.
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Equity holders often support more risk than
other creditors in the capital structure of an
entity.

Investing in equity securities may offer a higher
rate of return than other investments.
However, the risks associated with investments
in equity securities may also be higher because
the performance of equity securities depends
upon factors which are difficult to predict. Such
factors include the possibility of sudden or
prolonged market declines and risks associated
with individual companies.

Initial Public Offering (IPO) risk also applies
when companies are listed on an exchange for
the first time. IPO securities have no trading
history, and the available information related
to the company may be limited. As a
consequence, the prices of securities sold in
IPOs may be highly volatile. The SICAV may
also not receive the targeted subscribed amount
which may impact its performance. Such
investments may generate substantial
transaction costs;

o Interest rate risk. The risk which arises from
potential movements in the level and volatility
of yields. The value of investments in bonds
and other debt securities or derivative
instruments may rise or fall sharply as interest
rates fluctuate. Generally, the value of fixed-rate
instruments will increase when interest rates
fall and vice-versa. In some instances,
prepayments (i.e. early unscheduled return of
principal) can introduce reinvestment risk as
proceeds may be reinvested at lower rates of
return and impact the performance of the
Funds;

o Leverage risk. Leverage may increase the
volatility of the Fund’s net asset value and may
amplify losses which could become significant
and potentially cause a total loss of the net
asset value in extreme market conditions. The
extensive use of financial derivative
instruments may lead to a considerable
leverage effect;

o Real estate risk. The risk which arises from
potential movements in the level and volatility
of real estate values. Real estate values are
affected by a number of factors, including but
not limited to changes in general and local
economic conditions, changes in supply of and
demand for competing properties in an area,
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changes in government regulations (such as
rent control), changes in real property tax rates
and changes in interest rates. The Fund's value
may be indirectly impacted by real estate
market conditions;

o Volatility risk. The risk of uncertainty of price
changes. Usually, the higher the volatility of an
asset or instrument, the higher its risk. The
prices for Transferable Securities in which the
Funds invest may change significantly in short-
term periods.

Liquidity risks

Liquidity risk exists when a particular instrument
is difficult to purchase or sell. On the asset side,
liquidity risk refers to the inability of a Fund to
dispose of investments at a price equal or close to
their estimated value within a reasonable period of
time. On the liability side, liquidity risk refers to
the inability of a Fund to raise sufficient cash to
meet a redemption request due to its inability to
dispose of investments. In principle, each Fund will
only make investments for which a liquid market
exists or which can otherwise be sold, liquidated or
closed at any time within a reasonable period of
time. However, in certain circumstances,
investments may become less liquid or illiquid due
to a variety of factors including adverse conditions
affecting a particular issuer, counterparty, or the
market generally, and legal, regulatory or
contractual restrictions on the sale of certain
instruments.

o Asset liquidity risk. The inability to sell an
asset or liquidate a position within a defined
timeframe without a significant loss in value.
Asset illiquidity can be caused by lack of
established market for the asset or lack of
demand for the asset. Large positions in any
class of securities of a single issuer can cause
liquidity issues. Risk of illiquidity may exist due
to the relatively undeveloped nature of
financial markets in some countries. The
Investment Managers may be unable to sell
assets at a favorable price and time because of
illiquidity;

o Investment restriction risk. The risk arising
from governmental capital controls or
restrictions that may negatively impact the
timing and amount of capital being divested. In
some cases, the Funds may not be able to
withdraw investments made in some countries.
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Governments may change restrictions on
foreign ownership of local assets, including but
not limited to restrictions on sectors,
individual and aggregate trading quotas,
percentage of control and type of shares
available to foreigners. The Funds may not be
able to implement their strategies due to
restrictions;

Restricted securities risk. In some
jurisdictions, and under particular
circumstances, some securities may have a
temporary restricted status which can limit the
Fund’s ability to resell them. In consequence of
such market restrictions, the Fund may suffer
from reduced liquidity. For instance, under the
1933 Act, rule 144 addresses resale conditions of
restricted securities, which include, but are not
limited to, the purchaser qualifying as a
qualified institutional buyer.

Risks linked to techniques

Financial derivative instruments risk.
Derivative instruments are contracts whose
price or value depends on the value of one or
multiple underlying assets or data as defined in
standardized or tailored contracts. Assets or
data may include but are not limited to equity,
index, commodity and fixed-income prices,
currency pair exchange rates, interest rates,
weather conditions as well as, and when
applicable, volatility or credit quality related to
these assets or data. Derivative instruments can
be very complex by nature and subject to
valuation risk. Derivatives instruments can be
exchange traded (ETD) or dealt over-the-
counter (OTC). Depending on the nature of
instruments, counterparty risk can accrue to
one or both parties engaged in an OTC
contract. A counterparty may not be willing or
able to unwind a position in a derivative
instrument and this inability to trade may
cause the relevant Funds to be over-exposed to
a counterparty among other things. Derivative
instruments may have a considerable leverage
effect, and due to their volatility, some
instruments, such as warrants, present an
above-average economic risk. The use of
derivative instruments involves certain risks
that could have a negative effect on the
performance of the Funds. While the Funds
expect that the returns on a synthetic security
will generally reflect those of the related
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investment, as a result of the terms of the
synthetic security, and the assumption of the
credit risk of the applicable counterparty, a
synthetic security may have, when applicable, a
different expected return, a different (and
potentially greater) probability of default, a
different (and potentially greater) expected loss
characteristic following a default, and a
different (and potentially lower) expected
recovery following default. Upon default on a
related investment, or in certain circumstances,
default, or other actions by an issuer of a
related investment, the terms of the relevant
synthetic security may permit, or require the
counterparty to satisfy its obligations under the
synthetic security by delivering to the Funds
the investment or an amount equal to the then
current market value of the investment. In
addition, upon maturity, default, acceleration,
or any other termination (including a put or
call) of the synthetic security, the terms of the
synthetic security may permit, or require the
counterparty to satisty its obligations under the
synthetic security by delivering to the Funds’
securities, other than the related investment or
an amount different to the then current market
value of the investment. In addition to the
credit risks associated with holding
investments, with respect to some synthetic
securities, the Funds will usually have a
contractual relationship with the relevant
counterparty only, and not with the underlying
issuer of the relevant investment. The Fund
generally will not have the right to directly
enforce compliance by the issuer with the
terms of the investment, or any rights of set-off
against the issuer, nor have any voting rights
with respect to the investment. The main types
of derivative financial instruments include but
are not limited to Futures, Forwards, Swaps,
Options, on underlying such as equity, interest
rates, credit, foreign exchange rates and
Commodity. Example of Derivatives include
but are not limited to Total Return Swaps,
Credit Default Swaps, Swaptions, Interest Rate
Swaps, Variance Swaps, Volatility Swaps,
Equity Options, Bond Options and Currency
Options. Derivative financial products and
instruments are defined in the section
"Investment restrictions” of the Prospectus.
Taking a short position (a position whose value
moves in the opposite direction from the value
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of the security itself) through derivatives
creates losses when the underlying security’s
value rises. The use of short positions may
increase the risk of both loss and volatility;

