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The Board of Directors (the “Board of Directors”) of ANDBANK ASSET MANAGEMENT LUXEMBOURG, acting in
its capacity as the Management Company (the “Management Company”) of RAINBOW FUND (the “Fund”) has
taken all steps necessary to ensure the accuracy of the information contained in this prospectus of the Fund (the
“Prospectus”).
The Board of Directors of the Management Company has also verified that no information necessary for the public to
make an accurate and correct judgement on the securities has been omitted and accepts the responsibility of the
information included in this Prospectus.
The Management Company shall comply with respect to the offering of the units (hereinafter referred to as the "Units")
of the Fund with the laws and regulations in the countries where these Units are offered.
Distribution of this Prospectus is not authorized unless it is accompanied by the latest available annual report of the
Fund and the latest half-yearly report, if published thereafter. Copies of these documents can be obtained from the
Management Company’s registered office and the following website: www.andbank.lu.
The Units referred to in this Prospectus are offered solely on the basis of the information contained herein and in the
documents referred to herein. In connection with the offer made hereby, no person is authorized to give any
information or to make any representations other than those contained in this Prospectus and the documents referred
to herein and any purchase made by any person on the basis of statements or representations not contained in or
inconsistent with the information contained in this Prospectus shall be solely at the risk of the purchaser.
The Units have not been registered under the United States Securities Act of 1933, as amended (the "1933 Act"); they
may therefore not be publicly offered, sold, transferred or delivered, directly or indirectly, in the USA, or in any of its
territories subject to its jurisdiction or to or for the benefit of a US Person as such expression is defined hereinafter.
The Units are not being offered in the USA, and may be so offered only pursuant to an exemption from registration
under the 1933 Act and with the consent of the Management Company, and have not been registered with the
Securities and Exchange Commission or any state securities commission nor has the Fund been registered under the
Investment Company Act of 1940, as amended (the "1940 Act"). No transfer or sale of the Units shall be made unless,
among other things, such transfer or sale is exempt from the registration requirement of the 1933 Act and any
applicable state securities laws or is made pursuant to an effective registration statement under the 1933 Act and such
state securities laws and would not result in the Fund becoming subject to registration or regulation under the 1940
Act. Units may furthermore not be sold or held either directly or indirectly by nor to the benefit of, among others, a
citizen or resident of the USA, a partnership organized or existing in any state, territory or possession of the USA or
other areas subject to its jurisdiction, an estate or trust the income of which is subject to United States federal income
tax regardless of its source, or any corporation or other entity organized under the laws of or existing in the USA or
any state, territory or possession thereof or other areas subject to its jurisdiction (a "US Person"). The sale and
transfer of Units to US Persons is restricted and the Fund may redeem Units held by a US Person or refuse to register
any transfer to a US Person as it deems appropriate to assure compliance with the 1933 Act and furthermore with the
Foreign Account Tax Compliance Act (“FATCA”). For the purpose of compliance with FATCA, the restriction on
investors is to be understood as a restriction on (i) specified US Persons, (ii) Non-participating Foreign Financial
Institutions, (iii) Passive Non-Financial Foreign Entities with one or more substantial US owners (collectively the
“ineligible investors”). All purchasers must certify that the beneficial owner of such Units is not a US Person
respectively an ineligible investor and is purchasing such Units for its own account, for investment purposes only and
not with a view towards resale thereof.
This Prospectus may not be delivered to “US Persons”, ineligible investors or to any person who may not legally be
able to receive it or in respect of whom a sales solicitation is unlawful (collectively the “unauthorised persons”).
The Board of Directors will demand the immediate refunding of the Units bought or held by an unauthorised person,
including by investors who would have become unauthorised persons after the acquisition of the Units.
Unitholders shall notify the Fund and/or the Transfer Agent i) if they become unauthorised persons or ii) if they hold
Units in the Fund in breach of the applicable laws and regulations, this Prospectus or the Management Regulations, or
iii) in any circumstances which may affect the taxation of and/or have legal and/or regulatory consequences for the
Fund or the Unitholders or which may otherwise have a negative impact on the Fund or the other Unitholders.
The value of the Units may fall as well as rise and a Unitholder on transfer or redemption of Units may not get back
the amount he or she initially invested. Income from the Units may fluctuate in money terms and changes in rates of
exchange may cause the value of Units to go up or down. The levels and basis of, and reliefs from, taxation may
change. There can be no assurance that the investment objectives of the Fund will be achieved.
Investors should inform themselves and should take appropriate advice on the legal requirements as to possible tax
consequences, 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,
purchase, holding, conversion, redemption or disposal of the Units.
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References to terms or signs mentioned hereafter relate to the following currencies :
USD
EUR

:
:

GBP
YEN

:
:

United States Dollar
means the legal currency of the countries participating in
the European Economic and Monetary Union
Pound Sterling
Japanese Yen

Data protection
Certain personal data of investors (including, but not limited to, the name, address and invested amount of each
investor), along with documentary evidence, (the “Personal Data”) may be collected, recorded, stored, adapted,
transferred or otherwise processed and used by the Management Company, the Depositary, the Administrator, the
Registrar and Transfer Agent, the Domiciliary Agent and any other person who provides services to the Fund from
time to time and the financial intermediaries of such investors. In particular, such data may be processed for the
purposes of account and distribution fee administration, anti-money laundering and terrorism financing
identification, FATCA and Common Reporting Standard related due diligence and reporting requirements (as the
case may be) as well as any other exchange of information procedures to which the Fund may be subject from time
to time, maintaining the register of Unitholders, processing subscription, redemption and conversion orders and
payments of dividends to Unitholders and to provide client-related services. Such information shall not be passed
on to any unauthorised third persons.
The Management Company may sub-contract to another entity (the “Processor”) (such as the Administrator and/or
the Registrar and Transfer Agent) the processing of Personal Data. The Administrator and/or the Registrar and
Transfer Agent may disclose investors Personal Data to their administrative support providers and processors,
including those located in a third country which does not ensure an adequate level of protection of the rights and
freedoms of data subjects provided appropriate contractual arrangements are in place. The Management Company
undertakes not to transfer Personal Data to any third parties other than the Processor except if required by law or
on the basis of a prior consent of the investors. In particular, such Personal Data may be disclosed to the
Luxembourg tax authority (the “LTA”), which in turn may, acting as data controller, disclose it to foreign tax
authorities.
Each investor has a right of access to his/her/its Personal Data and may ask for a rectification thereof in case
where such data is inaccurate or incomplete. In relation thereto, the investor can contact the Management
Company at the following address: 4, rue Jean Monnet, L-2180 Luxembourg.
By subscribing to the Units, each investor consents to such processing of its Personal Data.
Units of the various compartments must be subscribed solely on the basis of the information contained in
this Prospectus and the relevant Key Investor Information Document (“KIID”). The KIID is a pre-contractual
document that contains key information for investors. It includes appropriate information about the
essential characteristics of each compartment.
If you are considering subscribing for Units, you should first read the relevant KIID carefully together with
this Prospectus and more particularly the Appendix to this Prospectus which includes in particular
information on the various compartments’ investment policies, and you should also consult the Fund’s
latest published annual and half-yearly reports, copies of which are available from the following website:
www.andbank.lu; from local agents, if any, or from the entities marketing the Units, and may be obtained
upon request, free of charge, at the Management Company’s registered office.
Enquiries or Complaints
Any investor enquiries or complaints should be submitted to the Management Company at the following address:
compliance@aaml.lu and any response will be made in writing.
The complaints handling policy established by the Management Company may be requested, free of charge, by
contacting the Management Company at the email address compliance@aaml.lu or through the following website:
www.andbank.lu.
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MAIN FEATURES
The following summary is qualified in its entirety by reference to the more detailed information
included elsewhere in this Prospectus.

THE FUND

RAINBOW FUND (the "Fund") is organized under part I of the
Law as a collective investment fund with multiple compartments.
(a "fonds commun de placement à compartiments multiples").
The Fund is an unincorporated co-proprietorship of all securities
and other assets of the Fund.

THE MANAGEMENT COMPANY

The Fund is managed in the interests of the co-owners
(hereinafter referred to as the "Unitholders") by the
Management Company, ANDBANK ASSET MANAGEMENT
LUXEMBOURG (the "Management Company"), a company
incorporated under the laws of the Grand Duchy of Luxembourg
and having its registered office in Luxembourg.

THE INVESTMENT ADVISOR

ALTERAREA EAFI, SL is the Fund Investment Advisor and
perceives a quarterly fee based on the average total net assets,
according to the type of compartment, as further detailed on
chapter 14 of this Prospectus.

The fees shall be paid by the Management Company out of its
investment management fee.

BANK BUSINESS DAY

any day on which banks are open for normal banking business
in Luxembourg.
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COMPARTMENTS

The Management Company offers the investors the opportunity
to invest in separate compartments. Each compartment has a
different investment objective and is a separate pool of assets
and liabilities represented by separate Units. Within each
compartment and in accordance with the Management
Regulations, the Management Company issues separate
classes of Units in the Fund.
The compartments in issue are set forth in the Appendix to this
Prospectus. The Management Company intends to create, in
due time, further compartments.
In case of the creation of further compartments, the Appendix
will be updated accordingly.
All Units of each compartment have equal rights as to dividend,
redemption and liquidation proceeds.

THE DEPOSITARY

The assets of the Fund are held in custody by KBL European
Private Banker S.A. …

ISSUE OF UNITS

The issue price per Unit of each compartment shall be the NAV
per Unit calculated on the following Valuation Day of the
compartment. The issue orders received by the Distributors
before 11 a.m. on the day before the Valuation Day shall be
sent to the transfer agent the same day, before the 2 p.m. time
limit established to this end in this Prospectus. The issue orders
received by the Distributors after the day and hour indicated
shall be dealt with in the corresponding process on the following
Valuation Day.

LAW

The law of 17 December 2010 on undertakings for collective
investment, as amended.

NAV

means the net asset value of each class within each
compartment.

REDEMPTION OF UNITS

The Unitholders may at any time apply for the redemption of
their Units at the NAV per Unit of the compartment, calculated
on the following Valuation Day of the compartment. The orders
received by the Distributors before 11 a.m. on the second day
immediately before the Valuation Day shall be sent to the
Transfer Agent the following working day before 2 p.m. and
those received later shall be dealt with in the corresponding
process on the following Valuation Day.
Unitholders may at any time request conversion of their Units
into Units of another compartment on the basis of the applicable
net asset value of the Units of both compartments at the time of
conversion.
The conversion of Units can only be requested for a minimum of
EUR 5.000.

CONVERSION OF UNITS

th

CSSF CIRCULAR 08/356

Means the CSSF circular 08/356 of 4 June 2008 determining the
rules applicable to undertakings for collective investment (UCIs)
when they employ certain techniques and instruments relating to
transferable securities and money market instruments.

CSSF CIRCULAR 13/559

Means the CSSF circular 13/559 of 18 February 2013 regarding
the ESMA guidelines on ETFs and other UCITS issues
(ESMA/2012/832).

DIRECTIVE

Means the Directive 2014/91/EU of the European Parliament
and of the Council dated 23rd July 2014 amending the UCITS
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Directive as regards depositary functions, remuneration policies
and sanctions
ESMA

Means the European Securities and Markets Authority.

1 - THE FUND
RAINBOW FUND (hereinafter referred to as the "Fund") is an unincorporated coproprietorship of the
transferable securities and other eligible assets (hereinafter referred to as "securities") of the Fund, managed in
the interest of its co-owners (hereinafter referred to as the "Unitholders") by ANDBANK ASSET
MANAGEMENT LUXEMBOURG (hereinafter referred to as the "Management Company"), a company
incorporated under the laws of the Grand Duchy of Luxembourg and having its registered office in
Luxembourg. The assets of the Fund are separate from those of the Management Company.
The Fund is organized under the laws of the Grand-Duchy of Luxembourg as a collective investment fund with
multiple compartments ("fonds commun de placement à compartiments multiples") pursuant to the provisions
th
of part I of the law of 17 December 2010 on undertakings for collective investment, as amended (the “Law”).
The registration under the Law does not require any Luxembourg authority to approve or disapprove the
accuracy of this Prospectus or the portfolios of securities held by the Fund. Any representation to the
contrary is unauthorised and unlawful.
The Fund constitutes a single entity. However, in respect of the relations between Unitholders, each
compartment will be treated as a separate entity.
The Fund is managed in the interest of the Unitholders by the Management Company in accordance with
Management Regulations effective 15. April 1996 published on 18. May 1996 in the Mémorial, Recueil Spécial
des Sociétés et Associations du Grand-Duché de Luxembourg (the "Mémorial"), recently renamed Recueil
Electronique des Sociétés et Associations (the « RESA »). A consolidated version of the management
regulations of the Fund, as from time to time amended (the ”Management Regulations”) is on file with the
"Greffe du Tribunal d'Arrondissement de Luxembourg".
The Management Regulations have been amended on 29. April 1997 and published on 13. May 1997 in the
Mémorial. They have also been amended on 7. October 1997 and published on 22. October 1997 in the
th
Mémorial, on 14. October 1998 and published on 10. November 1998 in the Mémorial, and on 29 December
th
2005 and published in the Mémorial on 20 January 2006, and on 29th September 2006 and published on
th
2nd November 2006 in the Mémorial. The Management Regulations have been amended on 12 December
2011 and a notice of the deposit of the amendment of the Management Regulations and of the Consolidated
Management Regulations to the Registre de Commerce et des Sociétés de Luxembourg have been published
th
nd
on 27 December 2011 in the Mémorial. The Management Regulations have been amended on 2 July 2012
and a notice of the deposit of the amendment of the Management Regulations and of the Consolidated
Management Regulations to the Registre de Commerce et des Sociétés de Luxembourg has been published
th
on 10 July 2012 in the Mémorial. Further to the change of management company from Luxcellence
th
Management Company S.A. to Andbank Asset Management Luxembourg effective March 24 , 2016, the
th
Management Regulations have been amended on March 24 , 2016 and a notice of the deposit of the
amendment of the Management Regulations and of the Consolidated Management Regulations to the Registre
de Commerce et des Sociétés de Luxembourg have been published in the Mémorial. The Management
st
Regulations have been amended on December 1 , 2016 and a notice of the deposit of the amendment of the
Management Regulations and of the Consolidated Management Regulations to the Registre de Commerce et
des Sociétés de Luxembourg has been published in the RESA. The Management Regulations have been
st
amended on October 1 , 2017 and a notice of the deposit if the amendment of the Management Regulations
and of the Consolidated Management Regulations to the Registre de Commerce et des Sociétés de
Luxembourg will be published in the RESA
The Fund has been established on 15. April 1996 for an undetermined period of time. Holders of Units, their
heirs, successors and assigns may not request dissolution or liquidation of the Fund, nor will their incapacity,
death, legal restraint, bankruptcy or insolvency effect dissolution or liquidation of the Fund.
The Fund may however be dissolved at any time by agreement between the Management Company and the
Depositary, if (1) in the judgement of the Management Company and the Depositary the termination of the
Fund can best serve the interest of the Unitholders, (2) in the judgement of the Management Company and the
Depositary circumstances beyond their control compel them to terminate the Fund, (3) the Management
Company is to be dissolved and liquidated and (4) in any other cases provided for by Luxembourg law.
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Any notice of dissolution shall be published in the RESA and in at least two Luxembourg and foreign
newspapers with appropriate distribution to be determined jointly by the Management Company and the
Depositary, one of which should be a newspaper issued in Luxembourg.
Issue, redemption and conversion of Units will cease at the time of the decision or event leading to the
dissolution. In such event, the Management Company will realise the assets of the Fund in the best interests of
the Unitholders, and the Depositary, upon instructions given by the Management Company, will distribute the
net proceeds of liquidation of each compartment, after deduction of all liquidation fees and expenses, among
the Unitholders in proportion of the number of Units they hold in each compartment. Amounts unclaimed nine
months after the decision to liquidate the Fund will be deposited in escrow with the Luxembourg Caisse de
Consignation for the benefit of the persons entitled thereto.
Amounts not claimed within the prescribed period may be forfeited in accordance with applicable provisions of
Luxembourg law.
By the acquisition of Units of the Fund, any Unitholder fully accepts and approves the Management
Regulations of the Fund as governing the relationship between the Unitholders, the Management Company
and the Depositary.
The Management Company may, for the benefit of the Unitholders and upon approval by the Depositary,
amend the Management Regulations in whole or in part at any time, subject to approval thereof by the
authorities having jurisdiction over the Fund. Any amendment shall become effective on the date of their
signature. A notice of the deposit of the amendments of the Management Regulations and of the Consolidated
Management Regulations to the Registre de Commerce et des Sociétés de Luxembourg will be published in
the RESA. The Management Regulations do not provide for meetings of Unitholders.

2 - INVESTMENT
OBJECTIVES AND
INVESTMENT
RESTRICTIONS
A. INVESTMENT OBJECTIVES
The Fund's investment objective is to maximize the long term return on assets. The Fund will pursue its
objective by means of investments in diversified compartments of transferable securities of any kind and other
permitted assets, subject to the restrictions detailed hereunder, with the purpose of spreading investment
risks and providing the Unitholders of each class of Units the results of the management of the compartment of
each class.
The different compartments in issue, and their relevant investment policy, are set forth in the Appendix of this
Prospectus. In the case new compartments are created, the Appendix will be updated accordingly.
B. INVESTMENT RESTRICTIONS
The following definitions shall apply for the purposes of the investment restrictions set forth hereafter:
EU

European Union

“Controlling
Person”

the natural persons who exercise control over an entity. In the case of a trust, the

UCITS Directive

Council Directive 2009/65/EC, as may be amended from time to time.

