ROB=CO

The Investment Engineers

N h? Smart credit

P dﬁﬁ investing:
B horvesting
factor

Dremiums

WHITE PAPER
For professional investors
November 2015

Patrick Houweling

Jeroen van Zundert

S
Sy

o




Contents

Introduction

Evaluating and defining factors for corporate bonds

Factor portfolios show high risk-adjusted returns

Corporate bond factor investing increases the return
of a multi-asset portfolio

Smart factor investing

Conclusions

11

13

16



- The Size, Low-Risk, Value and
Momentum factors have high
returns and Sharpe ratios in
the corporate bond market.
However, they may outperform
or underperform the market for
prolonged periods, resulting in
drawdowns and high tracking errors.

- By combining factors in a multi-
factor portfolio, the drawdowns
and tracking errors become much
smaller, while the high returns and
Sharpe ratios are conserved.

- Corporate bond factors can add
about 1% return a year in
a strategic multi-asset portfolio,
regardless of whether the portfolio
s already allocated to equity
factors.’
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Factor investing | Investors are increasingly allocating their investments to factors. Factor
portfolios differ from traditional portfolios by following a systematic, rules-based approach
to harvest a specific factor premium, such as Size, Low-Risk, Value and Momentum. The
motivation for this shifting investment paradigm is two-fold. First, factors have delivered
high Sharpe ratios over the long term. Second, factors explain a large part of the alpha of
successfully managed funds?. Since these funds often tilt only implicitly or weakly to factors,
investors have started to strategically and explicitly allocate to factors to generate alpha.
Although most factor research focuses on the equity market®, the concept and benefits of

factor investing apply equally well to the corporate bond market.

Factor investing in the corporate bond market | In other notes, we discuss the individual
Low-Risk, Size, Momentum and Value factors.* In this note, based on our academic paper
“Factor Investing in the Corporate Bond Market”®, we show not only the risk-return profile of
individual factors, but also of a multi-factor portfolio. Such a multi-factor portfolio combines
the four factors in a single portfolio in order to diversify across the factors. This makes the
alpha more stable over time. For instance, Value might underperform over a certain period,
while Low-Risk outperforms. We show that the multi-factor portfolio retains the high Sharpe
ratio of the individual factors, but with smaller drawdowns and lower tracking error versus
the market. Furthermore, in this note we analyse factor investing in a multi-asset context,
demonstrating the added value of the corporate bond factors beyond the equity factors. We
conclude by explaining how an investor can further improve the generic factor strategies
described in our academic work in order to successfully implement factor strategies in

actual investment portfolios.

See the articles “On Persistence in
Mutual Fund Performance” by Carhart
(1997) and “ Academic Knowledge
Dissemination in the Mutual Fund
Industry: Can Mutual Funds Successfully
Adopt Factor Investing Strategies?” by
Huij and van Gelderen (2014)

See the articles: “Common Risk
Factors in The Returns on Stocks and
Bonds” by Fama and French (1993),
“Evaluation of Active Management of
the Norwegian Government Pension
Fund — Global” by Ang et al. (2009),
or the Robeco white paper “Efficient
Factor-Investing Strategies” by Blitz,
Huij, Lansdorp & van Vliet (2013).
4See our white papers “The Low-Risk
Anomaly in Credits” (2012), “Smart
Credit Investing: the Size Premium”
(2013),"Smart ~ Credit Investing:
Residual Equity Momentum” (2013)
and “Smart Credit Investing: The Value
Premium” (forthcoming in 2015).

SThe academic paper can be
downloaded from: ssrn.com/

abstract=2516322



Evaluating and defining factors for corporate bonds

To evaluate the factors, we use 20 years of monthly data on all constituents of the Barclays US
Investment Grade and USHigh Yield indices. Every month, we create equally weighted portfolios
based on the factor definitions (see below). In addition to the single-factor portfolios, we also
construct a multi-factor portfolio that invests 25% in each of the four factor portfolios. We
analyse the excess returns over duration-matched Treasuries to properly filter out the interest
rate component, i.e. the term premium. We have two reasons for doing this, namely (1) most
institutional investors manage the interest rate exposure of their total portfolio separately,
e.qg. using interest rate swaps or bond futures and (2) investors buy corporate bonds to harvest
the default premium on top of the term premium, because the term premium itself can be

more efficiently harvested by investing in government bonds.