Repurchase and Reverse Repurchase
Agreement risk. The risks associated with
Repurchase and Reverse Repurchase
Agreements arise if the counterparty to the
transaction defaults or goes bankrupt and the
Fund experiences losses or delays in recovering
its investments. Although Repurchase
Agreements are by their nature fully
collateralised, the Fund could incur a loss if the
value of the securities sold has increased in
value relative to the value of the cash or margin
held by the Fund. In a reverse repurchase
transaction, the Fund could incur a loss if the
value of the purchased securities has decreased
in value relative to the value of the cash or
margin held by the Fund;

Hedging risk. The risk arising from a Fund’s
Class of Shares or investment being over or
under hedged with regards to, but not limited
to currency exposure and duration.

Risks linked to securities

This category lists all risks related to investment
products or techniques.

e ABS and MBS risk. Certain Funds may have

exposure to a wide range of asset-backed
securities (including asset pools in credit card
loans, auto loans, residential and commercial
mortgage loans, collateralised mortgage
obligations and collateralised debt obligations),
agency mortgage pass-through securities and
covered bonds. The obligations associated with
these securities may be subject to greater credit,
liquidity and interest rate risk compared to
other debt securities such as government issued
bonds. ABS and MBS are securities that entitle
the holders thereof to receive payments that are
primarily dependent upon the cash flow arising
from a specified pool of financial assets such as
residential or commercial mortgages, motor
vehicle loans or credit cards. ABS and MBS are
often exposed to extension and prepayment
risks that may have a substantial impact on the
timing and size of the cash flows paid by the
securities and may negatively impact the
returns of the securities. The average life of
each individual security may be affected by a
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large number of factors such as the existence
and frequency of exercise of any optional
redemption and mandatory prepayment, the
prevailing level of interest rates, the actual
default rate of the underlying assets, the timing
of recoveries and the level of rotation in the
underlying assets;

Collective Investment Schemes: risks linked
to investments in other UCIs. The investment
of the Fund in other UCIs or UCITS involves
the following risks:

Fluctuations in the currency of the country in
which that UCI/UCITS fund invests, or the
regulations governing exchange control, the
application of tax regulations of the various
countries, including withholding, and changes
in governmental, economic or monetary
policies of the countries concerned, can have an
effect on the value of an investment
represented by a UCI/UCITS in which the Fund
invests; in addition, it should be noted that the
net asset value per Share of the Fund can
fluctuate in the wake of the net asset value of
the UCI/UCITS in question, in particular where
the UCI/UCITS funds that invest mainly in
equities are concerned, due to the fact that they
present volatility greater than that of
UCI/UCITS funds that invest in bonds and/or
other liquid financial assets;

Nonetheless, the risks linked to investments in
other UCI/UCITS are limited to the loss of the
investment made by the Fund.

Commodity prices risk. Prices of commodities
(including precious metals) may vary in terms
of supply and demand, as well as political,
commercial and/or environmental events.
Consequently, the investor may be subject to
significant volatility linked to this class of
assets;

Contingent Convertibles instruments risk.
Certain Funds may invest in Contingent
Convertible Bonds (sometimes referred to as
“CoCo Bonds”). CoCo Bonds are hybrid
financial instruments issued by banks that
convert into equity or suffer a write-down of
the face value upon the appearance of a trigger
event. Trigger events can arise mainly due to
ratios related to insufficient Tier1 capital or
other capital ratios. Additionally, a regulatory
authority advice on the issuer not being a going
concern could also be a trigger event. Under the
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terms of a Contingent Convertible Bond,
certain trigger events, including events under
the control of the management of the
Contingent Convertible Bond’s issuer, could
cause the permanent write-down to zero of
principal investment and/or accrued interest,
or a conversion to equity. These trigger events
may include (i) a deduction in the issuing
bank’s Core Tier 1/Common Equity Tier 1
(CT1/CET1) ratio (or other capital ratios) below
a preset limit, (ii) a regulatory authority, at any
time, making a subjective determination that
an institution is “nonviable”, i.e., a
determination that the issuing bank requires
public sector support in order to prevent the
issuer from becoming insolvent, bankrupt,
unable to pay a material part of its debts as
they fall due or otherwise carry on its business
and requiring or causing the conversion of the
Contingent Convertibles Bonds into equity in
circumstances that are beyond the control of
the issuer or (iii) a national authority deciding
to inject capital. The attention of investors
investing in Funds that are allowed to invest in
Contingent Convertibles Bonds is drawn to the
following risks linked to an investment in this
type of instruments.

Trigger level risk. Trigger levels differ and
determine exposure to conversion risk
depending on the CET1 distance to the trigger
level. The conversion triggers are disclosed in
the prospectus of each issuance. The amount of
CET1 varies depending on the issuer while
trigger levels differ depending on the specific
terms of issuance. The trigger could be
activated either through a material loss in
capital as represented in the numerator or an
increase in risk weighted assets as measured in
the denominator;

e Write-down, conversion and coupon

cancellation risk. All Contingent Convertible
Bonds (Additional Tier 1 and Tier 2) are subject
to conversion or write down when the issuing
bank reaches the trigger level. Funds could
suffer losses related to write downs or be
negatively affected by the unfavorable timing of
conversion to equity. Additionally, coupon
payments on Additional Tier 1 (AT1)
Contingent Convertible Bonds are entirely
discretionary and may be cancelled by the
issuer at any point, for any reason, and for any
length of time, in a going concern situation.
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The cancellation of coupon payments on AT1
Contingent Convertible Bonds does not
amount to an event of default. Cancelled
payments do not accumulate and are instead
written off. This significantly increases
uncertainty in the valuation of AT1 Contingent
Convertible Bonds and may lead to mispricing
of risk. AT1 Contingent Convertible Bonds
holders may see their coupons cancelled while
the issuer continues to pay dividends on its
common equity and variable compensation to
its workforce;