CSSF

Commission for the Supervision of the Financial Sector

settlor(s), the trustee(s), the protector(s) (if any), the beneficiary(ies) or class(es) of
beneficiaries, and any other natural person(s) exercising ultimate effective control
over the trust, and in the case of a legal arrangement other than a trust, such term
means persons in equivalent or similar positions. The term ''Controlling Persons"
must be interpreted in a manner consistent with the Financial Action Task Force
Recommendations.
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FATF State

such country (as shall be reviewed and) deemed from time to time by the FATF to
comply with the FATF regulations and criteria necessary to become a member
country of FATF and to have acceptable standards of anti-money laundering
legislation

Member State

a member state of the European Union

Money
market
instruments

shall mean instruments normally dealt in on the money market which are liquid, and
have a value which can be accurately determined at any time

OECD

Organisation for Economic Co-operation and Development

OTC

Over the Counter

Other State

any State of Europe which is not a Member State, and any State of America, Africa,
Asia and Oceania

Other Regulated
Market

market which is regulated, operates regularly and is recognized and open to the
public, namely a market (i) that meets the following cumulative criteria: liquidity;
multilateral order matching (general matching of bid and ask prices in order to
establish a single price); transparency (the circulation of complete information in
order to give clients the possibility of tracking trades, thereby ensuring that their
orders are executed on current conditions); (ii) on which the securities are dealt in at
a certain fixed frequency, (iii) which is recognized by a state or by a public authority
which has been delegated by that state or by another entity which is recognized by
that state or by that public authority such as a professional association and (iv) on
which the securities dealt in are accessible to the public

Regulatory
Authority

the Luxembourg authority or its successor in charge of the supervision of the UCIs
in the Grand Duchy of Luxembourg

Regulated Market

a market within the meaning of article 4(1)14 of Directive 2004/39/EC of the
European Parliament and of the Council of 21 April 2004 on markets in financial
instruments amending Council Directives 85/611/EEC and 93/6/EEC and Directive
2000/12/EC of the European Parliament and of the Council and repealing Council
Directive 93/22/EEC and/or any other market which is regulated, operates regularly
and is recognized and open to the public, located in EU Member States or non-EU
Member States

Transferable
securities

shall mean:
- equities and other securities equivalent to equities,
- bonds and other forms of securitised debt,
- any other negotiable securities which carry the right to acquire any such
transferable securities by subscription or exchange, excluding techniques and
instruments relating to transferable securities and money market instruments.

UCITS

an Undertaking for Collective Investment in Transferable Securities within the
meaning of the EU Council Directive 2009/65/EEC on the Coordination of Laws,
Regulations and Administrative Provisions relating to Undertakings for Collective
Investment in Transferable Securities (UCITS), as amended

Other UCI

an Undertaking for Collective Investment.

The Board of Directors of the Management Company, based upon the principle of spreading of risks, has
power to determine the investment policy for the investments of the Fund in respect of each compartment.
There can be no assurance that the investment objective for any compartment will be attained. Pursuit of
the investment objective and policies of any compartment must be in compliance with the rules and
restrictions set hereunder and, while acting on behalf of the Fund and/or each compartment, the
Management Company shall observe.

(I)

(A)

The Fund and/or each compartment shall invest in:
(1) transferable securities and money market instruments admitted to or dealt in on a
Regulated Market;
(2) recently issued transferable securities and money market instruments provided that the
terms of the issue include an undertaking that application will be made for admission to
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the official listing on a stock exchange or on another Regulated Market and that such
admission is secured within a year of the issue.
(3) units of UCITS and/or other UCIs, whether situated in an EU Member State or not,
provided that:







such other UCIs have been authorised under the laws which provide that they are
subject to supervision considered by the Regulatory Authority to be equivalent to that
laid down in the Community law and that cooperation between authorities is sufficiently
ensured (currently any Member State of the EU or under the laws of Canada, Hong
Kong, Japan, Norway, Switzerland or the United States of America),
the level of protection for unitholders in such other UCIs is equivalent to that provided
for unitholders in a UCITS, and in particular that the rules on assets segregation,
borrowing, lending, and uncovered sales of transferable securities and money market
instruments are equivalent to the requirements of directive 2009/65/EEC,
the business of such other UCIs is reported in half-yearly and annual reports to enable
an assessment of the assets and liabilities, income and operations over the reporting
period,
no more than 10% of the assets of the UCITS or of the other UCIs, whose acquisition
is contemplated, can, according to their constitutional documents, in aggregate be
invested in units of other UCITS or other UCIs;

(4) deposits with credit institutions which are repayable on demand or have the right to be
withdrawn, and maturing in no more than 12 months, provided that the credit institution
has its registered office in a country which is a Member State of the European Union or,
if the registered office of the credit institution is situated in a non-Member State,
provided that it is subject to prudential rules considered by the Regulatory Authority as
equivalent to those laid down in Community law;
(5) financial derivative instruments, including equivalent cash-settled instruments, dealt in
on a Regulated Market and/or financial derivative instruments dealt in over-the-counter
("OTC derivatives"), provided that:




the underlying consists of instruments covered under this section, financial indices,
interest rates, foreign exchange rates or currencies, in which the Fund and/or each
compartment may invest according to their investment objective;
the counterparties to OTC derivative transactions are institutions subject to prudential
supervision and belonging to the categories approved by the Commission de
Surveillance du Secteur Financier; and
the OTC derivatives are subject to reliable and verifiable valuation on a daily basis and
can be sold, liquidated or closed by an offsetting transaction at any time at their fair
value at the Fund's initiative;

(6) money market instruments other than those dealt in on a Regulated Market, if the issue
or the issuer of such instruments are themselves regulated for the purpose of protecting
investors and savings, and provided that such instruments are:







issued or guaranteed by a central, regional or local authority or by a central bank of an
EU Member State, the European Central Bank, the EU or the European Investment
Bank, a non-EU Member State or, in case of a Federal State, by one of the members
making up the federation, or by a public international body to which one or more EU
Member States belong, or
issued by an undertaking any securities of which are dealt in on Regulated Markets, or
issued or guaranteed by a credit institution which is subject to prudential supervision, in
accordance with criteria defined by Community Law, or by a credit institution which is
subject to and complies with prudential rules considered by the Regulatory Authority to
be at least as stringent as those laid down by Community law, or
issued by other bodies belonging to the categories approved by the CSSF provided
that investments in such instruments are subject to investor protection equivalent to
that laid down in the first, second and third indent of this Sub-section h) of Section 1 of
this Appendix A, and provided that the issuer (i) is a company whose capital and
reserves amount at least to ten million Euro (EUR 10,000,000) and (ii) which presents
and publishes its annual accounts in accordance with Directive 78/660/EEC, (iii) is an
entity which, within a Group of Companies which includes one or several listed
companies, is dedicated to the financing of the group, or (iv) is an entity which is
dedicated to the financing of securitisation vehicles which benefit from a banking
liquidity line.
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(B) In spite of what is provided for under (I)(A), above, the Fund and/or each compartment may also
invest a maximum of 10% of its assets in transferable securities or money market instruments other
than the Transferable Securities.

(II)

The Fund and/or each compartment may hold ancillary liquid assets.
The Fund and/or each compartment may acquire movable and immovable property which is essential
for the direct pursuit of its business.

(III)

(A)

Each compartment will invest no more than 10% of its net assets in transferable securities or
money market instruments issued by the same issuing body.
The Fund may not invest more than 20% of the net assets of any compartment in deposits
made with the same body. The risk exposure of a compartment to a counterparty in an OTC
derivative transaction may not exceed 10% of its net assets when the counterparty is a credit
institution referred to in (I) (5) above or 5% of its net assets in other cases.

(B)

Moreover, where the Fund holds on behalf of a compartment investments in transferable
securities and money market instruments of issuing bodies which individually exceed 5% of the
net assets of such compartment, the total of all such investments must not account for more
than 40% of the total net assets of such compartment.
This limitation does not apply to deposits and OTC derivative transactions made with financial
institutions subject to prudential supervision.
Notwithstanding the individual limits laid down in paragraph (A), the Fund may not combine for
each compartment:

investments in transferable securities or money market instruments issued by a single
body,

deposits made with a single body, and/or

exposures arising from OTC derivative transactions undertaken with a single body
in excess of 20% of its net assets.

(C)

The 10% limit laid down under (III)(A) above, may be of a maximum of 35% if the transferable
securities or money market instruments are issued or guaranteed by an EU Member State, its
local authorities, or by another state or by public international bodies of which one or more EU
Member states are members.

(D)

The limit of 10% laid down under (III)(A) is increased to 25% for certain bonds when they are
issued by a credit institution which has its registered office in a Member State of the EU and is
subject by law, to special public supervision designed to protect bondholders. In particular,
sums deriving from the issue of these bonds must be invested in conformity with the law in
assets which, during the whole period of validity of the bonds, are capable of covering claims
attaching to the bonds and which, in case of bankruptcy of the issuer, would be used on a
priority basis for the repayment of principal and payment of the accrued interest.
If a Fund invests more than 5% of its net assets in the bonds referred to in this sub-paragraph
and issued by one issuer, the total value of such investments may not exceed 80% of the net
assets of the Fund.

(E)

The transferable securities and money market instruments referred to in (C) and (D) shall not be
included in the calculation of the limit of 40% in (B).
The limits set out in sub-paragraphs (A), (B), (C) and (D) may not be aggregated and,
accordingly, investments in transferable securities or money market instruments issued by the
same issuing body, in deposits or in derivative instruments effected with the same issuing body
may not, in any event, exceed a total of 35% of any compartment's net assets.
Companies which are part of the same group for the purposes of the establishment of
consolidated accounts, as defined in accordance with directive 83/349/EEC or in accordance
with recognized international accounting rules, are regarded as a single body for the purpose of
calculating the limits contained under (III).
The Fund may cumulatively invest up to 20% of the net assets of a compartment in transferable
securities and money market instruments within the same group.

(F)

Notwithstanding the above provisions, the Fund is authorised to invest up to 100% of the net
assets of any compartment, in accordance with the principle of risk spreading, in transferable
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securities and money market instruments issued or guaranteed by a Member State of the EU,
by its local authorities or agencies, or by another member State of the OECD or by public
international bodies of which one or more Member States of the EU are members, provided that
such compartment must hold securities from at least six different issues and securities from one
issue do not account for more than 30% of the net assets of such compartment.
(IV)
(A)

(B)

(V)

Without prejudice to the limits laid down under (V), the limits provided under (III) are raised to a
maximum of 20% for investments in Units and/or bonds issued by the same issuing body if the
aim of the investment policy of a compartment is to replicate the composition of a certain stock
or bond index which is sufficiently diversified, represents an adequate benchmark for the market
to which it refers, is published in an appropriate manner and disclosed in the relevant Fund's
investment policy.
The limit laid down in (A) is raised to 35% where this proves to be justified by exceptional
market conditions, in particular on Regulated Markets where certain transferable securities or
money market instruments are highly dominant. The investment up to this limit is only permitted
for a single issuer.

The Fund will not:
(A)

acquire more than 10% of the non voting shares of the same issuer;

acquire more than 10% of the debt securities of the same issuer ;

acquire more than 10% of the money market instruments of the same issuers.
The limits laid down in the second and third indents may be disregarded at the time of acquisition if
at that time the gross amount of debt securities or of money market instruments or the net amount of
the investments in issue cannot be calculated.
Such limits shall not apply to transferable securities and money market instruments issued or
guaranteed by a Member State of the European Union, its local authorities, any other state, or by
public international bodies of which one or more Member States of the European Union are
members.
These provisions are also waived as regards Units held by the Fund in the capital of a company
incorporated in a non-Member State of the EU which invests its assets mainly in the securities of
issuing bodies having their registered office in that State, where under the legislation of that State,
such a holding represents the only way in which the Fund can invest in the securities of issuing
bodies of that State provided that the investment policy of the company from the non-Member State
of the EU complies with the limits laid down in paragraph (III), (V). and (VI). (A), (B), (C) and (D).
(B)

(VI)

acquire Units carrying voting rights which would enable the Fund to exercise significant
influence over the management of an issuing body.

(A) The Fund may acquire units of the UCITS and/or other UCIs referred under (I) (A) 4), provided that
no more than 20% of its net assets be invested in the units of a single UCITS or other UCI.
For the purpose of the application of this investment limit, each compartment of a UCI with multiple
compartments is to be considered as a separate issuer provided that the principle of segregation of
the obligations of the various compartments vis-à-vis third parties is ensured.
(B)

Investments made in units of UCIs other than UCITS may not in aggregate exceed 30% of the net
assets of a compartment.
The underlying investments held by the UCITS or other UCIs in which the Fund invests do not have
to be considered for the purpose of the investment restrictions set forth under (III) above.

(C) When the Fund invests in the units of UCITS and/or other UCIs that are managed, directly or by
delegation, by the Management Company or by any other company with which the Management
Company is linked by common management or control, or by a substantial direct or indirect holding,
the Management Company or other company cannot charge subscription or redemption fees on
account of its investment in the units of such UCITS and/or other UCIs.
If any compartment’s investments in UCITS and other UCIs constitute a substantial proportion of
that compartment's assets, it shall disclose in the prospectus the maximum level of the
management fees (excluding any performance fee) charged both to such compartment itself and
the UCITS and/or other UCIs concerned in which the compartment intends to invest. The Fund will
indicate in its annual report the maximum level of management fees charged both to the relevant
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compartment and to the UCITS and other UCIs in which such Fund has invested during the
relevant period.
(D) The Fund may acquire no more than 25% of the units of the same UCITS or other UCI. This limit
may be disregarded at the time of acquisition if at that time the gross amount of the units in issue
cannot be calculated.

(VII)

The Fund shall ensure for each compartment that the global exposure relating to derivative instruments
does not exceed the total net value of the relevant compartment.
The exposure is calculated taking into account the current value of the underlying assets, the
counterparty risk, foreseeable market movements and the time available to liquidate the positions. This
shall also apply to the following subparagraphs.
If the compartment invests in financial derivative instruments, the exposure to the underlying assets
may not exceed in aggregate the investment limits laid down under (III) above. When the Fund invests
in index-based financial derivative instruments, these investments do not have to be combined to the
limits laid down under (III).
When a transferable security or money market instrument embeds a derivative, the latter must be
taken into account when complying with the requirements of this section.

(VIII)

Each compartment will not:
(A)

purchase any securities on margin (except that the compartment may obtain such short-term
credit as may be necessary for the clearance of purchases and sales of securities) or make
short sales of securities or maintain a short position; deposits or other accounts in connection
with option, forward or financial futures contracts, are, however, permitted within the limits
provided for here below;

(B)

make loans to, or act as a guarantor for, other persons, or assume, endorse or otherwise
become directly or contingently liable for, or in connection with, any obligation or indebtedness
of any person in respect of borrowed monies, provided that for the purpose of this restriction (i)
the acquisition of transferable securities in partly paid form, and (ii) the lending of portfolio
securities subject to all applicable laws and regulations shall not be deemed to constitute the
making of a loan or be prohibited by this paragraph;

(C)

borrow more than 10% of its total net assets, and then only from banks and as a temporary
measure. Each compartment may, however, acquire currency by means of a back to back loan.
Each compartment will not purchase securities while borrowings are outstanding in relation to it,
except to fulfil prior commitments and/or exercise subscription rights;

(D)

make investments in, or enter into transactions involving precious metals, commodities or
certificates representing these;

(F)

may not carry out uncovered sales of transferable securities, money market instruments or
other financial instruments;

(G)

may not acquire either precious metals or certificates representing them.

If any of the above limitations are exceeded for reasons beyond the control of the Management Company acting
on behalf of the Fund and/or each compartment or as a result of the exercise of subscription rights attaching to
transferable securities and money market instruments, the Fund and/or each compartment must adopt, as a
priority objective, sales transactions for the remedying of that situation, taking due account of the interests of its
Unitholders.
C. CURRENCIES
The Fund as well as the compartments are denominated in EURO.