Academic evidence is scarce, but emerging | In contrast to the academic literature on equity
markets, where factors have been documented since the 1970s, the evidence for corporate
bond markets is more recent and] more limited. Of the four factors, Low-Risk and Momentum
are best documented.®’

Studies on Value and Size are close to non-existent. When defining factors in our study, we
make sure that the definitions (1) are consistent with the existing literature, (2) only use bond
characteristics that are readily available (e.g. spread, rating, maturity) and (3) are intuitive for
a corporate bond investor. Specifically, we refrain from using accounting or equity data in our
academic paper. At the end of this note, however, we show the additional improvements one
can gain by improving on the generic factor definitions, e.g. by using accounting and equity
data.

Size | Smaller companies tend to be ignored by many investors, because investors typically
aim to efficiently cover a large percentage of the market capitalization of the credit market
using a limited number of analysts. From that perspective, companies with a larger weight in
the index are more efficient to cover than companies with a smaller index weight. Therefore,
to define the Size factor in the corporate bond market, we use the total size of a company’s
public debt instead of the size of individual bonds. The Size factor portfolio invests every month

in 10% of the bonds belonging to the smallest companies in the index

See for example the articles “Which
Risks Have Been Best Rewarded?”
by llmanen, Byrne, Gunasekera and
Minikin (2004) and “Betting Against
Beta” by Frazzini and Pedersen (2014).
'See for example the articles
“Momentum and Reversal Effects
in Corporate Bond Prices and Credit
Cycles” by Pospisil and Zhang (2010),
and “Momentum in Corporate Bond
Returns “ by Jostova, Nikolova, Philipov

and Stahel (2013).



Low-Risk | Previous studies show that bonds with lower risk earn higher risk-adjusted returns,
where maturity and/or rating are typically used as risk measures. So, portfolios of shorter-
dated and higher-rated bonds historically had higher Sharpe ratios than the market. To
construct our Low-Risk factor portfolio for investment grade, we first select all bonds rated AAA
to A-, hence excluding the most risky bonds rated BBB+, BBB or BBB-. From these bonds, we
select each month the shortest maturity bonds such that the portfolio makes up 10% of the
total number of bonds. For high yield, we follow the same procedure, selecting bonds rated

BB+ to B- in the first step, excluding the most risky ratings CCC, CC and C.

Value | As far as we know, Correia et al. (2012) is the only paper on Value investing in the
corporate bond market. They show that bonds that are undervalued versus their ‘fair’ value
subsequently outperform the market, and vice versa. They estimate the fair credit spread
using a variety of risk measures, including leverage and profitability. For consistency with the
Low-Risk factor, we choose rating and maturity as risk measures. Otherwise, we follow the
methodology of Correia et al. (2012). The Value factor portfolio consists of the 10% most
undervalued bonds, i.e. bonds whose market spread is high compared with other bonds with

similar rating and matu

Momentum | Momentum is the effect that past winners tend to be future winners and,
similarly, that past losers tend to be future losers. Previous research shows that the Momentum
effect is present in the high yield market, but not in the investment grade market. We follow
Jostova et al. (2013) by defining Momentum as the past 6-month return. The 10% bonds with

the highest past returns are selected for the Momentum factor portfolio.



Factor portfolios show high risk-adjusted returns

Investment grade | Figure 1plots the risk and return of each factor portfolio in the investment
grade market. We note that each factor has a distinctive risk-return profile. The Low-Risk
portfolio has a slightly higher return than the market, but with much lower volatility. Value,
on thecontrary, has a higher volatility, but more than compensates this via a higher return.
Momentum and Size have a volatility similar to the market, but with higher returns. The
volatility of the multi-factor portfolio, being the average of the four factors, is similar to the
market. However, its annualized return is 0.85% higher. The Sharpe ratios of 0.32 (Size),
0.42 (Low-Risk), 0.31 (Value) and 0.33 (multi-factor) are significantly higher than the market
Sharpe ratio of 0.13. However, the Sharpe ratio of Momentum in investment grade is not

significantly different, which has also been documented in previous studies.