Capital structure inversion risk. Contrary to
classic capital hierarchy, holders of Contingent
Convertible Bonds may suffer a loss of capital
when equity holders do not. In certain
scenarios, holders of Contingent Convertible
Bonds will suffer losses ahead of equity holders,
e.g., when a high trigger principal write-down
Contingent Convertible Bond is activated. This
cuts against the normal order of capital
structure hierarchy where equity holders are
expected to suffer the first loss. This is less
likely with a low trigger Contingent
Convertible Bond when equity holders will
already have suffered loss. Moreover, high
trigger Tier 2 Contingent Convertible Bonds
may suffer losses not at the point of gone
concern but conceivably in advance of lower
trigger AT1 Contingent Convertible Bonds and
equity;

Call extension risk. Most Contingent
Convertible Bonds are issued as perpetual
instruments, callable at predetermined levels
only with the approval of the competent
authority. It cannot be assumed that the
perpetual Contingent Convertible Bonds will
be called on call date. Perpetual Contingent
Convertible Bonds are a form of permanent
capital. The investor may not receive return of
principal if expected on call date or indeed at
any date;

Unknown risk. The structure of the
instruments is innovative yet untested. In a
stressed environment, when the underlying
features of these instruments will be put to the
test, it is uncertain how they will perform. In
the event a single issuer activates a trigger or
suspends coupons, potential price contagion
and volatility to the entire asset class is
possible. This risk may in turn be reinforced
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depending on the level of underlying
instrument arbitrage. There exists uncertainty
in the context of a supervisory decision
establishing when the point of non-viability
has been reached as well as in the context of a
statutory bail in set up under the new Bank
Recovery and Resolution Directive;

Sector concentration risk. Contingent
Convertible Bonds are issued by
banking/insurance institutions. If a Fund
invests significantly in Contingent Convertible
Bonds its performance will depend to a greater
extent on the overall condition of the financial
services industry than a Fund following a more
diversified strategy;

Liquidity risk. In certain circumstances
finding a ready buyer for Contingent
Convertible Bonds may be difficult and the
seller may have to accept a significant discount
to the expected value of the bond in order to
sell it;

e Valuation risk. Contingent Convertible Bonds

often have attractive yields which may be
viewed as a complexity premium. Relative to
more highly rated debt issues of the same issuer
or similarly rated debt issues of other issuers,
Contingent Convertible Bonds tend to compare
favourably from a yield standpoint. The risk of
conversion or, for AT1 Contingent Convertible
Bonds, coupon cancellation, may not be fully
reflected in the price of Contingent Convertible
Bonds. The following factors are important in
the valuation of Contingent Convertible bonds:
the probability of a trigger being activated, the
extent and probability of any losses upon
trigger conversion (not only from write-downs
but also from unfavourably timed conversion
to equity) and (for AT1 Contingent Convertible
Bonds) the likelihood of cancellation of
coupons. Individual regulatory requirements
relating to the capital buffer, the issuers’ future
capital position, issuers’ behaviour in relation
to coupon payments on AT1 Contingent
Convertible Bonds, and any risks of contagion
are discretionary and/or difficult to estimate.

Convertible bonds risk. Convertible bonds are
bonds issued by a company that give the
bondholder an option to convert the bond into
common stocks of the company at certain times
using a predetermined exchange ratio. This is a
hybrid instrument that carries both equity risk
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and the credit and default risks typical of
bonds;

Depositary receipts risk. Depositary receipts
(such as ADRs, GDRs and EDRs) are
instruments that represent shares in companies
trading outside the markets in which the
depositary receipts are traded. Accordingly,
whilst the depositary receipts are traded on
Recognised Exchanges, there may be other risks
associated with such instruments to consider
for example the shares underlying the
instruments may be subject to political,
inflationary, exchange rate or custody risks;

Real Estate Investment Trusts (REITSs) risk.
There are special risk considerations associated
with investing in the real estate industry
securities such as Real Estate Investment Trusts
(REIT) and the securities of companies
principally engaged in the real estate industry.
These risks include: the cyclical nature of real
estate values, risks related to general and local
economic conditions, overbuilding and
increased competition, increases in property
taxes and operating expenses, demographic
trends and variations in rental income, changes
in zoning laws, casualty or condemnation
losses, environmental risks, regulatory
limitations on rents, changes in neighbourhood
values, related party risks, changes in the
appeal of properties to tenants, increases in
interest rates and other real estate capital
market influences. Generally, increases in
interest rates will increase the costs of
obtaining financing, which could directly and
indirectly decrease the value of a Fund
investing in the Real Estate Industry;

Special Purpose Acquisition Companies risk.
Special Purpose Acquisition Companies
(“SPACs”) are publicly traded corporations
formed at the initiative of a sponsor, with the
intention to acquire a business, thus providing
an alternative to traditional IPOs. A SPAC IPO
is often structured to offer investors a unit of
securities consisting of shares of common stock
and warrants, to finance the acquisition. The
structure of SPAC transactions can be complex.

The risk of conflict of interests at sponsor level
is inherent in any SPAC transaction, SPAC
sponsors benefit more than investors from the
SPAC’s completion of an initial business
combination and may have an incentive to
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complete a transaction on terms that may be
less favorable to investors. There is possible
future dilution arising from the payment of the
sponsors’ fees in shares, the exercise of
warrants and/or in relation to the financing of
the acquisition. A SPAC may identify in its IPO
prospectus a specific industry or business that
it will target as it seeks to combine with an
operating company, however there is
uncertainty on the identification of the target
company during the initial IPO. Investments in
SPACs may be exposed to greater liquidity risk;

Structured Finance Securities risk. Structured
finance securities include, but are not limited
to, asset-backed securities, asset-backed
commercial papers, credit-linked notes and
portfolio credit-linked notes. Structured
finance securities may sometimes have
embedded derivatives. Structure finance
securities may have different degrees of risk
depending on the characteristics of the security
and the risk of the underlying asset or pool of
assets. In comparison to the underlying asset or
pool of assets, structured finance securities may
have greater liquidity, credit and market risk.
Structured finance securities are defined in the
section "Investment Restrictions" of the
Prospectus;

Sukuk risk. Sukuk are mainly issued by issuers
of Emerging countries and the relevant Funds
bear the related risks. Sukuk prices are mostly
driven by the interest rate market and react like
fixed-income investments to changes in the
interest rate market. In addition, the issuers
may not be able or willing to repay the
principal and/or the return in accordance with
the term scheduled due to external or political
factors/events. Sukuk holders may also be
affected by additional risks such as unilateral
rescheduling of the payment calendar and
limited legal recourses against the issuers in
case of failure or delay in repayment. Sukuk
issued by governmental or government-related
entities bear additional risks linked to such
issuers, including but not limited to political
risk.