3 - FINANCIAL TECHNIQUES
AND INSTRUMENTS
Without prejudice to the investment restrictions for each compartment and subject to the limitations set out above,
and in accordance with the Law and applicable regulations, including circulars, guidelines and other publications
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of the CSSF and ESMA, in particular CSSF Circular 08/356 and CSSF Circular 13/559, each compartment may
(I) undertake for the purpose of efficient portfolio management techniques and instruments relating to transferable
securities, and (II) use techniques and instruments aimed at hedging exchange risks to which any particular
compartment is exposed in the management of its assets and liabilities.
I. TECHNIQUES AND INSTRUMENTS RELATING TO TRANSFERABLE SECURITIES
For the purpose of efficient portfolio management, each compartment, may undertake transactions relating to
options (1), financial futures and related options (2), securities lending (3) and réméré transactions (repurchase
agreements) (4).
1. Options on transferable securities
Each compartment may buy and sell call and put options providing that these options are traded on a regulated
market, operating regularly, recognized and open to the public. When entering into these transactions, each
compartment must adhere to the following regulations:
1.1. Regulations in respect of the acquisition of options
The total of premiums paid for the acquisition of call and put options which are considered here may not, together
with the total of the premiums paid for the acquisition of call and put options described under 2.3., below, exceed
15% of the net asset value of the each compartment.
1.2. Regulations to ensure the coverage of commitments arising from options transactions
At the conclusion of contracts for the sale of call options, each compartment must hold either the underlying
securities, matching call options, or other instruments which provide sufficient coverage of the commitments
resulting from the contracts in question such as warrants. The underlying securities of call options sold may not
be disposed of as long as these options exist, unless they are covered by matching options or by other
instruments which can be used for the same purpose. The same regulations also apply to matching call options or
other instruments that each compartment must hold when it does not have the underlying securities at the time of
the sale of the relevant options. As an exception to these regulations, each compartment may write uncovered
call options on securities that it does not own at the conclusion of the option contract if the following conditions are
met: (a) the exercise price of the call options sold in this way does not exceed 25% of the net assets of each
compartment; (b) each compartment must at all times be able to cover the positions taken on these sales. Where
a put option is sold, each compartment must be covered for the full duration of the option contract by liquid assets
sufficient to pay for the securities deliverable to it on the exercise of the option by the counterpart.
By selling uncovered call options, the Fund and/or each compartment risks a theoretically unlimited loss. By
selling put options the Fund and/or each compartment risks a loss if the price of the underlying securities falls
below the strike price less the received premium.
1.3. Conditions and limits for the sale of call and put options
The total commitment arising on the sale of call and put options (excluding the sale of call options for which the
Fund has adequate coverage) and the total commitment arising on transactions described under 2.3., below, may
at no time exceed the total net asset value of each compartment.
In this context, the commitment on call and put options sold is equal to the total of the exercise prices of those
options.
2. Transactions relating to futures and options on financial instruments
Except for transactions by mutual agreement which are described under 2.2., below, the transactions described
here may only relate to contracts which are dealt in on a regulated market, operating regularly, recognized and
open to the public. Subject to the conditions defined below, such transactions may be undertaken for hedging or
other purposes.
2.1. Hedging operations relating to the risks attached to the general movement of stock markets
As a global hedge against the risk of unfavourable stock market movements, each compartment may sell
futures on stock market indices. For the same purpose, each compartment may also sell call options or buy put
options on stock market indices. The objective of these hedging operations assumes that a sufficient correlation
exists between the composition of the index used and the Fund's portfolio. In principle, the total commitment
relating to futures and option contracts on stock market indices may not exceed the global valuation of securities
held by each compartment in the market corresponding to each index.
2.2. Transactions relating to interest rate hedging
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As a global hedge against interest rate fluctuations, each compartment may sell interest rate futures contracts.
For the same purpose, it can also sell call options or buy put options on interest rates or make interest rate swaps
on a mutual agreement basis with first class financial institutions specialising in this type of transaction. In
principle the total commitment on financial futures contracts, option contracts and interest rate swaps may not
exceed the global valuation of the assets to be hedged held by the compartment in the currency corresponding to
these contracts.
2.3. Transactions which are undertaken for purposes other than hedging
Markets dealing with forward contracts and options are extremely volatile and highly risky.
Apart from option contracts on transferable securities and contracts relating to currencies, each compartment
may for a purpose other than hedging, buy and sell futures contracts and option contracts on any type of financial
instrument, providing that the total commitment arising on these purchase and sale transactions together with the
total commitment arising on the sale of call and put options on transferable securities at no time exceeds the net
asset value of the compartment. Sales of call options on transferable securities for which the compartment has
sufficient coverage are not included in the calculation of the total commitment referred to above. It should be
remembered that the total of the premiums paid to acquire call and put options as described here, together with
the total of the premiums paid to acquire call and put options on transferable securities as described under 1.1.,
above, may not exceed 15% of the net assets.
In this context, the commitment arising on transactions which do not relate to options on transferable securities
is defined as follows: (a) the commitment arising on futures contracts is equal to the liquidation value of the net
position of contracts relating to similar financial instruments (after netting between purchase and sale positions),
without taking into account the respective maturities; and, (b) the commitment relating to options bought and sold
is equal to the sum of the exercise prices of those options representing the net sold position in respect of the
same underlying asset, without taking into account the respective maturities.
3. Securities lending
The Fund and/or each compartment may enter into securities lending transactions on condition that they comply
with the following regulations:
3.1. Regulations to ensure the proper completion of lending transactions
Each compartment may only lend securities through a standardised lending system organised by a recognized
clearing institution or through a first class financial institution specialising in this type of transaction. As part of
lending transactions, each compartment must in principle receive a guarantee, the value of which at the
conclusion of the contract must be at least equal to the global valuation of the securities lent. This guarantee must
be given in the form of liquid assets and/or in the form of securities issued or guaranteed by a member state of
the OECD, or by their local authorities, or by supranational institutions and undertakings of a community, regional
or world-wide nature, and blocked in the name of the compartment until the expiration of the loan contract.
3.2. Conditions and limits of securities lending
Securities lending transactions may not exceed 50% of the global valuation of the securities portfolio of a
compartment. This limitation does not apply where the compartment is entitled at all times to the cancellation of
the contract and the restitution of the securities lent. Securities lending transactions may not exceed beyond a
period of 30 days.
3.3 Credit Default Swaps
The Fund may use credit default swaps. A credit default swap is a bilateral financial contract in which one
counterpart (the protection buyer) pays a periodic fee in return for a contingent payment by the protection seller
following a credit event of a reference issuer. The protection buyer must either sell particular obligations issued by
the reference issuer at their par value (or some other designated reference or strike price) when a credit event
occurs or receive a cash settlement based on the difference between the market price and such reference or
strike price. A credit event is commonly defined as bankruptcy, insolvency, receivership, material adverse
restructuring of debt, or failure to meet payment obligations when due. The International Swaps and Derivatives
Association ("ISDA") has produced standardized documentation for these transactions under the umbrella of its
ISDA Master Agreement.
The Fund may use credit default swaps in order to hedge the specific credit risk of some of the issuers in its
portfolios by buying protection.
In addition, the Fund may, provided it is in the exclusive interests of its Unitholders, buy protection under credit
default swaps without holding the underlying assets provided that the aggregate premiums paid together with the
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present value of the aggregate premiums still payable in connection with credit default swaps previously
purchased and the aggregate premiums paid relating to the purchase of options on transferable securities or on
financial instruments for a purpose other than hedging, may not, at any time, exceed 15% of the net assets of the
relevant compartment.
Provided it is in the exclusive interests of its Unitholders, the Fund may also sell protection under credit default
swaps in order to acquire a specific credit exposure. In addition, the aggregate commitments in connection with
such credit default swaps sold together with the amount of the commitments relating to the purchase and sale of
futures and option contracts on any kind of financial instruments and the commitments relating to the sale of call
and put options on transferable securities may not, at any time, exceed the value of the net assets of the relevant
compartment.
The Fund will only enter into credit default swap transactions with highly rated financial institutions specialized in
this type of transaction and only in accordance with the standard terms laid down by the ISDA. In addition, the use
of credit default swaps must comply with the investment objectives and policies and risk profile of the relevant
compartment.
The aggregate commitments on all credit default swaps will not exceed 20% of the net assets of the
compartment.
The total commitments arising from the use of credit default swaps together with the total commitments arising
from the use of other derivative instruments may not, at any time, exceed the value of the net assets of the
relevant compartment.
The Fund will ensure that, at any time, it has the necessary assets in order to pay redemption proceeds resulting
from redemption requests and also meet its obligations resulting from credit default swaps and other techniques
and instruments.
Each compartment will not:
- invest more than 10% of its net assets in securities not listed on a stock exchange nor dealt in on another
regulated market which operates regularly and is recognized and open to the public;
- acquire more than 10% of the securities of the same kind issued by the same issuing body;
- invest more than 10% or its net assets in securities issued by the same issuing body.
The above mentioned investment restrictions apply to the credit default swap issuer and to the credit default
swap’s final debtor risk (“underlying”).
4. "Réméré" transactions (repurchase agreements)
Unless otherwise indicated in Appendix A, each compartment may occasionally enter into "réméré" transactions
(repurchase agreements) which consist of the purchase and sale of securities with a clause reserving the seller
the right to repurchase from the acquirer the securities sold at a price and term specified by the two parties in a
contractual agreement. Each compartment can act either as purchaser or seller in "réméré" transactions. The
involvement in such transactions is, however, subject to the following regulations: (a) the compartment may not
buy or sell securities using a "réméré" transaction unless the counterparties in such transactions are first class
financial institutions specialising in this type of transactions; (b) during the life of a "réméré" purchase contract, the
compartment cannot sell the securities which are the object of the contract, either before the right to repurchase
these securities has been exercised by the counterparty, or the repurchase term has expired. Where the
compartment is exposed to repurchases, it must take care to ensure that the level of its exposure to "réméré"
purchase transactions is such that it is able, at all times, to meet its repurchase obligations.
As of the date of this Prospectus, the Fund does not enter into securities lending transactions, repurchase and
reverse repurchase agreements transactions or total return swaps. In the event that the Board of Directors of the
Management Company decides that the Fund may enter into any of the above transactions and prior to any such
transaction, this Prospectus will be amended accordingly to reflect this change in the investment policy of the
Fund.
In case of use of such efficient portfolio management techniques, the Fund will ensure the following:


That the risks arising from these activities are adequately captured by the risk management process of the
Fund.



That the techniques and instruments relating to transferable securities and money market instruments
should not:
a) result in a change of the declared investment objective of the Fund; or
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b) add substantial supplementary risks in comparison to the original risk policy as described in its sales
documents.


That this Prospectus mentions:
a) the policy regarding direct and indirect operational costs/fees arising from efficient portfolio management
techniques that may be deducted from the revenue delivered to the Fund, these fees not including
hidden revenue; and
b) the identity of the entity(ies) to which the direct and indirect costs and fees are paid and the indication of
their relation with the Management Company or the Depositary.



That all revenues arising from efficient portfolio management techniques, net of direct and indirect
operational costs, should be returned to the Fund.



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



That, when it enters into a reverse repurchase agreement, it is able at any time to recall the full amount of
cash or to terminate the reverse repurchase agreement on either an accrued basis or a mark-to-market
basis.



That, when it enters into a repurchase agreement, it is able at any time to recall any securities subject to the
repurchase agreement or to terminate the repurchase agreement into which it has entered.

In case of use of total return swaps or other financial derivative instruments with the same characteristics, the
Fund will insert in this Prospectus the following:


information on the underlying strategy and composition of the investment portfolio or index;



information on the counterparty(ies) of the transactions;



a description of the risk of counterparty default and the effect on investor returns;



the extent to which the counterparty assumes any discretion over the composition or management of the
Fund’s investment portfolio or over the underlying of the financial derivative instruments, and whether the
approval of the counterparty is required in relation to any Fund investment portfolio transaction; and



the identification of the counterparty being considered as an investment manager.

II. TECHNIQUES AND INSTRUMENTS AIMED AT HEDGING EXCHANGE RISKS
To protect assets against the fluctuation of currencies, each compartment may enter into transactions the purpose
of which is the sale of forward foreign exchange contracts, sale of call options or the purchase of put options in
respect of currencies. The transactions referred to here may only be entered into via contracts which are dealt in
on a regulated market, operating regularly, recognized and open to the public.
For the same purpose each compartment may also sell currencies forward or exchange currencies on a mutual
agreement basis with first class financial institutions specialising in this type of transaction.
The hedging objective of the transactions referred to above presupposes the existence of a direct relationship
between these transactions and the assets which are being hedged and implies that, in principle, transactions in a
given currency cannot exceed the total valuation of assets denominated in that currency or a correlated currency
(i.e., a related currency whose value is linked to that of the currency being hedged) nor may the duration of these
transactions exceed the period for which the respective assets are held. The compartment would use derivative
instruments denominated in a linked currency only when derivative instruments denominated in the currency of
the assets being hedged were unavailable or when the portfolio manager believed that, because of market or
other conditions, the correlated currency represented a more efficient and effective hedge.
III. COLLATERAL MANAGEMENT
When calculating the counterparty risk limits laid down by article 43 of the Law, the risk exposure arising from
OTC financial derivative transactions and efficient portfolio management techniques shall be combined.
The collateral used to reduce the counterparty risk exposure, when entering into OTC financial derivative
transactions and efficient portfolio management techniques, should comply with the following criteria:
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a. Liquidity – any collateral received other than cash shall be highly liquid and traded on a Regulated Market or
multilateral trading facility with transparent pricing in order that it can be sold quickly at a price that is close to presale valuation. Collateral received shall also comply with the provisions of article 48 of the Law.
b. Valuation – the collateral received shall be valued on at least a daily basis and assets that exhibit high price
volatility shall not be accepted as collateral unless suitably conservative haircuts are in place.
c. Issuer credit quality – the collateral received shall be of high quality.
d. Correlation – the collateral received by the Fund shall be issued by an entity that is independent from the
counterparty and is expected not to display a high correlation with the performance of the counterparty.
e. Collateral diversification (asset concentration) – collateral shall be sufficiently diversified in terms of country,
markets and issuers. The criterion of sufficient diversification with respect to issuer concentration is considered to
be respected if the Fund, for a compartment, receives from a counterparty of efficient portfolio management and
OTC financial derivative transactions a basket of collateral with a maximum exposure to a given issuer of 20% of
its net asset value. When the Fund is exposed to different counterparties, the different baskets of collateral shall
be aggregated to calculate the 20% limit of exposure to a single issuer. By way of derogation the Fund, for a
compartment, may be fully collateralised in different transferable securities and money market instruments issued
or guaranteed by a Member State, one or more of its local authorities, a third country, or a public international
body to which one or more Member States belong. The Fund for such compartment should receive securities
from at least six different issues, but securities from any single issue should not account for more than 30% of the
Fund’s net asset value.
f. The Risks linked to the management of collateral, such as operational and legal risks, shall be identified,
managed and mitigated by the risk management process.
g. Where there is a title transfer, the collateral received shall be held by the Depositary. For other types of
collateral arrangement, the collateral can be held by a third party depositary which is subject to prudential
supervision, and which is unrelated to the provider of the collateral.
h. The collateral received shall be capable of being fully enforced by the Fund at any time without reference to or
approval from the counterparty.
i. Non-cash collateral received shall not be sold, re-invested or pledged.
j. Cash collateral received shall only be:
- placed on deposit with entities prescribed in article 41(1)(f) of the Law;
- invested in high-quality government bonds;
- used for the purpose of reverse repurchase transactions provided the transactions are with credit institutions
subject to prudential supervision and the Fund is able to recall at any time the full amount of cash on accrued
basis;
- invested in short-term money market funds as defined in the CESR/10-049 Guidelines on a common definition of
European money market funds.
Re-invested cash collateral shall be diversified in accordance with the diversification requirements applicable to
non-cash collateral.
Subject to the above criteria, the eligible collateral includes:
(i) cash denominated in the reference currency of the Fund (or relevant compartment) and money market
instruments with an external credit rating AA- or above of the issuer;
(ii) marketable securities representing claims on or claims guaranteed by central banks of eligible jurisdictions,
non-central government public sector entities, the Bank for International Settlements, the International Monetary
Fund, the European Commission, given that they are traded in large, deep and active markets characterized by a
low level of concentration;
(iii) marketable securities representing claims on or claims guaranteed by eligible jurisdictions, their central banks,
non-central government public sector entities or multilateral development banks, with a credit rating of A- or
above;
(iv) shares or units issued by money market UCIs complying with the CESR/10-049 Guidelines on a common
definition of European money market funds, offering a daily liquidity, calculating a daily net asset value and being
assigned a rating of AAA or its equivalent;
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(v) shares or units issued by UCITS offering a daily liquidity and investing mainly in bonds or shares fulfilling the
two requirements below;
(vi) debt instruments with an external rating at least equivalent to “investment grade”;
(vii) shares and convertible bonds dealt on a Regulated Market, on the condition that these shares are included in
a main index.
For the valuation of the collateral the following haircuts will be applicable.
Collateral Haircut
Collateral Type

Applied Haircut

1. Cash in reference currency of the Fund

0%

2. Cash in non-reference currencies

1% - 10%

3. Money markets instruments with an external
1
credit rating AA- or above

0.5% - 2%
Residual maturity

2

4. Debt Instruments

Less than 1 year

1-5 years

More than 5
years

Bonds issued or guaranteed by a EU Member
State with an external rating at least equivalent
to AA-

0.25% - 3%

2% - 5%

5% - 10%

Sovereign debt instruments with an external
rating AA or above

0.25% - 3%

2% - 5%

5% - 10%

Debt instruments with an external rating A or
above

1% - 5%

6% - 12%

10% - 15%

5. Shares dealt on a Regulated Market and
included in a main index (European and US
index)

15% - 25%

At any time, relative to market conditions, if deemed necessary for the best interest of the Fund, the Management
Company reserves the right to amend the above haircut level.
Cash as collateral may only be placed in:
(i) high quality eligible sovereign debt and/or debt guaranteed by an eligible jurisdiction subject to a AAAequivalent rating;
(ii) any other government bonds generally considered risk-free in reference to AAA-equivalent rating;
(iii) short term money market funds subject to a AAA-equivalent rating;
(iv) plain vanilla corporate bonds or plain vanilla money market instruments with a short maturity (generally 3
months) from issuers in OECD member countries subject to AAA-equivalent rating.

The above provisions are in line with the ESMA 2014/937 Guidelines on ETFs and other UCITS issues. The
Management Company shall at all times make sure to comply with any new requirement or amendments of the
ESMA requirements upon their entering into force.
1

If money market instruments are traded above the par value, a haircut will be applied to the face value of the
MMI.
2
If debt instrument are traded above par value, a haircut will be applied to the face value of the instruments.
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4 – RISK MANAGEMENT
PROCESS
The Management Company will employ, in respect of the Fund, a risk-management process which enables it to
monitor and measure at any time the risk of the positions and their contribution to the overall risk profile of each
compartment. The Management Company, in relation to the Fund will employ, if applicable, a process for accurate
and independent assessment of the value of any OTC derivative instruments.