Figure 1: Risk-return plot per factor portfolio for US investment grade
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Figure 2 shows the same portfolios, evaluated relative to the market, so plotting tracking error
versus outperformance. The results show that from this perspective the individual factors are
less attractive. Especially Low-Risk and Value have large tracking errors in comparison with the
market volatility of 4.5% due to their large beta deviations. For Value, this is compensated
by a substantial outperformance of 1.9% a year, but for Low-Risk it is not, resulting in an
information ratio of only 0.12. However, it is the factor with the highest Sharpe ratio. This
highlights the importance of a long investment horizon, because the single factor-portfolios
can be risky in the short term for benchmarked investors. The multi-factor portfolio, on the
other hand, combines a high Sharpe ratio with a high information ratio. The reason is that it
diversifies across the individual factors, mitigating the possible underperformance of one or
more factors for prolonged periods of time. This leads to a lower tracking error than that of

the individual factors, while maintaining the outperformance.



Figure 2:

Tracking error - outperformance plot per factor portfolio for US investment grade
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High yield | Figure 3 shows the risk and return of the high yield factor portfolios. The results

are similar to those in investment grade. Low-Risk has a much lower volatility than the

market and Value a higher volatility. The Sharpe ratios of the four factors range from 0.44

(Momentum) to 0.57 (Low-Risk and Size), significantly larger than the market Sharpe ratio

of 0.24. The multi-factor portfolio’s volatility is similar to the market’s, but its Sharpe ratio is

more than twice as high (0.52 versus 0.24) due to its higher return.

Figure 3: Risk-return plot per factor portfolio for US high yield
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Figure 4 shows the factor portfolios in a relative risk framework. As in investment grade, the
information ratio of Low-Risk is the lowest, only 0.28. The other factors have information
ratios ranging from 0.55 (Momentum) to 0.62 (Size). Again, combining the four factorsin a

multi-factor portfolio leads to the highest information ratio, 0.86.

Figure 4: Tracking error - outperformance plot per factor portfolio for US high yield
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Results also valid after transaction costs | In our academic paper we conduct numerous
robustness checks. The most important checkis that these results also hold after transaction
costs. Although the factors have highe turnover than the market and therefore incur

higher transaction costs, the Sharpe ratios remain substantially larger than of the market.
The multi-factor Sharpe ratios drop from 0.33 to 0.26 in investment grade and from
0.52t0 0.46 in high yield, but are still significantly larger than the market’s Sharpe ratio.
Furthermore, in our academic paper we show that the results are robust to the exact

definition of the factors.



Corporate bond factor investing increases the return of a
multi-asset portfolio

In the previous section we have shown the added value of factor investing within the
corporate bond market. However, investors usually invest in other asset classes as well,
such as equities and government bonds. An investor might already be allocating his equity
portfolio to factors, and wonder about the added value of factor investing in his corporate
bond portfolio. To answer this question, we analyse a hypothetical multi-asset portfolio
containing 20% government bonds, 40% equities, 20% investment grade corporate bonds
and 20% high yield corporate bonds. In a traditional portfolio, all allocations are to the
market indices. Next, we test three alternative allocations, where we (1) allocate only the
equity portfolio to a multi-factor portfolio, (2) allocate only the corporate bond portfolios to
the multi-factor portfolios and (3) allocate both the equity and corporate bond portfolios to

multi-factor portfolios.

To evaluate the equity multi-factor portfolio, we use decile Size, Value and Momentum
portfolios from the website of Kenneth French®. The equity market factor is also obtained
from this source. Unfortunately, the website does not provide a Low-Risk factor, so we obtain
the return of the MSCI MinVol Index via Bloomberg instead. The government bond return

is the return on the Barclays 7-10yr US Treasury index. All these returns are in excess of the
1-month T-bill rate. Therefore, we add back the interest rate component to the corporate

bond indices and factor portfolios to compare the asset classes on an equal footing.

8http://mba.tuck.dartmouth.edu/
pages/faculty/ken.french/data_library.
html. See our academic paper for

details on the exact series used.



Figure 5: Sharpe ratios market and factor portfolios over the risk-free rate for
government bonds, investment grade (IG), high yield (HY) and equities
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Figure 6: Sharpe ratios multi-asset portfolios over the risk-free rate
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Corporate bond factor allocation pushes up the Sharpe ratio of a multi-asset portfolio |
Figure 5 shows the Sharpe ratio of the market and the multi-factor portfolio per asset

class. The improvements of the factor portfolios versus their respective market indices are
substantial, with Sharpe ratios increasing by 0.16 (IG), 0.28 (HY) and 0.26 (equities). Figure
6 shows the Sharpe ratio of the multi-asset portfolio and the three alternative portfolios.
Investing in the corporate bond multi-factor portfolios boosts the Sharpe ratio from 0.70

to 0.81. Investors that already allocate to the equity factors and decide to invest in the
corporate bond multi-factor portfolio too, see their Sharpe ratio grow from 0.89 to 0.97.