Risks linked to investment markets

This category lists all risks that are specific to
certain geographical areas or investment
programmes.
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o Risk of investing in Russia.

- Investments in Russia are subject to custody
risk inherent to the country's legal and
regulatory framework. This could cause loss
of ownership of securities;

- On February 24, 2022, Russian troops began
a full-scale invasion of Ukraine and, as of the
date of the Prospectus, the countries remain
in active armed conflict. Around the same
time, the US, the United Kingdom, the EU,
and several other countries announced a
broad array of new or expanded sanctions
and other measures against Russia,
including certain banks, companies,
government officials, and other individuals
in Russia and Belarus. The severity and
duration of the conflict and its impact on
global economic and market conditions are
impossible to predict, and as a result, could
present material uncertainty and risk with
respect to certain Funds and the
performance of their investments and
operations, and the ability of certain Funds
to achieve their investment objectives. The
ability of Funds to continue investing in
Russia or to liquidate existing investments,
including the ability to transfer cash out of
Russia could be temporarily limited or
compromised. Similar risks will exist to the
extent that any underlying investments,
service providers, vendors or certain other
parties have material operations or assets in
Russia, Ukraine, Belarus, or the immediate
surrounding areas.

o Risk of investing in the PRC. Investments in

the PRC are subject to restrictions by the local
regulators and include among other things:
daily and market aggregate trading quotas,
restricted classes of shares, capital restrictions
and ownership restrictions. The PRC
authorities could impose new market
restrictions, capital restrictions as well as
nationalise, confiscate and expropriate firms or
assets. On 14 November 2014, the Ministry of
Finance, State of Administration of Taxation
and CSRC jointly issued a notice in relation to
the taxation rule on the Stock Connect under
Caishui [2014] No.81 (“Notice No.81”). Under
Notice No.81, Corporate income tax, individual
income tax and business tax will be temporarily
exempted on gains derived by Hong Kong and
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overseas investors (such as the Funds) on the
trading of China A-Shares through the Stock
Connect with effect since 17 November 2014.
However, Hong Kong and overseas investors
(such as the Funds) are required to pay tax on
dividends and/or bonus shares at the rate of
10% which will be withheld and paid to the
relevant authority by the listed companies. The
Management Company and/or Investment
Managers reserve the right to accrue for tax on
gains of the relevant Funds that invest in PRC
securities thus impacting the valuation of the
relevant Funds. With the uncertainty of
whether and how certain gains on PRC
securities are to be taxed, the possibility of the
laws, regulations and practice in the PRC
changing, and the possibility of taxes being
applied retrospectively, any accrual for taxation
made by the Management Company and/or the
Investment Managers may be excessive or
inadequate to meet final PRC tax liabilities on
gains derived from the disposal of PRC
securities. In the event of insufficient accrual,
the tax due will be charged on the Fund’s
assets, and this may adversely affect them as a
result. Consequently, investors may be
advantaged or disadvantaged depending upon
the final outcome of how such gains will be
taxed, the level of accrual and when they
purchased and/or sold their Shares in/from the
relevant Funds;

Bond Connect risk. Bond Connect is a new
initiative launched in July 2017 for mutual bond
market access between Hong Kong and
Mainland China established by CFETS, China
Central Depository & Clearing Co., Ltd,
Shanghai Clearing House, and HKEx and
Central Moneymarkets Unit.

Under the prevailing regulations in Mainland
China, eligible foreign investors will be allowed
to invest in the bonds circulated in the CIBM
through the northbound trading of Bond
Connect ("Northbound Trading Link"). There
will be no investment quota for Northbound
Trading Link.

Under the Northbound Trading Link, eligible
foreign investors are required to appoint the
CFETS or other institutions recognised by the
PBC as registration agents to apply for
registration with the PBC.

Pursuant to the prevailing regulations in
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Mainland China, an offshore custody agent
recognised by the Hong Kong Monetary
Authority (currently, the Central
Moneymarkets Unit) shall open omnibus
nominee accounts with the onshore custody
agent recognised by the PBC (currently, the
China Securities Depository & Clearing Co., Ltd
and Interbank Clearing Company Limited). All
bonds traded by eligible foreign investors will
be registered in the name of Central
Moneymarkets Unit, which will hold such
bonds as a nominee owner.

For investments via Bond Connect, the relevant
filings, registration with PBOC and account
opening have to be carried out via an onshore
settlement agent, offshore custody agent,
registration agent or other third parties (as the
case may be). As such, a Fund is subject to the
risks of default or errors on the part of such
third parties.

Investing in the CIBM via Bond Connect is also
subject to regulatory risks.

The relevant rules and regulations on these
regimes are subject to change which may have
potential retrospective effect. In the event that
the relevant Mainland Chinese authorities
suspend account opening or trading on the
CIBM, a Fund's ability to invest in the CIBM
will be adversely affected. In such event, a
Fund's ability to achieve its investment
objective will be negatively affected.

On 22 November 2018, China’s Ministry of
Finance and the State Administration of
taxation indicated in their Circular 108 that a
three-year corporate income tax ("CIT") and
value added tax ("VAT") exemption, starting on
7 November 2018, would apply to foreign
institutional investors on bond interest income
derived from the Chinese bond market. Capital
gains realized on Chinese bonds were also
temporarily exempt from CIT and VAT under
these rules. In November 2021, Notice 34 was
released to extend the exemption period from 7
November 2021 to 31 December 2025. There is
however no certainty that these exemptions
will be continuously applied in the future and
after the expiry of the exemption period for
bond interest income referred to above.