5 – RISK CONSIDERATIONS
In general, the Fund will be subject to the risks described hereinafter. For further risk considerations relating to
any compartment, please refer to the relevant sections in the Appendix to this Prospectus.
Investors should note the following risk considerations before making any decision to invest in the Fund. It should
be noted that the risk factors described hereinafter do not purport to be a complete explanation of the risks
involved in investing in the Fund. Prospective investors should read the entire document and consult with their
legal, tax and financial advisers before making any investment decision.
General risks
The below risk factors apply to all compartments indiscriminately and shall be considered regardless of their
specific investment policies and strategies.
General investment activity risks
An investment in a compartment is suitable only for investors who are capable of evaluating the risks and merits of
such investment and who have sufficient resources to bear any loss which might result from such investment.
Potential investors should consult their stockbroker, bank manager, lawyer, accountant or their independent
financial adviser before investing.
Investment in the Fund should be regarded as long term in nature. There can be no guarantee that any
appreciation in the value of any compartment’s investments will occur and investors may not get back the full
value of their investment. Although it will be the policy of each compartment to diversify its investment portfolio, a
compartment may at certain times hold relatively few investments. A compartment could be subject to significant
losses if it holds a large position in a particular investment that declines in value or is otherwise adversely affected,
including default of the issuer.
There can be no guarantee that the investment objectives of the Fund will be met.
The past performance of assets managed by the compartments are not necessarily guides to the future
performance of these compartments nor to any particular other compartment.
All investments involve risks and there can be no guarantee against loss resulting from an investment in any
Units, nor can there be any guarantee that a compartment’s investment objectives will be attained in respect of its
overall performance. Investors should therefore ensure (prior to any investment being made) that they are
satisfied with the risk profile of the overall objectives disclosed in the Appendix to this Prospectus.
In addition to the opportunities for price gains and earnings, investment in securities also involves risks because
the prices could fall below the purchase price paid. Factors affecting the value of securities in some markets and
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under certain situations cannot easily be determined and the value of such investments may decline or be
reduced to zero.
The Fund employs a risk management process that enables it to monitor and measure at any time the risk of the
positions and their contribution to the overall risk profile of each compartment. The Fund will also employ, if
applicable, a process for accurate and independent assessment of the value of any OTC derivative instruments.
Further information is set out under the Appendix to this Prospectus for each relevant compartment.
Regulatory risks
The Fund is domiciled in Luxembourg and investors should note that all the regulatory protections provided by
their local regulatory authorities may not apply. Investors should consult their financial or other professional
adviser for further information in this area.
Taxation
Any change in the Fund’s tax status or in taxation legislation could affect the value of the investments held by and
the performance of the Fund. Representations in this Prospectus concerning the taxation of investors in Units are
based upon current tax law and practice which is subject to change.
A compartment may from time to time purchase investments that will subject the Fund to withholding taxes or
exchange controls in various jurisdictions. In the event that withholding taxes or exchange controls are imposed
with respect to any of the Fund’s investments, the effect generally reduces the income or proceeds received by
the Fund on its investments.
Risk reduction and risk avoidance measures
The portfolio managers use modern methods of analysis to optimise the opportunity/risk ratio of an investment in
securities. Through shifting and temporarily higher cash balances, the portion of the Fund not invested in
securities serves the objectives of the investment policy in that it reduces the effect of possible price falls in
securities investments. Nevertheless, no assurance can be given that the objectives of the investment policy will
be reached.
Conflicts of interest
The portfolio managers, the investment advisor(s), the Distributors, the Management Company, the Administrator,
the Registrar and Transfer Agent, the Domiciliary and Corporate Agent and the Depositary and their respective
affiliates, officers, directors and shareholders, employees and agents (collectively the ‘Parties’) are or may be
involved in other financial, investment and professional activities which may on occasion cause a conflict of
interest with the management of the Fund and/or their respective roles with respect to the Fund. These activities
may include managing or advising other funds, including other underlying funds, purchases and sales of
securities, investment management services, brokerage services, valuation of unlisted securities (in
circumstances in which fees may increase as the value of assets increases) and serving as directors, officers,
advisers or agents of other funds or companies, including funds or companies in which the Fund may invest.
In particular, the portfolio managers may be involved in advising or managing other investment funds, including
other underlying funds, which have similar or overlapping investment objectives to or with the Fund or
compartments. Each of the parties will use its reasonable endeavours to ensure that the performance of their
respective duties will not be impaired by any such involvement they may have and that any conflicts which may
arise will be resolved fairly and in the best interests of Unitholders. The portfolio managers will endeavour to
ensure a fair allocation of investments among each of their clients. Further details of the Management Company’s
conflicts of interest policy are available on request.
Suspension of Unit dealings
Investors are reminded that in certain circumstances their right to redeem Units may be limited as further
described in the Appendix to this Prospectus.
Fees and expenses
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Particular attention should be paid to the level of fees and expenses charged as their proportionate effect may be
determined by compartment size.
Performance Fee risk
The existence of a performance fee on a particular compartment has the benefit that it aligns the portfolio
managers’ interests more with that of the Unitholders. However, because part of the portfolio managers’
remuneration is calculated by reference to the performance of the relevant compartment, there is the possibility
that the portfolio managers will be tempted to make investments that are riskier and more speculative than if the
remuneration was linked purely to the size of that compartment.
Risk of no equalisation for Performance Fee
The method of calculating any performance fee may give rise to the risk that a Unitholder redeeming Units may
still incur a performance fee in respect of those Units, even though a loss in investment capital has been suffered
by the redeeming Unitholder.
Segregation of assets and liabilities between classes
The Fund is composed of the different compartments listed in the Appendix to this Prospectus, each compartment
corresponding to a distinct part of the assets and liabilities of the Fund. Whilst each compartment may segregate
the assets and liabilities attributable to each class it maintains in its books and records, any third party creditor will
be a creditor of the relevant compartment. For example, if a particular compartment defaults under any liability
owed to one or more third parties where the relevant liability is attributable to a particular class, such third party or
third parties will have recourse to all the assets of the relevant compartment (i.e. the assets attributable to all
classes, and not just the assets of the class to which the relevant liability is attributable in the books and records of
the compartment) to satisfy such liability or liabilities.
Early termination of a compartment
The Management Company may terminate a compartment. In the event of early termination, the compartment
concerned would have to distribute to the Unitholders their pro rata interest in the assets of that compartment. It is
possible that at the time of such sale or distribution, certain investments held by such compartment concerned
may be worth less than the initial cost of such investments, thereby resulting in a substantial loss to the
Unitholders concerned.
Risk related to FATCA
The withholding tax regime of FATCA became effective in phases since 1 July 2014. Although the Fund will
attempt to satisfy any obligations imposed on it to avoid the imposition of the FATCA withholding tax, no
assurance can be given that the Fund will be able to satisfy these obligations. If the Fund becomes subject to a
withholding tax as a result of the FATCA regime, the value of the Units held by the Unitholders concerned may be
adversely impacted to a significant extent.
Risk related to Common Reporting Standard
For exchange of information purpose, Unitholders are informed that their personal and account information (the
Information as described in the Common Reporting Section) may be reported to the relevant tax authorities.
Any Unitholder that fails to comply with the Fund’s Information or documentation requests may be held liable for
penalties imposed on the Fund and attributable to such Unitholders’ failure to provide the Information or subject to
disclosure of the Information by the Fund to the LTA In addition, as the case may be, the Fund may redeem Units
held such Unitholders.
Specific risks
The below risk factors may apply to the compartments in the context of their specific terms and investment
policies and strategies.
Financial derivative instruments risks
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A compartment may invest in financial derivative instruments, comprising options, futures, index futures and
currency forward contracts for investment, hedging and efficient portfolio management. Furthermore, the
compartments may invest in underlying funds which use financial derivative instruments extensively or primarily
for investment purposes.
The risks associated with using financial derivative instruments (whether for hedging, efficient portfolio
management and investment purposes) are set out in the paragraphs titled “Risks Related to Investments in
Equity Related Securities”, “Options”, “Financial Futures Contracts”, “Swaps”, “Portfolio swaps and Participation
Notes” and “Possible Losses in Securities Option Transactions, Financial Futures Contracts, Option Transactions
on Financial Futures Contracts and Securities Index Options” below.
Investment funds using financial derivative instruments for investment purposes are generally associated with
greater risk than funds which use financial derivative instruments only for efficient portfolio management or
hedging purposes. These significant additional risks include, for example, market counterparty risk, leverage risk,
liquidity risk and operational risk. Losses incurred as a consequence of the use of financial derivative instruments
for investment purposes may be substantial and could lead to total capital loss for investors in the compartment(s)
concerned. There is a risk of total / significant loss resulting from the use of financial derivative instruments for
investment purposes.
Where a compartment enters into OTC derivative contracts, it will be exposed to the risk that the counterparty may
default on its obligations to perform under the relevant contract. Further, there is risk with such investments, that
the more bespoke they become and the more complex they become the harder it is to unwind the positions at
market prices.
Basis risk is the risk of loss due to a divergence in the difference between two rates or prices. There will be
occasions where a compartment will use financial derivative instruments to hedge out existing market exposure to
a particular basket of stocks. Although the underlying constituents of the financial derivative instrument used may
be similar to the basket of stocks being hedged against, it is likely that there will be differences in the composition.
The hedging arrangement may therefore not fully offset the price change in the basket of stocks being hedged
against.
There is also a risk that the portfolio managers will have insufficient cash in a compartment to meet the margin
calls necessary to sustain its position in a derivative contract in which case the counterparty will require the
investor to place a margin payment with them at the outset of the contract, and this margin payment will be subject
to additional top-ups if and when the market moves against the investor. In such circumstances the portfolio
managers will either have to close out the position, thus realising a loss, or dispose of other assets in such
compartment to raise the required margin call, thus potentially adversely affecting the investment composition of
such compartment.
Risks related to investments in equities (including ordinary and preference shares)
Experience has shown that equities and securities of a share-like character are subject to strong price
fluctuations. That is why they offer the possibility of considerable price gains, but also involve increased risks. For
example, the prices of equities and securities of a share-like character are influenced above all by the profits or
otherwise of individual enterprises and sectors as well as macro-economic developments and political
perspectives which determine the expectations of the securities markets and thus the movement of prices. All
factors affecting the value of securities in some markets and under certain situations cannot easily be determined
and the value of such investments may decline or be reduced to zero.

Risks related to investments in fixed-interest securities (including convertible debt securities)
Price changes in fixed-interest securities are influenced predominantly by interest rate developments in the capital
markets, which in turn are influenced by macro-economic factors. Fixed-interest securities could suffer when
capital market interest rates rise, while they could increase in value when capital market interest rates fall. The
price changes also depend on the term or residual time to maturity of the fixed-interest securities. In general,
fixed-interest securities with shorter terms have less price risks than fixed-interest securities with longer terms.
However, they generally have lower returns and, because of the more frequent due dates of the securities
portfolios, involve higher re-investment costs.
Risks related to investments in warrants

24

RAINBOW FUND

In addition to the above risks involved with securities and exchange rate changes, warrants carry the risk, but also
the opportunity, of what is known as leverage. This leverage is produced, for example, with call warrants through
the lower capital investment when the warrants are purchased compared with a direct purchase of the underlying
assets. The same applies for put warrants. The greater the leverage, the greater the change of price of the
warrant in the event of a change in the prices of the underlying assets (in comparison to the subscription price set
forth in the option conditions). The opportunities and risks of warrants increase as the leverage increases. Since
warrants are generally issued only for a limited term, it cannot be ruled out that they will be valueless at the date of
maturity if the price of the underlying assets falls below the subscription price fixed when the call warrants were
issued or exceeds the subscription price fixed when the put warrants were issued.
Risks related to investments in fixed-interest securities without regular interest payments and zero bonds
Particular attention must be paid to observing the credit worthiness and assessing the issuer of interest-bearing
securities without regular interest payments and zero bonds. In times of climbing capital market interest rates, it
may be difficult to trade in such bonds, particularly because of their comparatively long term and the absence of
continual interest payments.
Risks related to investments in equity related securities
In accordance with the investment policies and restrictions of the Fund, certain compartments may invest in equity
related securities, including but not limited to financial derivative instruments, options, swaps, futures and forward
contracts, warrants, convertible bonds and preference shares. Equity related securities may not be listed and are
subject to the terms and conditions imposed by their issuers. There may be no active market in equity related
securities and therefore investments in equity related securities can be illiquid. In order to meet redemption
requests, the Fund relies upon the issuers of the equity related securities to quote a price to unwind any part of
the equity related securities that will reflect the market liquidity conditions and the size of the transaction. There is
a risk that the issuers of equity related securities will not settle a transaction due to a credit or liquidity problem
and the relevant compartments may suffer a loss (including a total loss). Investments in equity related securities
do not entitle the investors to the beneficial interest in the underlying securities nor to make any claim against the
company issuing the securities. Fluctuations in the exchange rate between the denomination currency of the
underlying shares and the equity related securities will affect the value of the equity related securities, the
redemption amount and the distribution amount on the equity related securities.
Risks related to the use of financial derivative instruments for hedging / efficient portfolio management
purposes
In adverse circumstances, the Fund’s use of financial derivative instruments may become ineffective in hedging /
efficient portfolio management and the Fund may suffer significant losses in relation to use of financial derivative
instruments.
Risks related to investments in bonds
Comparatively, the bond market has been less vulnerable to price swings or volatility than other investment
products as most bonds pay investors a fixed rate of interest income that is also backed by a promise from the
issuer. Apart from the general investment risks, there are also risks which arise from investing in bonds and these
include the interest rate risk (bond prices usually fall when the interest rate rises); inflation risk (this usually
reduces the purchasing power of a bond) and market risk (the risk that the bond market as a whole would
decline).