Chinese currency exchange rate risk. RMB
can be traded onshore (in CNY in mainland
China) and offshore (in CNH outside mainland
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China, mainly in Hong Kong). Onshore RMB
(CNY) is not a free currency and is controlled
by PRC authorities. The Chinese RMB is traded
both directly within China (code CNY) and
outside the country, primarily in Hong Kong
(code CNH). The currency in question is one
and the same. The onshore RMB (CNY), traded
directly within China, is not freely convertible,
and is subject to exchange controls and a
number of requirements made by the Chinese
government. The offshore RMB (CNH), traded
outside China, is free-floating and subject to
the impact of private demand on the currency.
It may be that the exchange rates traded
between a currency and the CNY or CNH, or in
“non-deliverable forward” transactions, are
different. As a result, the Fund may be exposed
to greater currency exchange risks. Trading
restrictions on CNY may limit currency
hedging or result in ineffective hedges;

CIBM risk. The CIBM is an OTC market with a
dominant share of the whole Chinese interbank
market and is regulated and supervised by the
PBC. Trading on the CIBM market may expose
the Fund to higher liquidity and counterparty
risk. In order to access the CIBM market, the
RQFI manager must obtain prior approval from
the PBC as a market participant. The manager’s
approval may be refused or withdrawn at any
time, at the discretion of the PBC, which may
limit the Fund’s investment opportunities in
the instruments traded on the CIBM market.
Investors’ attention is drawn to the fact that
clearing and settlement systems on the Chinese
securities market may not as yet be extensively
tested and are subject to increased risks due to
errors in assessment and delays in settling
transactions;
QFI Risk
- QFIRegime Risk
Under the prevailing regulations in China,
foreign investors may invest in securities
and investments permitted to be held or
made by QFI under the relevant QFI
regulations (the "QFI Eligible Securities")
through institutions that have obtained
QFI status in China.

The QFI regime is governed by rules and
regulations as promulgated by the
mainland Chinese authorities, i.e., the
CSRC, the SAFE and the PBC.
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Such rules and regulations may be amended
from time to time and include (but are not
limited to):

(i) the Measures for the Administration of
Domestic Securities and Futures
Investment by Qualified Foreign
Institutional Investors and Renminbi
(“RMB”) Qualified Foreign Institutional
Investors jointly issued by the CSRC, the
PBC and the SAFE on 25 September 2020
and effective from 1 November 2020;

(ii) the Provisions on Issues Concerning the
Implementation of the Measures for the
Administration of Domestic Securities and
Futures Investment by Qualified Foreign
Institutional Investors and RMB Qualified
Foreign Institutional Investors issued by
the CSRC on 25 September 2020 and
effective from 1 November 2020;

(iii) the “Regulations on Funds of Domestic
Securities and Futures Investment by
Foreign Institutional Investors” issued by
the PBOC and the SAFE on 7 May 2020 and
effective from 6 June 2020; and

(iv) any other applicable regulations
promulgated by the relevant authorities.
(collectively, “QFI Regulations”).

Based on the above prevailing QFI
Regulations, the QFII regime and the RQFII
regime have been merged and been
regulated by the same set of regulations,
and the previously separate requirements
for QFII and RQFII qualifications are
unified. A foreign institutional investor
outside the PRC mainland may apply to the
CSRC for the QFI License, while there is no
need for a foreign institutional investor
having held either a QFII or RQFII license
to reapply for the QFI license. Any Manager
which has been granted with a QFII license
and/or RQFII license by CSRC shall be
regarded as a QFL.

As of the date hereof, owing to the current
QFTI regulations and that the Funds
themselves are not QFIs, the relevant Funds
may invest in QFI Eligible Securities
indirectly through equity linked products,
including but not limited to equity linked
notes and participatory notes issued by
institutions that have obtained QFI status
(collectively referred to as "CAAPs"). The
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relevant Funds may also invest directly in
QFI Eligible Securities via the QFI status
granted to PICTET AM Ltd as a QFI license
holder (“QFI Holder”).

Investors should note that QFI status could
be suspended or revoked, which may have
an adverse effect on the Fund performance
as the Fund may be required to dispose of
their securities holdings.

In addition, certain restrictions imposed by
the Mainland China government on QFIs
may have an adverse effect on the Funds'
liquidity and performance. The PBC and
the SAFE regulate and monitor the
repatriation of funds out of Mainland
China by the QFI pursuant to the
“Regulations on Funds of Domestic
Securities and Futures Investment by
Foreign Institutional Investors” issued by
the PBC and the SAFE on 7 May 2020 and
effective from 6 June 2020.

Repatriations by QFIs in respect of an
open-ended funds utilizing the QFI status
are currently not subject to repatriation
restrictions or prior approval, although a
review on authenticity and compliance will
be conducted on each remittance and
repatriation by the PRC custodian(s) (“PRC
Custodian(s)”). The repatriation process
may be subject to certain requirements set
out in the relevant regulations such as
submission of certain documents, and
completion of the repatriation process may
be subject to delay. There is no assurance,
however, that Mainland China rules and
regulations will not change or that
repatriation restrictions will not be
imposed in the future. Any restrictions on
repatriation of the invested capital and net
profits may impact on the Fund ability to
meet redemption requests from the
investors. Furthermore, as the PRC
Custodian(s)’ review on authenticity and
compliance is conducted on each
repatriation, the repatriation may be
delayed or even rejected by the PRC
Custodian(s) in case of non-compliance
with the QFI rules and regulations. In such
case, it is expected that redemption
proceeds will be paid to the redeeming
investors as soon as practicable after
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completion of the repatriation of funds
concerned. It should be noted that the
actual time required for the completion of
the relevant repatriation will be beyond the
control of a Manager.

The rules and restrictions under QFI
Regulations generally apply to the QFI as a
whole and not simply to the investments
made by the Funds. Relevant PRC
regulators are vested with the power to
impose regulatory sanctions if the QFI or
the PRC Custodian(s) violates any
provision of the QFI rules. Any violations
could result in the revocation of the QFI’s
license or other regulatory sanctions and
may adversely impact on the investment by
the Funds.