Depositary receipts
Investment into a given country may be made via direct investments into that market or by depositary receipts
traded on other international exchanges in order to benefit from increased liquidity in a particular security and
other advantages. A depositary receipt admitted to the official listing on a stock exchange may be deemed an
eligible transferable security regardless of the eligibility of the market in which the security to which it relates
normally trades.
Credit and counterparty risks
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Even when the securities to be acquired are selected carefully, the credit risk, i.e. the risk of loss through the
inability of issuers to pay (issuer risk), cannot be excluded. The value of a compartment may be adversely affected
if any of the institutions with whom the assets of the compartment are invested or deposited suffers insolvency or
other financial difficulties. Such deposits may include margin payments to derivative counterparties and cash held
on deposit at bank.
The compartments may invest in financial derivative instruments, comprising options, futures, index futures and
currency forward contracts for hedging and efficient portfolio management, as more fully described in the
investment policy of each compartment. There is a risk that the use of such instruments will not achieve the goals
aimed at. Also, the use of swaps and other derivative contracts entered into by private agreements may create a
counterparty risk for the compartment concerned.
In certain circumstances, there may be a credit risk with regard to parties with whom a compartment trades and a
compartment may also bear the risk of settlement default. These risks may differ materially from those entailed in
exchange-traded transactions which generally are backed by clearing organisation guarantees, daily mark-tomarket and settlement, and segregation and minimum capital requirements applicable to intermediaries. It may
not always be possible for the securities and other assets deposited with depositaries or brokers to be clearly
identified as being assets of a compartment and such compartment may be exposed to a credit risk in those
situations. In addition, there may be practical or time problems associated with enforcing a compartment’s rights to
its assets in the case of an insolvency of any such party. In such circumstances it is possible that a compartment
will not be able to recover any debt in full, or at all.
These risks are mitigated by the fact that the counterparties must be institutions subject to prudential supervision
and that the counterparty risk on a single entity must be limited in accordance with the investment restrictions. The
secondary market price of such financial derivative instruments will vary in accordance with the market’s
perception of the credit worthiness of the issuer.
In the event of failure of the counterparty the Fund may only rank as an unsecured creditor in respect of sums due
from the issuer or broker in question, meaning that the Fund may be unable to recover part or all of the assets
exposed to that counterparty and any such recovery may be significantly delayed. Such delay or loss would be to
the detriment of the net asset value of Units in the relevant compartment.
Additionally, some compartments may be exposed to the risk that one or more of the issuers of debt securities in
the compartment portfolio may default in paying principal or interest. Portion of the obligations and preferred stock
in which the compartment invests may be less than investment grade. As a result, the compartment may lose part
of their investment in any particular instance. Lower rated and unrated securities in which the compartment may
invest have large uncertainties or major risk exposures to adverse conditions.
Liquidity risk
A compartment’s ability to invest in and to liquidate its assets may, from time to time, be restricted by the liquidity
of the market for those assets. Regulated markets may undergo temporary or prolonged closures and may impose
a suspension or limitation on trading in a security traded on the relevant exchange or market.
In addition, certain listed transferable securities and money market instruments, particularly securities and money
market instruments of smaller capitalised issuers, may from time to time lack an active secondary market and may
be subject to more abrupt or erratic price movements than transferable securities or money market instruments of
larger, more established companies or stock market averages in general. These difficulties may be exacerbated
during periods of extreme market volatility.
Furthermore, redemptions by Unitholders could require the liquidation of securities positions more rapidly than
would otherwise be desirable, which could adversely affect the value of the Units of both the redeeming
Unitholders and the remaining Unitholders. For example, such redemptions could require liquidations of the
positions in a short time frame, which could reduce the value of certain of a compartment's investments, satisfy
the available demand in the market, thus impairing the ability of such compartment to liquidate its investments or
in certain instances force such compartment to liquidate positions at a time other than when a compartment would
elect to do so.
Sector and/or geographical concentration
Compartments which specialise in investing in a particular market sector or geographical region are likely to be
more volatile than funds with a broader range of investments. This risk is greater in relation to investment in
emerging market countries which may experience political and economic changes.
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Options
Options are associated with particular risks which can differ in importance, depending on the position taken:
•
The purchase price of a call or put option is lost on the date of maturity.
•
If a call option is sold, there is a risk that a compartment will no longer be able to participate in especially
strong appreciation of the asset. If put options are sold, there is a risk that such a compartment will be obligated to
acquire assets at the exercise price, even though the market value of these assets is significantly lower.
•
The value of a compartment can be more strongly influenced through the leveraging of options than would be
the case if assets were acquired directly.
Financial futures contracts
Financial futures contracts are associated with considerable opportunities as well as risks, because only a fraction
of the relevant contract size (initial deposit) must be paid immediately. If the expectations of the portfolio
managers are not fulfilled, the difference between the price at the time of conclusion and the market price must be
borne by the relevant compartment by no later than the due date of the transaction. The amount of the possible
loss is thus not known in advance and may exceed any collateral provided.
Total return swaps, portfolio swaps and credit default swaps
Swaps involve a particular contracting party risk in that the contracting party may be unable to meet its payment
obligations, or may do so only partially or late. Swaps also involve a market risk arising from fluctuations in
exchange rates and interest rates.
In the case of swaps which convert into foreign currency, there are also exchange rate opportunities and risks.
Moreover, these swaps are subject to what is called a transfer risk, something which also exists with other swaps
involving cross-border transactions.
Credit default swaps may trade differently from the funded securities of the reference entity. In adverse market
conditions, the basis (difference between the spread on bonds and the spread on credit default swaps) can be
significantly more volatile than funded securities.
Participation notes
Participation notes involve a particular contracting party risk in that the contracting party may be unable to meet its
payment obligations, or may do so only partially or late. They also involve a market risk arising from fluctuations in
exchange rates and interest rates.
In the case of participation notes which convert into foreign currency, there are also exchange rate opportunities
and risks. Moreover, these participation notes are subject to what is called a transfer risk, something which also
exists with other participation notes involving cross-border transactions.
Possible losses in securities option transactions, financial futures contracts, option transactions on
financial futures contracts and securities index options
Securities option dealings, financial futures contracts and option dealings on financial futures contracts and
securities index options (option rights and warrants) are all forward exchange transactions.
However, since the possible profits arising from such transactions must be set against high possible losses, the
investor must realise that:
•
the time-limited rights acquired from forward exchange transactions can collapse or suffer a reduction in
value;
•
the amount of the possible loss is not known in advance and can exceed any collateral provided;
•
it may not be possible, or may only be possible at a loss, to effect dealings through which the risks from
forward exchange transactions which have been effected are to be excluded or limited; and
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•
in addition to the above risks, the exercising of two linked forward exchange transactions involves additional
risks which depend on the financial futures contracts/securities index options thus created and may result in a loss
far above the original investment in the price paid for the option right or warrant.
Currency exposure and passive currency hedging
Each class of each compartment will have its own class currency and each compartment will have its own
reference currency. The Units of each class will be issued and redeemed by reference to the class currency
concerned. The assets of each compartment may, however, be invested in securities and other investments that
are not denominated in its class currency and/or reference currency. Accordingly, the value of such assets may be
affected favourably or unfavourably by fluctuations in currency rates and therefore each compartment will
necessarily be subject to foreign exchange risks relative to its class currency and/or reference currency.
In particular, an investor who acquires Units of a compartment will be subject to foreign exchange risk in respect
of those assets of such compartment which are denominated in any currency other than the reference currency of
accounting in such compartment (irrespective of whether the currency of investment was also the class currency
and/or reference currency).
An investor whose assets and liabilities are predominantly in another currency should take into account the
potential risk of loss (or gain) arising from fluctuations in value between the currency denomination of the assets of
a compartment in which such investor invests and such investor’s own currency of investment.
An investor who subscribes for Units, or requests that redemption payments be made, in a currency other than the
relevant class currency and/or reference currency of the relevant compartment should also take into account the
potential risk of loss arising from fluctuations in value between the relevant class currency and/or reference
currency and the currency that such investor used to subscribe for Units or the currency in which such investor
requests that redemption payments be made.
Passive currency hedging strategies may be used by the portfolio managers, at their sole discretion, to seek to
reduce the impact of adverse movements between the class currency and/or reference currency of a compartment
and the currencies of the assets in which a compartment is invested. This may involve the use of foreign
exchange transactions and/or currency derivatives. However, there is no guarantee that any hedging techniques
will be employed or, if employed, that they will be effective in managing the currency exposures to which a
compartment may be subject.
Each class will be responsible for any currency hedging costs applicable to the assets attributable to it.
Exchange rate hedging transactions
Exchange rate hedging transactions serve to reduce exchange rate risks. As these hedging transactions only
protect a compartment to a limited extent to one part of the exchange rate losses, it cannot be ruled out that
exchange rate fluctuations can have a negative impact on the performance of such compartment.
Future exchange transactions
The costs and possible losses arising in future exchange transactions through the purchase of the corresponding
option rights and warrants reduce the operating profit of the Fund. In this respect the notes regarding securities
option transactions and financial futures contracts also apply here.
Risks related to investments in emerging and less developed markets
In emerging and less developed markets, the legal, judicial and regulatory infrastructure is still developing but
there is much legal uncertainty both for local market participants and their overseas counterparts. Therefore,
investing in these markets involves certain risks and special considerations not typically associated with
investment in major western jurisdictions. Some markets may carry higher risks for investors who should therefore
ensure that, before investing, they understand the risks involved and are satisfied that an investment is suitable as
part of their portfolio. Investments in emerging and less developed markets should be made only by sophisticated
investors or professionals, such as the portfolio managers, who have independent knowledge of the relevant
markets, are able to consider and weigh the various risks presented by such investments, and have the financial
resources necessary to bear the substantial risk of loss of investment in such investments.
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In general, the securities markets in the emerging and less developed markets are less developed than the major
western securities markets. There is less state regulation and supervision of these securities markets, and less
reliable information available to brokers and investors than in the major western markets and consequently less
investor protection. Their accounting, auditing and financial reporting standards and requirements in those
markets are in many respects less stringent and less consistent than those applicable in many major western
countries. Corporate legislation in the emerging and less developed markets regarding the fiduciary responsibility
of directors and officers and protection of Unitholders is significantly less developed than in the major western
jurisdictions and may impose inconsistent or even contradictory requirements on companies. In addition, less
information is available to investors investing in securities of companies in those markets and the historic
information which is available is not necessarily comparable or relevant to many major western countries.
Examples of economies that can be considered to be emerging market economies include, without limitation,
countries in Asia, Latin America, the Middle East, southern and eastern Europe, the region formerly known as the
USSR, and Africa. These include, again without limitation: Brazil, Chile, China, Colombia, Czech Republic, Egypt,
Hungary, India, Indonesia, Korea, Malaysia, Mexico, Morocco, Peru, Philippines, Poland, Russia, South Africa,
Taiwan, Thailand, Turkey, Sri Lanka and Pakistan.
Political and economic risk factors of emerging markets
There is in some emerging market countries, in which certain compartments may invest, a higher than usual risk
of nationalisation, expropriation or confiscatory taxation, any of which might have an adverse effect on the value of
investments in those countries. Emerging market countries may also be subject to higher than usual risks of
political changes, government regulation, social instability or diplomatic developments (including war) which could
adversely affect the economies of the relevant countries and thus the value of investments in those countries.
The economics of many emerging market countries can be heavily dependent on international trade and,
accordingly, have been and may continue to be adversely affected by trade barriers, managed adjustments on
relative currency values and other protectionist measures imposed or negotiated by the countries with which they
trade and international economic developments generally.
Foreign investment restrictions
There are, in certain of the countries in which investments of certain compartments are proposed, restrictions on
investment by foreign investors. In addition, the ability of foreign investors, such as the Fund, to participate in
privatisations in certain foreign countries may be limited by local law, or the terms on which the Fund may be
permitted to participate may be less advantageous than those for local investors. These factors and any
restrictions introduced in the future could limit the availability to the Fund of attractive investment opportunities.
Settlement and custodial risk
Settlement and safe custody of securities in certain emerging countries involve certain risks and considerations
which do not normally apply when settling transactions and providing safe custody services in more developed
countries. The Depositary will not have absolute liability for the acts, omissions or creditworthiness of local agents,
depositaries, registrars or brokers involved in the safekeeping or the settlement of the assets of the Fund.
Small and midsize companies risk
While smaller and midsize companies may offer substantial opportunities for capital growth, they also involve
substantial risks and should be considered speculative. Historically, smaller and midsize company securities have
been more volatile in price and less liquid than larger company securities, especially over the short term.
In addition, smaller and midsize companies may lack depth of management, be unable to generate funds
necessary for growth or development, have limited product lines or be developing or marketing new products or
services for which markets are not yet established and may never become established. Smaller and midsize
companies may be particularly affected by interest rate increases, as they may find it more difficult to borrow
money to continue or expand operations, or may have difficulty in repaying any loans which are floating rate.
These risks are typically increased for securities issued by smaller companies registered or performing a
significant part of their activities in developing countries and emerging markets such as certain Asian markets,
especially as the liquidity of securities issued by companies in such markets may be substantially smaller than
with comparable securities in more developed countries.
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Risks related to investments in underlying funds
The portfolio managers may not always be provided with detailed information regarding all of the investments
made by underlying funds because certain of this information may be considered proprietary information by the
managers of those underlying funds. This potential lack of access to information may make it more difficult for the
portfolio managers to select, allocate among and evaluate individual fund managers.
Despite the due diligence procedures which will be used to select and monitor the individual underlying funds in
which the assets of the compartments will be invested, there can be no assurance that past performance
information in relation thereto will be indicative of how such investments will perform (either in terms of profitability
or correlation) in the future.
Although the portfolio managers will seek to monitor the investments and trading activities of the underlying funds
in which a compartment has invested, investment decisions will normally be made independently at the level of
such underlying funds and it is possible that some managers will take positions in the same security or in issues of
the same industry or country at the same time. Consequently, the possibility also exists that one underlying fund
may purchase an instrument at about the same time as another underlying fund decides to sell it. There can be no
guarantee that the selection of the managers will actually result in a diversification of investment styles and that
the positions taken by the underlying funds will always be consistent.
Potential investors must be aware that underlying funds will be subject to management fees and other expenses.
As a result, investors may suffer management fees and expenses incurred both at the level of the Fund and the
underlying funds in which the compartment invests. There may also be a duplication of subscription and/or
redemption fees.
Risks related to investments in convertible securities
Convertible bonds are corporate bonds with an option that allows an investor to convert the bond into shares at a
given price at specified times during the life of the convertible bond. This exposure to equity movements can lead
to more volatility than could be expected from a comparable conventional corporate bond.
Investments in convertible bonds are subject to the same interest rate, credit and prepayment risks associated
with comparable conventional corporate bonds. Price changes in fixed-interest securities are influenced
significantly by interest rate developments in the capital markets, which in turn are influenced by macro-economic
factors. The values of convertible securities also may be affected by changes in the credit rating, liquidity or
financial condition of the issuer. A compartment may also be exposed to the credit and insolvency risks of the
issuers of the securities.
Risks related to investments in commodities (including commodities indices)
Commodities, to which some of the compartments may be exposed, are assets that have tangible properties, such
as oil, metals, and agricultural products. An exposure to commodities may not be suitable for all investors.
Commodities and commodity-linked securities and derivatives may be subject to heightened risks and may be
affected by overall market movements, changes in interest rates, and other factors such as weather, disease,
embargoes, and international economic, regulatory and political developments, as well as the trading activity of
speculators and arbitrageurs in the underlying. The commodity markets (including the markets for commoditylinked securities and derivatives) may be subject to a degree of volatility that may prove higher than in equity or
bond markets due to their sensitivity to the development of commodity prices and their substantial exposure to
emerging markets.
Risks related to investments in securities subject to Rule 144A
All compartments may invest in securities subject to the so-called Rule 144A. Rule 144A provides a safe harbour
exemption from the registration requirements of the Securities Act of 1933 for resale of restricted securities to
qualified institutional buyers, as defined in the rule. The advantage for Investors may be higher returns due to lower
administration charges. However, dissemination of secondary market transactions in rule 144A securities is
restricted and only available to qualified institutional buyers. This might increase the volatility of the security prices
and decrease the liquidity of a particular rule 144A security.

30

RAINBOW FUND

Miscellaneous
The Board of Directors of the Management Company may adapt the investment policy of each compartment
according to political, economic, financial and monetary circumstances.
The Fund's assets value will fluctuate according to market conditions and there can be no assurance that the
Management Company will be able to achieve the Fund’s investment objective and that the amounts invested can
be returned to the investor upon redemption of the Units.
All these risks are correctly identified, monitored and mitigated according to CSSF’s Circulars 11/512 and 13/559.

6 - MANAGEMENT OF THE
FUND
Management
Andbank Asset Management Luxembourg, a company incorporated as a société anonyme and duly existing
under the laws of the Grand Duchy of Luxembourg, having its registered office at 4, rue Jean Monnet, L2180 Luxembourg (the “Management Company”) is the management company to the Fund in accordance
with the provisions of the Law.
The Management Company is organized under chapter 15 of the Law. Its share capital amounts to EUR
3,000,000.- and its shares are fully owned by Andbank Luxembourg.
The Management Company was incorporated on 13 July 2009 for an unlimited period of time. The latest
restated Articles of Incorporation as at 30 July 2014 have been lodged with the Registry of the District Court
and a publication of such deposit has been made in the Mémorial n° 2851 of 10 October 2014. This
document may be inspected on the Registry of the District Court of Luxembourg website at www.rcsl.lu.
The Board of Directors of the Management Company is responsible for the management of the Fund. The
Board of Directors of the Management Company may entrust administrative, advisory and management
functions to one or more persons or bodies.
The Management Company is also in charge of the distribution of the Fund. In that respect it acts as Global
Distributor of the Fund and shall conclude agreements with sub-distributors in the different jurisdictions in
which Units may be distributed.
The Management Company has established a remuneration policy for those categories of staff,
including senior management, risk takers, control functions, and any employees receiving total
remuneration that takes them into the same remuneration bracket as senior management and risk
takers and whose professional activities have a material impact on the risk profiles of the
Management Company or the Fund, that are consistent with and promote sound and effective risk
management and do not encourage risk-taking which is inconsistent with the risk profiles or the
Fund's Management Regulations.
The remuneration policy is in line with the business strategy, objectives, values and interests of the
Management Company and the Fund and of its unitholders, and includes measures to avoid
conflicts of interest.
Structure of remuneration packages:
It is stated in the remuneration policy that the remuneration packages of the Management Company
are structured around a fixed component and a variable component. The fixed remuneration
components are normally granted to all employees of the Management Company with a permanent
contract.
The variable remuneration is granted on the basis of the results of the performance assessment
process. It shall be based on relevant, pre-determined and measurable criteria linked to the
Management Company’s corporate values, business strategy goals, long-term interests of its
unitholders and clients, and risk management.
The remuneration policy provides that an assessment of the results of the Management Company
shall be conducted using a multi-year perspective in order to ensure that the assessment process is
based on longer term performance.
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The variable remuneration is determined on the basis of a combination of the assessment of the
performance of the individual and of the business unit or funds concerned and of the overall results
of the Management Company through both financial and non-financial criteria, enabling the
alignment of the employees’ interests with the Management Company and the funds it manages.
The Management Company shall not offer guaranteed Variable Remuneration.
The Management Company has to maintain a sound financial situation and has to take into
consideration any negative financial result and performance of the Management Company and/or
the Funds.
Balanced between fixed and variable remuneration:
The remuneration policy also ensures that fixed and variable components of total remuneration are
appropriately balanced and the fixed component represents a sufficiently high proportion of the total
remuneration to allow the operation of a fully flexible policy on variable remuneration components,
including the possibility to pay no variable remuneration component.
Performance assessment:
The Management Company assesses the performance of all of its employees once a year.
Each employee shall be informed of the individual criteria that govern his/her Remuneration and how
his/her performance is assessed.
Proportionality principle:
This remuneration policy takes into account the principle of proportionality, which allows procedures,
mechanisms and organizational structure to be calibrated to the nature, scale and complexity of the
Management Company’s business and to the nature and range of activities carried out in the course
of its business.
The application of the principle of proportionality is motivated by the size, the internal organization
and the nature, scope and complexity of the activities of the Management Company.
In this context, as defined in the ESMA Guidelines, the Management Company decided not to apply
the following requirements:
Requirement to pay out a part of the variable remuneration in instruments and, de
facto, the related instrument retention obligations;
Requirement to pay out a part of the variable remuneration through a deferral scheme
and, de facto, the related ex-post risk adjustment obligations (malus);
Requirement to set up a Remuneration Committee
However, for the purpose of closely monitoring matters linked to remuneration practices, the
Management Company has established a Nomination & Remuneration Committee.
Nomination and Remuneration Committee:
The role of the Nomination & Remuneration & Committee, as a specialized committee of the Board
of the Management Company, is to assist and advise the Board of the Management Company in all
analyses and decisions related to nomination and remuneration.
The Nomination and Remuneration Committee is constituted in a way that enables it to exercise
competent and independent judgment on the remuneration policies and practices and the incentives
created for managing risks.
Thus, the members of the Nomination and Remuneration Committee is composed of members of
the Board of Directors of the Management Company who do not perform any executive functions in
the Management Company and one representative of the Group to ensure a consistent approach
within the Group.
Disclosure in the Annual Report:
Information relating to the remuneration policy shall be available in the Annual Report of the
Management Company, as well as the Annual Report of the Fund.
The up-to-date remuneration policy of the Management company, including, but not limited to, a
description of how remuneration and benefits are calculated, the identity of persons responsible for
awarding the remuneration and benefits, including the composition of the remuneration committee,
are available at www.andbank.lu and a paper copy will be made available free of charge upon
request at the Management Company’s registered office.

Investment Advisor
th

Under an agreement dated March 24 , 2016 (the “Investment Advisory Agreement”), which is made for an
undetermined period of time and terminable by either party giving to the other not less than three months
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prior notice, ALTERAREA EAFI, SL acts as investment advisor (the “Investment Advisor”) to the
Management Company for the Fund.
The Investment Advisor will keep the investments of the compartments under constant review and address
recommendations to the Management Company in connection with the investment and reinvestment of the
compartments’ portfolio.

The remuneration of the Investment Advisor shall be paid by the Management Company out of the
investment management fee as disclosed in Appendix I to this Prospectus.
The Management Company may terminate the Investment Advisory Agreement with immediate effect when
this is in the interest of the Unitholders of the Fund.

Depositary and Paying Agent
st

The Management Company has, on behalf of the Fund, by an agreement dated October 1 , 2017
(the "Depositary Agreement"), appointed KBL European Private Bankers S.A. as Depositary of the
assets of the Fund.
The Depositary is a bank organised as a société anonyme under the laws of the Grand Duchy of
Luxembourg for an unlimited duration. Its registered office is at 43, Boulevard Royal, L-2955
Luxembourg. At 31 December 2016, its capital and reserves amounted at EUR 1,330,318,462.10.
As Depositary, KBL European Private Bankers S.A. will carry out its functions and responsibilities in
accordance with the provisions of the Law. The Depositary will, in accordance with the Law:
(a)
ensure that the sale, issue, repurchase, redemption and cancellation of units of the
Fund are carried out in accordance with the applicable Luxembourg law and the Management
Regulations;
(b)
ensure that the value of the units of the Fund is calculated in accordance with the
applicable Luxembourg law and the Management Regulations;
(c)
carry out the instructions of the Fund, unless they conflict with the applicable
Luxembourg law, or with the Management Regulations;
(d)
ensure that in transactions involving the assets of the Fund any consideration is
remitted to the Fund within the usual time limits;
(e)
ensure that the income of the Fund is applied in accordance with the applicable
Luxembourg law and the Management Regulations.
The Depositary shall ensure that the cash flows of the Fund are properly monitored, and, in
particular, that all payments made by, or on behalf of, investors upon the subscription of units of the
Fund have been received, and that all cash of the Fund has been booked in cash accounts that are:
(a)
opened in the name of the Fund or of the Depositary acting on behalf of the Fund;
(b)
opened at an entity referred to in points (a), (b) and (c) of Article 18(1) of Commission
Directive 2006/73/EC of 10 August 2006 implementing the Directive 2004/39/EC of the European
Parliament and of the Council as regards organisational requirements and operating conditions for
investment firms and defined terms for the purposes of that Directive (the Directive 2006/73/EC);
and
(c)
maintained in accordance with the principles set out in Article 16 of Directive
2006/73/EC.
The assets of the Fund shall be entrusted to the Depositary for safekeeping as follows:
(a)
for financial instruments that may be held in custody, the Depositary shall:
(i)
hold in custody all financial instruments that may be registered in a financial
instruments account opened in the Depositary's books and all financial instruments that can be
physically delivered to the Depositary;
(ii)
ensure that all financial instruments that can be registered in a financial instruments
account opened in the Depositary's books are registered in the Depositary's books within segregated
accounts in accordance with the principles set out in Article 16 of Directive 2006/73/EC, opened in
the name of the Fund, so that they can be clearly identified as belonging to the Fund in accordance
with the applicable law at all times;
(b)
for other assets, the Depositary shall:
(i)
verify the ownership by the Fund of such assets by assessing whether the Fund holds
the ownership based on information or documents provided by the Fund and, where available, on
external evidence;
(ii)
maintain a record of those assets for which it is satisfied that the Fund holds the
ownership and keep that record up to date.
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The assets held in custody by the Depositary may not be reused unless specific circumstances, as
provided for in the Law.
In order to effectively conduct its duties, the Depositary may delegate to third parties the functions
referred to in the above paragraph, provided that the conditions set out in the Law are fulfilled. When
selecting and appointing a delegate, the Depositary shall exercise all due skill, care and diligence as
required by the Law and with the relevant CSSF regulations, to ensure that it entrusts the Fund's
assets only to a delegate who may provide an adequate standard of protection.
The list of such delegates is available on https://www.kbl.lu/en/what-we-do/institutionalclients/regulatory-affairs/ and is made available to investors free of charge upon request.
Conflicts of interests:
In carrying out its duties and obligations as depositary of the Fund, the Depositary shall act honestly,
fairly, professionally, independently and solely in the interest of the Fund and its investors.
As a multi-service bank, the Depositary may provide the Fund, directly or indirectly, through parties
related or unrelated to the Depositary, with a wide range of banking services in addition to the
depositary services.
The provision of additional banking services and/or the links between the Depositary and key service
providers to the Fund, may lead to potential conflicts of interests with the Depositary’s duties and
obligations to the Fund.
In order to identify different types of conflict of interest and the main sources of potential conflicts of
interests, the Depositary shall take into account, at the very least, situations in which the Depositary,
one of its employees or an individual associated with it is involved and any entity and employee over
which it has direct or indirect control.
The Depositary is responsible for taking all reasonable steps to avoid those conflicts of interest, or if
not possible, to mitigate them. Where, despite the aforementioned circumstances, a conflict of
interest arises at the level of the Depositary, the Depositary will at all times have regard to its duties
and obligations under the depositary agreement with the Fund and act accordingly. If, despite all
measures taken, a conflict of interest that bears the risk to significantly and adversely affect the Fund
or the investors of the Fund, may not be solved by the Depositary having regard to its duties and
obligations under the depositary agreement with the Fund, the Depositary will notify the conflicts of
interests and/or its source to the Fund which shall take appropriate action. Furthermore the
Depositary shall maintain and operate effective organizational and administrative arrangements with
a view to take all reasonable steps designed to properly (i) avoid them prejudicing the interests of its
clients, (ii) manage and resolve such conflicts according to the Fund decision and (iii) monitor them.
As the financial landscape and the organizational scheme of the Fund may evolve over time, the
nature and scope of possible conflicts of interests as well as the circumstances under which conflicts
of interests may arise at the level of the Depositary may also evolve.
In case the organizational scheme of the Fund or the scope of Depositary’s services to the Fund is
subject to a material change, such change will be submitted to the Depositary’s internal acceptance
committee for assessment and approval. The Depositary’s internal acceptance committee will
assess, among others, the impact of such change on the nature and scope of possible conflicts of
interests with the Depositary’s duties and obligations to the Fund and assess appropriate mitigation
actions.
Situations which could cause a conflict of interest have been identified as at the date of this
Prospectus as follows (in case new conflicts of interests are identified, the below list will be updated
accordingly):
Conflicts of interests between the Depositary and the sub-custodians:
sub-custodians is handled in accordance with the Law
and is functionally and hierarchically separated from possible other business relationships that
exceed the subcustody of the Fund’s financial instruments and that might bias the performance of
the Depositary’s selection and monitoring process. The risk of occurrence and the impact of conflicts
of interests is further mitigated by the fact that none of the sub-custodians used by the Depositary for
the custody of the Fund’s financial instruments is part of the KBL Group.
The Depositary has a significant unitholder stake in EFA and some members of the
staff of the Depositary are members of EFA’s board of directors.
-to-day
management of EFA which rests with EFA’s management board and staff. EFA, when performing its
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duties and tasks, operates with its own staff, according to its own procedures and rules of conduct
and under its own control framework.
The Depositary may act as depositary to other UCITS funds and may provide
additional banking services beyond the depositary services and/or act as counterparty of the Fund
for over-the-counter derivative transactions (maybe over services within KBL).
s services with objectivity and to treat all its clients
fairly, in accordance with its best execution policy.
The Depositary shall be liable to the Fund and its investors for the loss by the Depositary or a third
party with whom the custody of financial instruments are held in custody in accordance with the Law.
The Depositary shall not be liable if it can prove that the loss has arisen as a result of an external
event beyond its reasonable control, the consequences of which would have been unavoidable
despite all reasonable efforts to the contrary.
For other assets, the Depositary shall be liable only in case of negligence, intentional failure to
properly fulfil its obligations.
The Depositary shall not be liable for the contents of this Prospectus and will not be liable for any
insufficient, misleading or unfair information contained herein.
In addition, the Depositary is entitled to be reimbursed by the Fund its reasonable out-of-pocket
expenses and the fees charged to it by any correspondent bank or other agent (including any
clearing system).
The Depositary Agreement may be terminated by either party on giving to the other party a notice in
writing specifying the date of termination which will not be less than ninety (90) days after giving
such notice. The Fund will use its best efforts to appoint a new depositary and obtain the approval of
the CSSF within a reasonable time upon notice of termination, being understood that such
appointment shall happen within two months. The Depositary will continue to fulfil its obligations until
completion of the transfer of the relevant assets to another depositary appointed by the Fund and
approved by the CSSF.
Pursuant to a paying agency agreement, KBL European Private Bankers S.A. also acts as Paying
Agent. As principal paying agent KBL European Private Bankers S.A. will be responsible for
distributing income and dividends, if applicable, to the unitholders.

Administrator and Registrar and Transfer Agent
The Management Company has appointed European Fund Administration S.A. as the Fund’s administrator
(the "Administrator"). In such capacity, it will be responsible for all general administrative duties required by
Luxembourg law, and in particular for maintenance of accounting records.
The Management Company has further appointed European Fund Administration S.A. as the Fund’s
registrar (the "Registrar") and transfer agent (the "Transfer Agent") which will be responsible for handling
the processing of subscriptions for Units of the Fund, dealing with requests for redemption and conversion
of Units of the Fund and accepting transfers of funds, safekeeping the register of Unitholders of the Fund
and providing and supervising the mailing of statements, reports, notices and other documents to the
Unitholders of the Fund.
The appointment of the Administrator and Registrar and Transfer Agent was made pursuant to an
administrative agent and registrar and transfer agent agreement between the Management Company
acting as management company of the Fund and the Administrator and Registrar and Transfer Agent, for
an unlimited period of time from the date of its signature. It may be terminated at any time by either party
hereto upon three (3) months notice thereof delivered by one to the other party as further described therein

Domiciliary Agent
The Management Company acts as Domiciliary and Corporate Agent for the Management Company and in
this respect permits the Management Company of the Fund to use the Domiciliary Agent’s address at its
registered office for the duration of the Domiciliation Agreement.

Distributor
The Management Company is also in charge of the distribution of the Fund. In that respect it acts as Global
Distributor of the Fund and may decide to appoint distributors/nominees/placing agents (collectively the
“Distributors”) for the purpose of assisting in the distribution of the Units of the Fund in the countries in
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which they are marketed. Certain Distributors may not offer all of the compartments to their investors.
Investors are invited to consult their Distributors for further details.
Distribution and/or nominee agreements (the “Distribution and/or Nominee Agreements”) may be signed
from time to time between the Management Company and the different Distributors.
The Management Company may terminate any Distribution and/or Nominee Agreement with immediate
effect when this is in the interest of the Unitholders of the Fund.
In case the Management Company enters into a Nominee Agreement(s), the Nominee shall be recorded in
the Register of Unitholders and not the clients who have invested in the Fund. The terms and conditions of
the Nominee Agreements shall stipulate, amongst other things, that a client who has invested in the Fund
via a Nominee may at all times require that the Units thus subscribed be transferred to his name, as a result
of which the client shall be registered under his own name in the Register of Unitholders with effect from the
date on which the transfer instructions are received from the Nominee.
Subscribers may subscribe for Units applying directly to the Management Company without having to act
through one Distributor and/or Nominee.

7 - ISSUE OF UNITS
Units of the compartments in issue at the date of this Prospectus are described in the Appendix to this
Prospectus.
The Board of Directors of the Management Company draws the investors’ attention to the fact that any investor
will only be able to fully exercise his investor rights directly against the Fund, if the investor is registered himself
and in his own name in the unitholders’ register of the Fund. In cases where an investor invests in the Fund
through an intermediary investing into the Fund in his own name but on behalf of the investor, it may not
always be possible for the investor to exercise certain unitholder rights directly against the Fund. Investors are
advised to take advice on their rights.
At the time when the Management Company will decide to open a new compartment, this Prospectus will be
updated by amendment of the attached Appendix.
Units are issued on any Valuation Day provided that the request for subscription is received in Luxembourg
prior to 2 p.m. (Luxembourg time) on the day immediately preceding the applicable Valuation Day.
Investors may submit purchase orders for Units to the Distributors or to the Transfer Agent.
Applications received by the Distributors will be forwarded immediately to the Transfer Agent and dealt with at
the net asset value per Unit of the concerned compartment determined on the next following Valuation Day.
The Distributors will forward subscription monies to the Fund.
In respect of Units purchased directly from the Transfer Agent, applications will be dealt with at the net asset
value per Unit of the relevant compartment determined on the next following Valuation Day.
Payment for the Units issued must be received by the Depositary in Luxembourg in the currency of the
relevant class of Units at the latest two Luxembourg bank business days after the applicable Valuation Day.
The Management Company may agree to issue Units as consideration for a contribution in kind of securities,
in accordance with applicable laws and regulations and in compliance with the conditions set forth by the
Management Company, in particular the obligation to deliver a valuation report from the auditor of the Fund
which shall be available for inspection, and provided that such securities comply with the investment policy of
the relevant compartment. Any costs incurred in connection with a contribution in kind of securities shall be
borne by the relevant investors.
The most recent net asset value of the Units may be obtained by contacting the Distributors in Spain, the
Management Company or the Transfer Agent in Luxembourg at their respective addresses.
The Units are offered in registered form only.
The Management Company may, at any time at its discretion, temporarily discontinue, cease definitely or limit
the issue of Units to persons or corporate bodies resident or established in certain countries or territories. The
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Management Company may also prohibit certain persons or corporate bodies from acquiring Units if such a
measure is necessary for the protection of the Unitholders as a whole and the Fund.
In addition, the Management Company may:
a.
b.

inject at its discretion any application for Units;
redeem at any time Units held by Unitholders who are excluded from purchasing or holding Units.

Notice
In an effort to deter money laundering, the Management Company, the Distributors and the Registrar and
Transfer Agent must comply with all applicable international and Luxembourg laws and circulars regarding
the prevention of money laundering and in particular with Luxembourg law dated November 12, 2004
against money laundering and terrorism financing. To that end, the Management Company, the Distributors
and the Registrar and Transfer Agent may request information necessary to establish the identity of a
potential investor and the origin of subscription proceeds. Failure to provide documentation may result in a
delay or rejection by the Management Company of any subscription or exchange or a delay in payout of
redemption of Units of the Fund by such investor.

8 – REDEMPTION OF UNITS
Unitholders may redeem their Units on any Valuation Day provided that the request for redemption is received
in Luxembourg prior to 2 p.m. (Luxembourg time) on the day immediately preceding the applicable Valuation
Day.
Redemption may be made through the Distributors or by transmitting an irrevocable redemption order via mail,
fax or any other accepted electronic mean to the Transfer Agent.
The redemption order must include the number of Units to be redeemed and the Unitholders' name and
account number as registered with the Fund.
Applications for redemptions received by the Distributors will be forwarded immediately to the Transfer Agent
in Luxembourg and dealt with at the net asset value per Unit of the relevant compartment determined on the
next following Valuation Day.
Applications for redemptions received directly by the Transfer Agent will be dealt with at the net asset value per
Unit of the relevant compartment determined on the next following Valuation Day.
The Management Company will make sure that an appropriate level of liquidity is maintained in the Fund so
that redemption of Units in the Fund may, under normal circumstances, be made promptly on such date to
Unitholders requesting redemption. If on any Valuation Day redemption requests relate to more than 10% of
the Units in issue in a specific compartment, the Management Company may decide that part or all of such
requests for redemption will be deferred for such period as the Management Company considers to be in
the best interests of the compartment, but normally not exceeding one Valuation Day. On the next Valuation
Day following such period, these redemption requests will be met in priority to later requests.
The redemption price may be, depending on the net asset value applicable on the day of the redemption,
higher or lower than the price paid at the time of subscription.

Payment of the redemption price will be made by the Depositary or its agents in the currency of the relevant
class of Units, not later than two Luxembourg bank business days after the day on which the application for
redemption has been dealt with, as aforesaid, provided that (i) a redemption order has been received by the
Transfer Agent in appropriate form within the notice period for the Units to be redeemed have been received
by the Transfer Agent prior to such bank business day.
Unitholders may request that the redemption price shall be paid in the currency of the relevant class of Units.
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9 - CONVERSION OF UNITS
Unitholders may request conversion of their Units into Units of another compartment on any Valuation Day
provided that the request for conversion is received in Luxembourg prior to 2 p.m. (Luxembourg time) on the
day immediately preceding the applicable Valuation Day.
The number of Units issued upon conversion will be based on the respective net asset values per Unit of both
compartments on the bank business day on which the conversion request is dealt with. An application for
conversion will be dealt with on the basis of the next determined net asset values per Unit of the two
compartments concerned.
Conversion of Units may only be requested for a minimum of EUR 5.000.
The Management Regulations refer in article 13 to the possibility for the Management Company to merge the
compartments.