Investors should note that there can be no
assurance that a QFI will continue to
maintain its QFI status to meet all
applications for subscription to the Funds,
or that redemption requests can be
processed in a timely manner due to
repatriation restrictions or adverse changes
in relevant laws or regulations. Such
restrictions may respectively result in a
rejection of applications and a suspension
of dealings of the Funds. In extreme
circumstances, the Funds may incur
significant losses due to limited investment
capabilities or may not be able to fully
implement or pursue their investment
objective or strategy, due to QFI investment
restrictions, illiquidity of the Mainland
China securities market, and/or delay or
disruption in execution of trades or in
settlement of trades.

The QFI Regulations enable Offshore RMB
(CNH) and/or foreign currencies which can
be traded on the CFETS to be remitted into
and repatriated out of Mainland China. The
application of QFI Regulations may depend
on the interpretation given by the relevant
Chinese regulatory authorities. Any
changes to the relevant rules may have an
adverse impact on investors’ investment in
the Funds.

The current QFI laws, rules and regulations
are subject to change, which may take
retrospective effect. In addition, there can
be no assurance that the QFI laws, rules
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and regulations will not be abolished. The
Funds which invest in the Mainland China
markets through QFIs, may be adversely
affected as a result of such changes.

Risks relating to the China A Share market
via QFI

A Fund may have exposure to the China A
Share market through QFIs. The existence
of a liquid trading market for China A
Shares may depend on whether there is
supply of, and demand for, such China A
Shares. The price at which securities may
be purchased or sold by the Fund and the
net asset value of the Fund may be
adversely affected if trading markets for
China A Shares are limited or absent. The
China A Share market may be more volatile
and unstable (for example, due to the risk
of suspension of a particular stock or
government intervention). Market volatility
and settlement difficulties in the China A
Share markets may also result in significant
fluctuations in the prices of the securities
traded on such markets and thereby may
affect the value of the Fund.

Securities exchanges in Mainland China
typically have the right to suspend or limit
trading in any security traded on the
relevant exchange. In particular, trading
band limits are imposed by the stock
exchanges in Mainland China on China A
Shares, where trading in any China A Share
security on the relevant stock exchange may
be suspended if the trading price of the
security has increased or decreased to the
extent beyond the trading band limit. A
suspension will render it impossible for the
Managers of Funds to liquidate positions
and can thereby expose the Funds to
significant losses. Further, when the
suspension is subsequently lifted, it may
not be possible for the managers of Funds
to liquidate positions at a favourable price.

Custody and Broker Risk

The QFI Eligible Securities acquired by the
relevant Funds through the QFI status will
be maintained by the PRC Custodian(s) in
electronic form via a securities account
with the CSDCC or such other central
clearing and settlement institutions and a
cash account with the PRC Custodian(s).
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The QFI also selects the PRC brokers (“PRC
Broker(s)”) to execute transactions for the
relevant Funds in the PRC markets. The
QFI can appoint up to the maximum
number of PRC Brokers per market (e.g. the
Shanghai Stock Exchange and the Shenzhen
Stock Exchange) as permitted by the QFI
Regulations. Should, for any reason, the
relevant Funds’ ability to use the relevant
PRC Broker be affected, this could disrupt
the operations of the relevant Funds. The
relevant Funds may also incur losses due to
the acts or omissions of either the relevant
PRC Broker(s) or the PRC Custodian(s) in
the execution or settlement of any
transaction or in the transfer of any funds
or securities. Further, in the event of an
irreconcilable shortfall in the assets in the
securities accounts maintained by CSDCC
which may arise due to a fault in the
CSDCC or bankruptcy of CSDCC, the
relevant Funds may suffer losses. It is
possible that, in circumstances where only
a single PRC Broker is appointed where it is
considered appropriate to do so by the QFI,
the relevant Funds may not necessarily pay
the lowest commission or spread available.

Subject to the applicable laws and
regulations in China, the Depositary Bank
will make arrangements to ensure that the
PRC Custodians have appropriate
procedures to properly safekeep the Funds’
assets.

According to the QFI Regulations and
market practice, the securities and cash
accounts for the investment funds in China
are to be maintained in the name of "the
full name of the QFI- the name of the
fund", "the full name of the QFI- the name
of the client" or "the full name of the QFI-
client funds". Notwithstanding these
arrangements with third party custodians,
the QFI Regulations are subject to the
interpretation of the relevant authorities in
China.

Moreover, given that pursuant to the QFI
Regulations, the QFI will be the party
entitled to the securities (albeit that this
entitlement does not constitute an
ownership interest), such QFI Eligible
Securities of the relevant Funds may be
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vulnerable to a claim by a liquidator of the
QFI and may not be as well protected as if
they were registered solely in the name of
the Funds concerned. In particular, there is
a risk that creditors of the QFI may
incorrectly assume that the relevant Fund’s
assets belong to the Investment Managers
and such creditors may seek to gain control
of the relevant Fund’s assets to meet the
Investment Managers’ liabilities owed to
such creditors.

Investors should note that cash deposited
in the cash account of the relevant Funds
with the PRC Custodian(s) will not be
segregated but will be a debt owing from
the PRC Custodian(s) to the relevant Funds
as a depositor. Such cash will be comingled
with cash belonging to other clients of the
PRC Custodian(s). In the event of
bankruptcy or liquidation of the PRC
Custodian(s), the Funds concerned will not
have any proprietary rights to the cash
deposited in such cash account, and the
Funds concerned will become an unsecured
creditor, ranking pari passu with all other
unsecured creditors, of the PRC
Custodian(s). The Funds concerned may
face difficulty and/or encounter delays in
recovering such debt, or may not be able to
recover it in full or at all, in which case the
Funds concerned will suffer losses.

The QFI shall entrust its PBC and SAFE as
described in the Regulations on Funds of
Domestic Securities and Futures
Investment by Foreign Institutional
Investors (PBC & SAFE Circular [2020] No.
2). The QFI shall cooperate with its PRC
Custodian(s) in fulfilling obligations
regarding review of authenticity and
compliance, anti-money laundering, anti-
terrorist financing, etc.

Foreign Exchange Controls

RMB is currently not a freely convertible
currency and is subject to exchange
controls imposed by the Chinese
government. As the relevant Funds invest
in China, such controls could affect the
repatriation of funds or assets out of the
country, thus limiting the ability of the
relevant Funds to satisfy redemption
obligations.
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Although the QFI may choose the currency
and timing of capital inward remittances,
inward remittance and repatriation made
by the QFI for its domestic securities
investments shall be in the same currency
and no cross-currency arbitrage between
RMB and other foreign currencies shall be
allowed.