10 – LATE TRADING AND
MARKET TIMING
A. LATE TRADING
The Management Company of the Fund determines the price of the Units of the Fund on a forward basis.
This means that it is not possible to know in advance the net asset value per Unit at which Units will be
bought or sold (exclusive of any subscription or redemption fee as defined hereafter). Subscription,
redemption and conversion applications have to be received and will be accepted for each compartment
only in accordance with the provisions of chapter 7 above.
B. MARKET TIMING
The Fund is not designed for investors with short-term investment horizons. Activities which may adversely
affect the interests of the Fund’s Unitholders (for example that disrupt investment strategies or impact
expenses) such as market timing or the use of the Fund as an excessive or short-term trading vehicle are
not permitted.
While recognizing that Unitholders may have legitimate needs to adjust their investments from time to time,
the Board of Directors of the Management Company in its discretion may, if it deems such activities
adversely affect the interests of the Fund or its Unitholders, take action as appropriate to deter such
activities.
Accordingly if the Board of Directors of the Management Company determines or suspects that a
Unitholder has engaged in such activities, it may suspend, cancel, reject or otherwise deal with that
Unitholder’s subscription or conversion applications and take any action or measures as appropriate or
necessary to protect the Fund and its Unitholders.

11 - DEFINITION AND
DETERMINATION OF THE
NET ASSET VALUE
The NAV per Unit of each compartment, expressed in the relevant currency of each compartment, will be
determined by the Management Company on the 15th day and the last day of each month which is a Bank
Business Day in Luxembourg (the "Valuation Day"). If the Valuation Day is not a Bank Business Day in
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Luxembourg, the NAV will be determined on the previous day which is a Bank Business Day in
Luxembourg. The first Valuation Day shall be the 15th day or last day of the month following the end of the
initial offering period.

The NAV will be determined on the basis of the last available price by dividing the value of the assets less
the liabilities (including any provisions considered by the Management Company to be necessary or
prudent) of the relevant compartment by the total number of Units outstanding of such compartment at the
time of the determination of such NAV.
To the extent feasible, investment income, interest payable, fees and other liabilities (including investment
management fees and risk management fees) will be accrued daily.
For the allocation of the assets and liabilities, the Management Company has established in respect of each
class of Units within a compartment in the following manner:
(a) the proceeds from the issue of each class of Units shall be applied in the books of the Fund to
the compartment established for that class of Units and the assets and liabilities and income and
expenditure attributable thereto shall be applied to such compartment subject to the provision set forth
hereafter;
(b) when any asset is derived from another asset, such derivative asset shall be applied in the books
of the Fund to the same compartment as the assets from which it was derived and on such revaluation of an
asset, the increase or diminution in value shall be applied to the relevant compartment;
(c) when the Fund incurs a liability which relates to any asset of a particular compartment or to any
action taken in connection with an asset of a particular compartment, such liability shall be allocated to the
relevant compartment, provided however that all liabilities, whatever compartment they are attributable to,
shall unless otherwise agreed upon with the creditors, be binding upon the Fund as a whole;
(d) in the case where any asset or liability of the Fund cannot be considered as being attributable to
a particular compartment, such asset or liability shall be allocated to the compartment, pro rata to the total
NAVs of the relevant classes of Units, provided that the Management Company may use another method of
allocating such assets and liabilities if, in the opinion of the Management Company and of the auditors of
the Fund, such method is equally fair and reasonable;
(e) upon the payment of dividends to the holders of any class of Units, the NAV of the relevant
compartment shall be reduced by the amount of such dividends.
The assets of the Fund will be valued as follows:
a)

the value of any cash on hand or on deposit, bills and demand notes and accounts receivable,
prepaid expenses, cash dividends and interest declared or accrued as aforesaid and not yet received
is deemed to be the full amount thereof, unless in any case the same is unlikely to be paid or
received in full, in which case the value thereof is arrived at after making such discount as may be
considered appropriate in such case to reflect the true value thereof;

b)

securities and financial derivative instruments listed or traded on any Regulated Market, stock
exchange in an Other State or Other Regulated Market will be valued at the last available price on
such markets. If a security or a financial derivative instrument is listed or traded on several markets,
the last available price at the market which constitutes the main market for such securities or
financial derivative instruments, will be determining;

c)

securities not listed or traded on any Regulated Market, stock exchange in an Other State or Other
Regulated Market will be valued at their last available market price;

d)

securities for which no price quotation is available or for which the price referred to in (a) and/or (b) is
not representative of the fair market value, will be valued prudently, and in good faith on the basis of
their reasonably foreseeable sales prices;

e)

the value of Money Market Instruments not listed or dealt in on any Regulated Market, stock
exchange in an Other State or any Other Regulated Market and with remaining maturity of less than
12 months and of more than 90 days is deemed to be the nominal value thereof, increased by any
interest accrued thereon. Money Market Instruments with a remaining maturity of 90 days or less will
be valued by the amortised cost method, which approximates market value;
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f)

values expressed in a currency other than the reference currency of a compartment shall be
translated to the reference currency of a compartment at the average of the last available buying and
selling price for such currency;

g)

the financial derivative instruments which are not listed on any official stock exchange or traded on
any other organized market will be valued on a daily basis in accordance with market practice, with a
constant, reliable and verifiable method;

h)

units or shares in underlying open-ended investment funds shall be valued at their last available net
asset value.

In the event that extraordinary circumstances render such a valuation impracticable or inadequate, the
Management Company is authorized, prudently and in good faith, to follow other rules in order to achieve a
fair valuation of the assets of the Fund.

12 - AUDITORS OF THE
MANAGEMENT COMPANY
AND OF THE FUND
Pursuant to the Law, KPMG Luxembourg, Société coopérative has been appointed as auditor of the
Management Company.
Pursuant to the Law, Mazars Luxembourg has been appointed as auditor of the Fund.

13 - ACCOUNTING YEAR
th

The financial accounts of the Fund close on the 30 September every year.
st

The financial accounts of the Management Company close on the 31 December every year.

14 - FEES AND EXPENSES
CHARGED TO THE FUND
INVESTMENT MANAGEMENT FEE
The Management Company is entitled to receive an investment management fee, payable at the end of each
quarter, at the following annual rates calculated on the average net assets of the relevant compartment for the
quarter under review:
Compartments

Applicable rate

BALANCED

Balanced
Portfolio 3

0.56% with a minimum of EUR
10,800.- per annum

MIXED
PORTFOLIO

Rainbow
Flexible
Allocation

0.25% with a minimum of EUR
10,000.- per annum
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EQUITY

Emerging
Market
Equities

0.89% with a minimum of EUR
10,800.- per annum

RISK MANAGEMENT FEE
The Management Company is entitled to receive a risk management fee, payable at the end of each quarter,
at the following annual rates calculated on the average net assets of the relevant compartment for the quarter
under review:
Compartments

Applicable rate

BALANCED

Balanced
Portfolio 3

0,30% with a minimum of EUR
9,000.- per annum

MIXED
PORTFOLIO

Rainbow
Flexible
Allocation

0,15% with a minimum of EUR
20,000.- per annum

EQUITY

Emerging
Market
Equities

0,30% with a minimum of EUR
19,000.- per annum

DISTRIBUTION FEE
The Management Company is entitled to receive a distribution fee, payable monthly in arrears, at the
following rates calculated on the average net assets of the relevant compartment for the month
Compartments

Applicable rate

BALANCED

Balanced
Portfolio 3

1,33%

MIXED
PORTFOLIO

Rainbow
Flexible
Allocation

n/a

EQUITY

Emerging
Market
Equities

2,10%

DOMICILIATION FEE
The Management Company is entitled to receive a domiciliation fee, payable yearly in advance, for the
following amounts:
Compartments

Applicable amount

BALANCED

Balanced
Portfolio 3

EUR 5,000.- per annum

MIXED
PORTFOLIO

Rainbow
Flexible
Allocation

EUR 5,000.- per annum

EQUITY

Emerging
Market
Equities

EUR 5,000.- per annum

DEPOSITARY FEES
The Depositary is entitled to such fees as will be determined from time to time by agreement between the
Management Company and the Depositary provided such fees are customary for such type of services. The
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Depositary a fees are based on the average net assets of each compartment and are payable monthly. In
particular, the Depositary is entitled to the following fees:

Depositary Fees

Applicable Rates
This remuneration is subject to a minimum amount of EUR 8,500.- per
annum, per Sub-Fund, with a maximum of 0.065% per annum and per SubFund out of the net assets at the end of the month.

CENTRAL ADMINISTRATION FEES (including the registrar and transfer service);
The Administrative Agent will receive, out of the assets of each Sub-Fund, a remuneration calculated in
accordance with customary banking practice in Luxembourg and expressed as a percentage per annum of
the average monthly net assets thereof during the month under review and payable monthly in arrears.

Central Administration
Fees (including the
registrar and transfer
service)

- a fee of maximum 0.008% per annum and per Sub-Fund out of the
assets under administration; plus
- a fixed fee of 16.000 per annum, and per sub fund for a fortnightly net
asset calculation

The Depositary and the Administrator, Registrar and Transfer Agent are also entitled to transaction-based fees
in accordance with its normal commercial scale as agreed with the Management Company, as well as
reimbursement of its out-of-pocket expenses incurred by it on behalf of the Fund and/or the Management
Company and is finally entitled to receive fees in relation to the activity of compliance monitoring.
Any custody charges of banks and financial institutions to whom custody of assets of the Fund is entrusted will
be borne by the Fund.
The Fund further bears all the fees and expenses more fully described in the Management Regulations.
The costs and expenses resulting from the formation of the Fund, including the preparation and the
publication of the Prospectus, and various fees to be paid to the Luxembourg Stock Exchange, printing
costs and all other costs relating to the incorporation of the Fund and the initial issue of its Units have been
amortized over a period not exceeding 5 accounting years since the establishment of the Fund.
After such period, any further compartment that has and/or will be created has and/or shall only bear the
preliminary expenses relating to its own launching.
The Management Company bears its own expenses.

15 - DISTRIBUTIONS
Each year, upon the closing of the accounts of the Fund on 30. September, the Management Company will
determine if and to what extent, distributions are payable to the Unitholders of each compartment.
The Management Company does not presently intend to declare any dividends.
Dividends, if any, declared will, at the election of each Unitholder, be paid in cash or reinvested in additional
Units of the compartment in respect of which the dividends were declared at the net asset value per Unit on the
payment date of such dividend.
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Election to receive dividends in cash or Units is made at the time Units are subscribed for and may be changed
at any time prior to record date for a particular dividend. There is no issue commission or other charge in
connection with the reinvestment of dividends.
No distribution will be made as a result of which the net assets of the Fund would become less than the
minimum required by Luxembourg law.
In the event of agreeing a distribution of dividends, distributions not claimed within 5 years shall be forfeited
and revert to the relevant compartment.

16 - TAX STATUS
TAXATION OF THE FUND
The Fund is subject to Luxembourg law with respect to its tax status. Under legislation and regulations
currently prevailing in Luxembourg the Fund is subject to an annual tax of 0.05 per cent per annum (“Taxe
d’abonnement”) of its NAV, such tax being payable quarterly on the basis of the value of the assets of the
Fund at the end of the relevant calendar quarter.
However this percentage is reduced to 0.01%:
-

when the relevant compartment is dedicated to Institutional Investors in the meaning of Article 129(1) of
the Law;
or when the investment policy of a relevant compartment (such investment policy being specified under
chapter 2 and Appendix I to this Prospectus), fulfils the conditions stated in the Grand-Ducal decree of
April 14, 2003 taken in execution of article 174 of the Law.

Income received by the Fund on its investments may be subject to different non-recoverable withholding
taxes in the countries of origin.
TAXATION OF THE UNITHOLDERS
EU Tax Considerations for individuals resident in the EU or in certain third countries or dependent or
associated territories
On 3 June 2003, the Council of the European Union adopted Council Directive 2003/48/EC on the taxation
of savings income in the form of interest payments (the “Directive”). The Directive imposes withholding or
reporting requirements on the “paying agent” (as defined by the Directive) resident within the European
Union (or one of the non-European Union states or territories having agreed to apply similar measures)
where that paying agent makes payments of interest (including distributions and redemptions) cross-border
to an individual or certain entities resident in another EU Member State (or in a territory that has opted for
reciprocity, i.e. has agreed to adopt the same measures). If such a payment is subject to withholding tax,
the beneficiary can avoid such withholding tax by submitting a certificate of exemption or an authorisation to
exchange information, depending on the options proposed by the paying agent and the country of
establishment.
In respect of interest distributed by investment funds, the Directive provides that “interest payment” includes
income deriving from interest payments either directly or through a residual entity, distributed by (i) a
UCITS; (ii) entities which have opted to be treated as a UCITS; and (iii) undertakings for collective
investment established outside the territory of the European Union, or income realised upon the sale, refund
or redemption of units of such undertakings and entities.
The transitional tax scheme foreseen by the Directive which was implemented into Luxembourg law by the
amended law of 21 June 2005 came to an end on 31 December 2014.
From 1 January 2015, in the event of redemption of Units in a compartment or dividend payments made by
a compartment, the savings income will be automatically reported to the tax authorities of the country of
residence of the beneficiary, and as a matter of consequence will no longer be subject to withholding tax.
The exchange of information will occur on an annual basis, the first occurrence being in the first quarter of
2016, and to cover interest income received during the previous year. The exchange of information will
include information related to interest income on savings and investments.
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The foregoing is only a summary of the implications of the Directive, is based on the current
interpretation thereof and does not purport to be complete in all respects. It does not constitute
investment or tax advice and investors should therefore seek advice from their financial or tax
adviser on the full implications for themselves of the Directive.
The Fund reserves the right to reject any application for Units if the information provided by any prospective
investor does not meet the standards required by the Law as a result of the Directive.
The foregoing is only a summary of the implications of the Directive and the Law, is based on the current
interpretation thereof and does not purport to be complete in all respects. It does not constitute investment
or tax advice and investors should therefore seek advice from their financial or tax adviser on the full
implications for themselves of the Directive and the Law.
Common Reporting Standard
On 9 December 2014, the Council of the EU adopted the Directive 2014/107/EU amending the
Directive 2011/16/EU of 15 February 2011 on administrative cooperation in the field of taxation.
The adoption of the aforementioned directive, and of the Luxembourg bill of law for transposition
of such directive (the “CRS Law”), together with the signature of the Multilateral Competent
Authority Agreement on the Automatic exchange of Financial Account Information (“MCAA”) on 29
October 2014 implement the OECD Common Reporting Standard (the “CRS”) from 1st January
2016.
Under the terms of the CRS Law the Fund is likely to be considered as a Luxembourg Reporting
Financial Institution (“FI”).
As such, as of 30 June 2017 and without prejudice to other applicable data protection provisions
as set out in the Fund documentation, the Fund will be required to annually report to the LTA
personal and financial information related, inter alia, to the identification of, holdings by and
payments made to (i) certain Unitholders as per the CRS Law (the “Reportable Persons”) and (ii)
Controlling Persons of certain non-financial entities (“NFEs”) which are themselves Reportable
Persons. This information, as exhaustively set out in Annex I of the CRS Law (the “Information”),
will include Personal Data related to the Reportable Persons.
The Fund’s ability to satisfy its reporting obligations under the CRS Law will depend on each
prospective investor and each Unitholders providing the Fund with the Information, along with the
required supporting documentary evidence. In this context, Unitholders are hereby informed that,
as data controller, the Fund will process the Information for the purposes as set out in the CRS
Law. Unitholders also undertake to inform their Controlling Persons, if applicable, of the
processing of their Information by the Fund.
Unitholders are further informed that the Information related to Reportable Persons within the
meaning of the CRS Law will be disclosed to the LTA annually for the purposes set out in the CRS
Law. In particular, Reportable Persons are informed that certain operations performed by them will
be reported to them through the issuance of statements, and that part of this information will serve
as a basis for the annual disclosure to the LTA.
Similarly, Unitholders undertake to inform the Fund within thirty (30) days of receipt of these
statements should any included Personal Data be not accurate. Unitholders further undertake to
immediately inform the Fund of, and provide the Fund with all supporting documentary evidence
of any changes related to the Information after occurrence of such changes.
Luxembourg
Subject to the provisions of the Law, Unitholders are not subject to any capital gains, income, withholding,
gift, estate, inheritance or other tax in Luxembourg, except for investors domiciled, resident or having a
permanent establishment in Luxembourg and except for certain former residents of Luxembourg owning
more than 10% of the Units in the Fund. The following summary is based on the law and practice currently
in force in the Grand Duchy of Luxembourg and is subject to changes therein.
Potential subscribers to the Fund should inform themselves on applicable laws and regulations (i.e. as to
the possible tax requirements or foreign exchange control) of the countries of their citizenship, residence or
domicile, and which might be relevant to the subscription, purchase, holding and redemption of Units.
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Spain
Additionally, the Unitholders with their fiscal domicile in Spain will be subject to the Spanish Tax regulation in
case of redemptions.

17. LIQUIDATION DISSOLUTION - MERGER

The Fund is created for an undetermined period provided, however, that it shall be terminated and totally
dissolved, if (i) in the judgement of the Management Company and the Depositary, the termination of the
Fund can best serve the interest of the Unitholders, (ii) in the judgement of the Management Company and
the Depositary circumstances beyond their control compel them to terminate the Fund, (iii) the Management
Company is to be dissolved and liquidated and (iv) in any other cases provided for by Luxembourg law.
Unitholders may not request dissolution or partition of the Fund.
The notice of liquidation shall be published in the RESA and in at least two newspapers with appropriate
distribution, at least one of which must be a Luxembourg newspaper. Issuance, redemption and conversion
of Units will cease at the time of the decision or event leading to the winding-up.
Unless a derogation is obtained, 9 (nine) months after the decision to liquidate the Fund, the proceeds
thereof corresponding to Units not surrendered will be kept in safe custody with the Luxembourg Caisse de
Consignation until the prescription period has elapsed. The amounts thus deposited and not claimed within
the prescribed period, will be lost.
The Board of Directors of the Management Company may decide to close and/or liquidate a compartment
every time the interest of the Unitholders of the same compartment will demand so (notably in case of
changes in the political and/or economic situation, at the maturity of the investment objective of the
compartment or if the net assets of the compartment have fallen below an amount such that it can no longer
be managed in a cost efficient manner, if all or most of Unitholders have decided to order the sale of their
Units), upon a duly motivated resolution.
The Unitholders will be notified by the Board of Directors of the Management Company or informed of its
decision to liquidate. The net liquidation proceeds will be paid to the relevant Unitholders in proportion of the
Units they are holding. Unless a derogation is obtained, 9 (nine) months after the decision to liquidate a
compartment, the proceeds thereof corresponding to Units not surrendered will be kept in safe custody with
the Luxembourg Caisse de Consignation until the prescription period has elapsed.
Any resolution of the Board of Directors of the Management Company to close and/or liquidate a
compartment will entail automatic suspension of the NAV computation of the Units of the relevant
compartment, as well as suspension of all redemption, subscription or conversion orders, whether pending
or not.
In this case, the price per Unit shall be calculated in such a way to take into account the winding up costs,
but without any deduction of a redemption fee or any other withholding. The formation expenses are to be
totally amortized as soon as the winding up decision is taken.
a)

A merger of a compartment with another compartment of the same Fund can be decided by the
Board of Directors of the Management Company when the net assets of the compartment have fallen
below EUR 1.239.467,62, at the maturity of the investment objective of a compartment or when a
change in the economic and political background has occurred and with the following conditions :


the Unitholders of this compartment have to be offered the opportunity to request the
redemption of their Units held in this compartment, at no cost, within a time limit of one month
from the date of publication of the decision relative to this merger or from the date of mailing
of the notice to registered Unitholders.
At the end of this period, all Unitholders who have not made any use of this opportunity will
deem to be committed with the merger decision.



The decision must be announced through a written notice to registered Unitholders or through
a publication in the RESA and in two other newspapers with adequate circulation in the
countries where Units are sold including a Luxembourg daily.
This publication will detail the reasons and proceedings of the merger as well as the
differences between the two relevant compartments and the free redemption facility.
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b)

A merger of one or several compartments with another undertaking for collective investment subject
to Part I of the Law, can be decided by the Board of Directors of the Management Company when
the assets of the compartment have fallen below EUR 1.239.467,62, at the maturity of the
investment objective of the compartment or when a change in the economic and political background
has occurred and with the following conditions :


The Unitholders of this compartment have to be offered the opportunity to request the
redemption of their Units held in this compartment, at not cost, within a time limit of one month
from the date of publication of the decision relative to this merger or from the date of mailing
of the notice to registered Unitholders. At the end of this period, all Unitholders who have not
made any use of this opportunity will deem to be committed with the merger decision.



The decision must be announced through a written notice to registered Unitholders or through
a publication in the RESA and in two other newspapers with adequate circulation in the
countries where Units are sold, including a Luxembourg daily.
This publication will detail the reasons and proceedings of the merger as well as the
differences between the two relevant entities and the free redemption facility.

The merger of a compartment with a foreign-based undertaking for collective investment is not authorized.

18 - UNITHOLDERS'
INFORMATION
Audited annual reports and unaudited semi-annual reports will be published and made available, free of
charge, to the Unitholders at the registered office of the Administrator.
Any other financial information to be published concerning the Fund or the Management Company, including
any suspension of the net asset value of any compartment, will be made available to the public at the offices of
the Management Company, the Distributors and the Administrator.
The net asset value and the issue, redemption and conversion prices are available to the public at the offices
of the Management Company, the Distributors and the Administrator.
All notices to Unitholders will be sent to the Unitholders at their addresses indicated in the register of
Unitholders. Also notices to Unitholders will be published in a newspaper in Luxembourg (insofar as required
by applicable regulations) and in newspapers issued in countries where the Fund's Units are offered or sold as
decided by the Management Company from time to time.
The following documents shall be available for inspection during normal business hours at the registered office
of the Administrator and the Distributors:
1.

the Articles of Incorporation of the Management Company;

2.

the Depositary Agreement between the Management Company and KBL European Private Bankers
st
S.A dated October 1 , 2017;

3.

the Administrator, Registrar and Transfer Agent Agreement between the Management Company and
st
European Fund Administration S.A. dated October 1 , 2017.

4.

. the Investment Advisory Agreement between the Management Company and ALTERAREA EAFI, SL
dated March 24th, 2016;

5.

the latest annual and semi-annual reports of the Fund;

6.

The Management Regulations of the Fund;

7.

The KIIDs of the Fund;
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APPENDIX I to the Prospectus
A. GENERAL PROVISIONS
As further detailed in chapter 1 of this Prospectus, the Fund is conceived as a single entity with
several different categories of compartments :





the mixed compartments
the fixed income compartments
Sub-category : the balanced compartments
the equity compartments

At the time of the issuance of this Prospectus, the Management Company offers for subscription
the Units of the following compartments:
Compartments
EQUITY
Emerging Market Equities
MIXED PORTFOLIO
Rainbow Flexible Allocation
BALANCED
Balanced Portfolio 3

Emerging Market Equities
Classes of Units:
-

Class EUR - accumulation
Subscriptions shall be accepted at a price per Unit of EUR 100.st

The Class EUR has been launched on December 31 , 1998.
-

Class USD - accumulation
Subscriptions shall be accepted at a price per Unit of USD 100.The Class USD will be launched at a later stage when the Board of Directors deems it opportune.
Rainbow Flexible Allocation
Classes of Units:

-

Class EUR - accumulation
Subscriptions shall be accepted at a price per Unit of EUR 100.-.
th

The Class EUR has been launched on July 7 , 2016.
-

Class USD - accumulation
Subscriptions shall be accepted at a price per Unit of USD 100.The Class USD will be launched at a later stage when the Board of Directors deems it opportune.
No issue commission will be applied in respect of subscriptions received in respect of the initial
subscription.
Balanced Portfolio 3
Classes of Units:

-

Class EUR - accumulation
Subscriptions shall be accepted at a price per Unit of EUR 100.-

th

The Class EUR has been launched on September 15 , 2014.
-

Class USD - accumulation
Subscriptions shall be accepted at a price per Unit of USD 100.The Class USD will be launched at a later stage when the Board of Directors deems it opportune.

B. INVESTMENT POLICIES OF THE COMPARTMENTS

THE MIXED
COMPARTMENTS
RAINBOW FLEXIBLE ALLOCATION
The compartment seeks to achieve capital growth over the long term investing in a diversified global
portfolio.
In order to achieve this objective, the compartment will invest in different eligible types of asset
classes, such as, but not limited to, equities, bonds, UCITS or UCIs and money market instruments.
The allocation of the portfolio may vary according to the portfolio manager’s expectations.
The compartment will invest at least a minimum portion of its assets in equities of large and medium
companies. The investments can be done directly or indirectly, through financial derivative
instruments or other UCITS/UCIs.
The compartment will invest in fixed income instruments without rating restrictions. The average
duration will be dynamically managed by the portfolio manager and may vary depending on market
conditions, even if the strategy will be focused in short term bonds. The investments can be done
directly or indirectly, through financial derivative instruments or other UCITS/UCIs.
The compartment will invest primarily in the OECD countries; anyway the compartment could take
exposure to the emerging markets funds for a residual portion of its assets.

The compartment may use financial derivative instruments for both hedging and/or investment
purposes. The types of derivatives may include, but are not limited to, single stock and equity index
futures and options, currency futures and forwards, OTC derivatives, single stock CFDs, basket
CFDs and index CFDs.
The compartment may invest up to 20% of its net assets in structured securities such as asset
backed securities (“ABS”), mortgage backed securities or collateralized obligations with a pay-off
linked to the relevant markets rather than actually investing in the markets. The term ABS covers,
among other securities, all securities resulting from so-called “securitization” activities (cash or
synthetic). Securitization is the mechanism whereby specific financial assets are converted into
securities that can be traded on the financial markets. There are three main types of ABS related to
securitization, corresponding to specific asset categories: Traditional Asset Backed Securities,
Mortgage Backed Securities and Collateralized Debt Obligations. The portfolio manager will select
ABS generating the most predictable and secure flows of cash. In addition, the term ABS also
covers securities which are not resulting from securitization activities, such as securities which are
secured by assets, but whose cash flows do not necessarily derive from the cash flows of the
underlying assets.
Asset backed and mortgage backed securities may be highly illiquid, subject to adverse
changes to interest rates and to the risk that the payment obligations relating to the
underlying assets are not met.
Notwithstanding the above provisions and if justified by the portfolio manager’s expectations or
exceptional market conditions, the compartment may invest exclusively its net assets in cash and
cash equivalents, money market instruments, government bonds.

THE BALANCED
COMPARTMENTS

BALANCED PORTFOLIO 3
The investment objective of this compartment is to provide long-term growth investing by an active
and mixed asset allocation comprised by equity and fixed income in a diversified portfolio of worldwide securities.
The investment strategy of the compartment is to invest in a broad range of asset classes such as
but not limited to: fixed income, money market instruments, equities, including ETFs and other UCIs
and cash and cash equivalents.
The compartment seeks to invest generally in fixed income issued by corporations and governments
without rating and duration limitations. The remaining part may be invested in equities focused in the
OECD countries plus Russia.
The compartment will not invest more than 10% of its assets in UCITS or other UCIs.
The compartment may use financial derivative instruments for both hedging and/or investment
purposes. The types of derivatives may include, but are not limited to, single stock and equity index
futures and options, currency futures and forwards, OTC derivatives, single stock CFDs, basket
CFDs and index CFDs.
Notwithstanding the above provisions, the compartment may invest exclusively its net assets in cash
and cash equivalents, term deposits, debt securities and money market instruments dealt in on a
Regulated Market and whose maturity does not exceed 12 months, monetary UCITS and UCIs.

THE EQUITY
COMPARTMENTS
EMERGING MARKET EQUITIES
The investment strategy of the compartment is to invest in companies located or operating in
emerging markets which are defined, but not limited to, by the World Bank classification.
The investments will consist in equities and debt instruments issued by companies that are listed on
regulated exchanges in emerging markets. Pursuant to the provisions of article 41 of the Law, the
compartment may invest, at the same time, in American Depositary Receipts and American
Depositary Shares (collectively, "ADRs") and Global Depositary Receipts and Global Depositary
Shares (collectively, "GDRs") and in those emerging companies listed in developed countries.
The compartment will invest essentially in equities and it may alternatively invest in fixed income
without any duration or rating limitations.
The compartment will not invest more than 10% of its assets in UCITS or other UCIs.
The compartment may use financial derivative instruments for both hedging and/or investment
purposes. The types of derivatives may include, but are not limited to, single stock and equity index
futures and options, currency futures and forwards, OTC derivatives, single stock CFDs, basket
CFDs and index CFDs
Notwithstanding the above provisions, the compartment may invest exclusively its net assets in cash
and cash equivalents, term deposits, debt securities and money market instruments dealt in on a
Regulated Market and whose maturity does not exceed 12 months.

Depositary receipts are securities that evidence ownership interests in a security or pool of
securities that have been deposited with a “depositary.” Depositary receipts may be
sponsored or unsponsored and include American Depositary Receipts and American
Depositary Shares (collectively, "ADRs") and Global Depositary Receipts and Global
Depositary Shares (collectively, "GDRs") and other forms of depositary receipts. These
securities may not necessarily be denominated in the same currency as the securities into
which they may be converted. ADRs are typically issued by a United States bank or trust
company which evidence ownership of underlying securities issued by a foreign corporation.
GDRs are typically issued outside the United States by non-United States banks and trust
companies that evidence ownership of either foreign or domestic securities. Depositary
receipts may not necessarily be denominated in the same currency as the securities into
which they may be converted and as such are exposed to the possible instability and the
exchange rate risk of the currency the securities are denominated in. A depositary may
establish an unsponsored facility without participation by the issuer of the deposited
security. Holders of unsponsored depositary receipts generally bear all the costs of such
facilities and the depositary of an unsponsored facility frequently is under no obligation to
distribute shareholder communications received from the issuer of the deposited security or
to pass through voting rights to the holders of such receipts in respect of the deposited
securities. The instability or stability of the political system of the underlying issuer’s country
can affect the valuation of its securities and ultimately the value of the depositary receipt.
C. RISK PROFILE AND INVESTOR’S PROFILE OF THE COMPARTMENTS
The table below discloses the risk profile and the investor’s profile of the compartments which at
the date of the issuance of this Prospectus offer Units for subscription. Should the Board of
Directors of the Management Company decide to launch any further compartment, this section of
the Prospectus shall be amended accordingly.
RISK PROFILE
Mixed
Portfolio
Rainbow
Flexible
Allocation

The risks listed below are the main
specific risks of the compartment:
•
Risks
related
to
investments in equities and equityrelated securities;
•
Risks
related
to
investments in bonds, fixed income
securities;
•
Risks
related
to
investments in underlying funds;
•
Risks
related
to
investments in financial derivative
instruments;
•
Credit and counterparty
risks;
•
Liquidity risks;
•
Risks related to currency
exposure;
•
Midsize companies risk;
•
Risks
related
to
investments in emerging and less
developed markets;
•
Risks
related
to
investments in asset backed
securities and mortgage backed
securities;
•
Settlement and custodial
risk.

INVESTOR’S PROFILE

This compartment will suit investors
who see investment funds as the best
way of gaining exposure to capital
market movements. It may also appeal
to those aiming to balance income from
bond and money markets, with some
exposure to the capital appreciation
generally offered by equities. Investors
must have experience with volatile
products and how they are affected by
the performance of financial markets.
They must also be able to bear
significant short-term losses and,
hence, be willing to maintain their
investment for at least five years.

The attention of the investors is
particularly drawn to chapter 5 “Risk
Considerations” and in particular
risks described therein.
RISK PROFILE
Balanced
Portfolio
Balanced
Portfolio 3

The risks listed below are the main
specific risks of the compartment:
•
Risks
related
to

INVESTOR’S PROFILE

The investors will achieve the highest
possible return investing in fixed
income with high performance but also

investments in bonds, fixed income
securities;
•
Risks
related
to
investments in equities;
•
Risks
related
to
investments in underlying funds;
•
Risks
related
to
investments in emerging and less
developed
markets,
including
Russia;
•
Political and economic risk
factors of emerging markets;
•
Risks related to foreign
investment restrictions;
•
Settlement and custodial
risks;
•
Risks
related
to
investments in financial derivative
instruments;
•
Credit and counterparty
risks;
•
Liquidity risks;
•
Risks related to currency
exposure.
The attention of the investors is
particularly drawn to chapter 5 “Risk
Considerations” and in particular
risks described therein.
RISK PROFILE
Equity
Portfolio
Emerging
Market
Equities

The risks listed below are the main
specific risks of the compartment:
•
Risks
related
to
investments in equities and equityrelated securities;
•
Risks
related
to
investments in debt instruments;
•
Risks
related
to
investments in depositary receipts;
•
Risks
related
to
investments in underlying funds;
•
Risks
related
to
investments in financial derivative
instruments;
•
Credit and counterparty
risks;
•
Liquidity risks;
•
Risks related to currency
exposure;
•
Risks
related
to
investments in emerging and less
developed markets;
•
Political and economic risk
factors of emerging markets;
•
Risks related to foreign
investment restrictions;
•
Settlement and custodial
risk.
The attention of the investors is
particularly drawn to chapter 5 “Risk
Considerations” and in particular
risks described therein.

with high volatility. The investors will
plan a medium-long term investment
horizon and will accept fluctuations in
the NAV.

INVESTOR’S PROFILE

Prospective investors are warned that
any investment in emerging countries
represents a higher risk level and thus
more fluctuation of the net asset value.
These risks include, but are not limited
to, political, economic, legal and social
uncertainties, as well as market and
currency exchange rate volatility. The
investors will be risky and will accept
higher fluctuations than other equities
investments.

D. Classification of the active compartments pursuant to CSSF’s Circular 11/512 concerning the risk transparency

Name of the compartment

GLOBAL EXPOSURE DETERMINATION
METHODOLOGY

LEVERAGE (for UCITS using the VaR
Approach)

COMMITMENT Approach

ABSOLUTE VaR Approach

EXPECTED Level

MAXIMUM Level

Yes

N.A.

N.A.

N.A.

Yes

N.A.

N.A.

N.A.

Yes

N.A.

N.A.

N.A.

EQUITY

Emerging Market Equities
MIXED PORTFOLIO

Rainbow Flexible Allocation
FIXED INCOME

the Balanced Compartments
Balanced Portfolio 3