- Onshore Versus Offshore Renminbi
Differences Risk

While both the CNY and CNH are the same
currency, they are traded in different and
separated markets. The CNY and CNH are
traded at different rates and their
movement may not be in the same
direction. Although there has been a
growing amount of the RMB held offshore
(i.e. outside China), the CNH cannot be
freely remitted into China and is subject to
certain restrictions, and vice versa. Any
divergence between CNH and CNY may
adversely impact investors. Where relevant
Funds invest in the QFI Eligible Securities
through the QFI capacity of a QFI (i.e. using
CNH to be remitted into and repatriated
out of Mainland China to carry out
investments under the QFI regime),
investors should note that subscriptions
and redemptions in the relevant Funds will
be in USD and/or reference currency of the
relevant Share Class and will be converted
to/from the CNH and the investors will
bear the forex expenses associated with
such conversion and the risk of a potential
difference between the CNY and CNH
rates. The liquidity and trading price of the
Funds concerned may also be adversely
affected by the rate and liquidity of the
RMB outside China.

e Stock Connect risk. Certain Funds may invest
and have direct access to certain eligible China
A-Shares via the Stock Connect. The Shanghai-
Hong Kong Stock Connect is a securities
trading and clearing linked programme
developed by HKEx, SSE and ChinaClear. The
Shenzhen-Hong Kong Stock Connect is a
securities trading and clearing linked
programme developed by HKEx, SZSE and
ChinaClear. The aim of Stock Connect is to
achieve mutual stock market access between
the PRC and Hong Kong.
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The Stock Connect comprises a Northbound
Trading Link (for investment in China A-
Shares) by which certain Funds may be able to
place orders to trade eligible shares listed on
SSE and SZSE.

Under the Stock Connect, overseas investors
(including the Funds) may be allowed, subject
to rules and regulations issued / amended from
time to time, to trade certain SSE Securities and
certain SZSE Securities through the
Northbound Trading Link. The list of eligible
securities may be changed subject to the review
and approval by the relevant PRC regulators
from time to time.

In addition to the risks associated with
investments in China and risks related to
investments in RMB, investments through the
Stock Connect are subject to additional risks,
namely, restrictions on foreign investments,
trading venues risk, operational risk,
restrictions on selling imposed by frontend
monitoring, recalling of eligible stocks,
settlement risk, custody risk, nominee
arrangements in holding China A-Shares, tax
and regulatory risks.

Differences in trading day. The Stock Connect
only operates on days when both the PRC
and Hong Kong markets are open for
trading and when banks in both markets are
open on the corresponding settlement days.
So, it is possible that there are occasions
when it is a normal trading day for the PRC
market but Hong Kong investors (such as
the Funds) cannot carry out any China A-
Shares trading, The Funds may be subject to
a risk of price fluctuations in China A-Shares
during the time when the Stock Connect is
not trading as a result.

Restrictions on selling imposed by frontend
monitoring. PRC regulations require that
before an investor sells any share, there
should be sufficient shares in the account;
otherwise, SSE or SZSE will reject the sell
order concerned. SEHK will carry out pre-
trade checking on China A-Shares sell orders
of its participants (i.e. the stock brokers) to
ensure there is no overselling.

Clearing settlement and custody risks. The
China A-Shares traded through Stock
Connect are issued in scriptless form, so
investors, such as the relevant Funds, will

25 OF 334

1805

PICTET ASSET MANAGEMENT

not hold any physical China A-Shares. Hong
Kong and overseas investors, such as the
Funds, who have acquired SSE and SZSE
Securities through Northbound trading
should maintain the SSE and SZSE Securities
with their brokers’ or custodians’ stock
accounts with the Central Clearing and
Settlement System operated by HKSCC for
the clearing securities listed or traded on
SEHK. Further information on the custody
setup relating to the Stock Connect is
available upon request at the registered
office of the SICAV.

Operational risk. The Stock Connect provides
a new channel for investors from Hong
Kong and overseas, such as the Funds, to
access the China stock market directly. The
Stock Connect is premised on the
functioning of the operational systems of
the relevant market participants. Market
participants are able to participate in this
programme subject to meeting certain
information technology capability, risk
management and other requirements as may
be specified by the relevant exchange and/or
clearing house. It should be appreciated that
the securities regimes and legal systems of
the two markets differ significantly and in
order for the trial programme to operate,
market participants may need to address
issues arising from the differences on an
ongoing basis. Further, the “connectivity” in
the Stock Connect programme requires
routing of orders across the border. This
requires the development of new
information technology systems on the part
of the SEHK and exchange participants (i.e.
a new order routing system (“China Stock
Connect System”) to be set up by SEHK to
which exchange participants need to
connect). There is no assurance that the
systems of the SEHK and market
participants will function properly or will
continue to be adapted to changes and
developments in both markets. In the event
that the relevant systems failed to function
properly, trading in both markets through
the programme could be disrupted. The
relevant Funds' ability to access the China
A-Shares market (and hence to pursue their
investment strategy) will be adversely
affected.
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Nominee arrangements in holding China A-
Shares. HKSCC is the “nominee holder” of
the SSE and SZSE Securities acquired by
overseas investors (including the relevant
Funds) through the Stock Connect. The
CSRC Stock Connect rules expressly provide
that investor such as the Funds enjoy the
rights and benefits of the SSE and SZSE
Securities acquired through the Stock
Connect in accordance with applicable laws.
However, the courts in the PRC may
consider that any nominee or custodian as
registered holder of SSE and SZSE securities
would have full ownership thereof, and that
even if the concept of beneficial owner is
recognised under PRC law those SSE and
SZSE Securities would form part of the pool
of assets of such entity available for
distribution to creditors of such entities
and/or that a beneficial owner may have no
rights whatsoever in respect thereof.
Consequently, the relevant Funds and the
Custodian Bank cannot ensure that the
Funds' ownership of these securities or title
thereto is assured in all circumstances.
Under the rules of the Central Clearing and
Settlement System operated by HKSCC for
the clearing of securities listed or traded on
SEHK, HKSCC as nominee holder shall have
no obligation to take any legal action or
court proceeding to enforce any rights on
behalf of the investors in respect of the SSE
and SZSE Securities in the PRC or elsewhere.
Therefore, although the relevant Funds’
ownership may be ultimately recognised,
these Funds may suffer difficulties or delays
in enforcing their rights in China A-Shares.
To the extent that HKSCC is deemed to be
performing safekeeping functions with
respect to assets held through it, it should
be noted that the Custodian and the
relevant Funds will have no legal
relationship with HKSCC and no direct legal
recourse against HKSCC in the event that a
Fund suffers losses resulting from the
performance or insolvency of HKSCC.

Investor compensation. Investments of the
relevant Funds through Northbound trading
under the Stock Connect will not be covered
by Hong Kong’s Investor Compensation
Fund. Hong Kong’s Investor Compensation
Fund is established to pay compensation to

26 OF 334

1805

PICTET ASSET MANAGEMENT

investors of any nationality who suffer
pecuniary losses as a result of default of a
licensed Intermediary or authorised
financial institution in relation to exchange-
traded products in Hong Kong. Since default
matters in Northbound trading via the Stock
Connect do not involve products listed or
traded in SEHK or Hong Kong Futures
Exchange Limited, they will not be covered
by the Investor Compensation Fund. On the
other hand, since the relevant Funds are
carrying out Northbound trading through
securities brokers in Hong Kong but not
PRC brokers, therefore they are not
protected by the China Securities Investor
Protection in the PRC.

Trading costs. In addition to paying trading
fees and stamp duties in connection with
China A-Share trading, the relevant Funds
may be subject to portfolio fees, dividend
tax and tax concerned with income arising
from stock transfers.

Regulatory risk. The CSRC Stock Connect
rules are departmental regulations having
legal effect in the PRC. However, the
application of such rules is untested, and
there is no assurance that PRC courts will
recognise such rules, e.g. in liquidation
proceedings of PRC companies.

The Stock Connect is novel in nature and is
subject to regulations promulgated by
regulatory authorities and implementation
rules made by the stock exchanges in the
PRC and Hong Kong. Further, new
regulations may be promulgated from time
to time by the regulators in connection with
operations and cross-border legal
enforcement in connection with cross-
border trades under the Stock Connect.

The regulations are untested so far and there
is no certainty as to how they will be
applied. Moreover, the current regulations
are subject to change. There can be no
assurance that the Stock Connect will not be
abolished. The relevant Funds which may
invest in the PRC markets through Stock
Connect may be adversely affected as a
result of such changes.

Risks associated with the Small and Medium
Enterprise board (SME) and/or ChiNext
market. SZSE offers the Fund to access
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mainly to small and medium capitalisation
enterprises. Investing in such companies
magnifies the risks listed in the Risk Factor
of the concerned Fund.

Sustainability and ESG risks

o Sustainability risk: The risk arising from any

environmental, social or governance events or
conditions that, were they to occur, could cause
a material negative impact on the value of the
investment.

The set of sustainability risks below are
relevant to all investment strategies pursued, as
all Funds integrate sustainability risks. When
selecting and monitoring investments, these
sustainability risks are systematically
considered along with all other risks deemed
relevant for any Fund, taking into account its
investment policy / strategy.

Specific sustainability risks will vary for each
Fund and asset class, and include but are not
limited to the following:

Transition Risk. The risk posed by the
exposure to issuers that may potentially be
negatively affected by the transition to a low
carbon economy due to their involvement in
exploration, production, processing, trading
and sale of fossil fuels, or their dependency
upon carbon intensive materials, processes,
products and services. Transition risk may
result from several factors, including rising
costs and/or limitation of greenhouse gas
emissions, energy-efficiency requirements,
reduction in fossil fuel demand or shift to
alternative energy sources, due to policy,
regulatory, technological and market demand
changes. Transition risks may negatively affect
the value of investments by impairing assets or
revenues, or by increasing liabilities, capital
expenditures, operating and financing costs;

Physical Risk. The risk posed by the exposure
to issuers that may potentially be negatively
affected by the physical impacts of climate
change. Physical risk includes acute risks
arising from extreme weather events such as
storms, floods, droughts, fires or heatwaves,
and chronic risks arising from gradual changes
in the climate, such as changing rainfall
patterns, rising sea levels, ocean acidification,
and biodiversity loss. Physical risks may
negatively affect the value of investments by

27 OF 334

1805

PICTET ASSET MANAGEMENT

impairing assets, productivity or revenues, or
by increasing liabilities, capital expenditures,
operating and financing costs;
Environmental Risk. The risk posed by the
exposure to issuers that may potentially be
causing or affected by environmental
degradation and/or depletion of natural
resources. Environmental risk may result from
air pollution, water pollution, waste
generation, depletion of freshwater and marine
resources, loss of biodiversity or damages to
ecosystems. Environmental risks may
negatively affect the value of investments by
impairing assets, productivity or revenues, or
by increasing liabilities, capital expenditures,
operating and financing costs;

Social Risk. The risk posed by the exposure to
issuers that may potentially be negatively
affected by social factors such as poor labour
standards, human rights violations, damages to
public health, data privacy breaches, or
increased inequalities. Social risks may
negatively affect the value of investments by
impairing assets, productivity or revenues, or
by increasing liabilities, capital expenditures,
operating and financing costs;

Governance Risk. The risk posed by the
exposure to issuers that may potentially be
negatively affected by weak governance
structures. For companies, governance risk may
result from malfunctioning boards, inadequate
remuneration structures, abuses of minority
shareholders or bondholders’ rights, deficient
controls, aggressive tax planning and
accounting practices, or lack of business ethics.
For countries, governance risk may include
governmental instability, bribery and
corruption, privacy breaches and lack of
judicial independence. Governance risk may
negatively affect the value of investments due
to poor strategic decisions, conflicts of interest,
reputational damages, increased liabilities or
loss of investor confidence.

ESG Risk. ESG information from third-party
data providers may be incomplete, inaccurate,
or unavailable. As a result, there is a risk that
the Investment Managers may incorrectly
assess a security or issuer, resulting in the
incorrect inclusion or exclusion of a security in
the portfolio of a Fund. Incomplete, inaccurate,
or unavailable ESG data may also act as a
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methodological limitation to a non-financial
investment strategy (such as the application of
ESG criteria or similar). Where identified, the
Investment Managers will seek to mitigate this
risk through its own assessment. In the event
that the ESG characteristics of a security held
by a Fund change, resulting in the security
being sold, neither the SICAV, the Management
Company nor the Investment Managers accept
liability in relation to such change.

Other risks associated with collective