In both cases, the corporate bond factor allocation contributes almost 1% to the improved

return, while the volatility is virtually unchanged.
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Smart factor investing

So farin this note, we have analysed the benefits of factor investing following academic
conventions. However, Robeco research has shown that it is possible to improve upon these
results in two ways: (1) smarter factor definitions and (2) smarter portfolio construction

rules.

Using smarter factor definitions | To smarten the factor definitions, it is important

to understand the latent risks in each factor and to mitigate these risks if they are not
properly rewarded with higher returns. Moreover, since risk itself is unobservable and multi-
dimensional it is advisable to diversify across risk measures. We found that is especially
beneficial to expand the scope of the risk measures beyond bond market characteristics, and
use accounting and equity data as well. For instance for Low-Risk, we do not only control for
risk via rating and maturity, but also for the amount of leverage the company is taking on,
and how much risk its equity shows. To enhance Value, we do not only look at rating and
maturity to calculate the ‘fair’ credit spread, but also at company characteristics. Moreover,
we account for the nonlinear relationship between credit spreads and risks. Momentum has
the tendency to prefer high-risk securities to low-risk securities after a bull market, and vice
versa. In our models, we correct for this bias. Moreover, we use equity market information in

our Momentum definition.



Figure 7: Sharpe ratios generic and smart factor definitions investment grade
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Figure 8: Sharpe ratios generic and smart factor definitions high yield
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Sharpe ratios increase | Figure 7 (investment grade) and Figure 8 (high yield) show the
Sharpe ratios of the generic and smart factor definitions. In both universes and for all

factors, the Sharpe ratios improve, with most improvements ranging from 0.08 to 0.20.

The multi-factor (“Multi”) Sharpe ratio improves 0.08 in investment grade, and 0.111in

high yield. Clearly, by using smarter definitions, the benefits of factor investing increase.

14 | Smart Credit Investing: Harvesting Factor premiums



Smarter portfolio construction rules | Besides smarter factor definitions, the portfolio
construction rules can also be made smarter to enhance performance. Below we list some
examples:

1. Turnover can be reduced substantially by not immediately selling a bond once it no
longer belongs to the top decile. By postponing the sell, for example until the bond drops
out of the top 50%, investors can save costs. This requires a careful analysis, because the
trade-off between give-up in alpha and prevented transaction costs can be different for
different factors.

2. Inasingle-factor portfolio, one could easily go against other factor premiums.
Forinstance, in a Low-Risk portfolio, one could end up with safe but very expensive
bonds. To avoid this, one has to take other factors into account while constructing the
portfolio. In Robeco Conservative Credits, our Low-Risk Investment Grade strategy, we
also take Size, Value and Momentum into account, albeit with a smaller weight in the
overall model to maintain the Low-Risk profile.

3. Llarge sector and region bets should be prevented. For instance, in the second half of
2007, a generic Value strategy would have mainly bought financials as their credit
spreads widened, but in 2008 this would have led to a large drawdown. Limiting the
portfolio weight of a single sector prevents concentrated positions, and improves the

diversification of the portfolio.

Putting theory into practice: Robeco Global Multi-Factor Credits | Our findings are put into
practice in Robeco Global Multi-Factor Credits, a fund launched in

June 2015, which offers balanced exposure to the Low-Risk, Value, Momentum and Size
factors in the credit market. This global fund focuses on investment grade credits
denominated in USD, EUR and GBP. For more information, please refer to the Robeco

publication “Balanced exposure to factors in credits” (July 2015).



Conclusions

In this note we show strong empirical evidence for the existence of Size, Low-Risk, Value and
Momentum factor premiums in the corporate bond market. All factors have substantially
higher returns and Sharpe ratios than the market. The tracking errors, however, are
relatively large, highlighting the risk of underperforming the market over shorter investment
horizons. By investing in a multi-factor portfolio instead, which diversifies across the four
factors, the tracking error and drawdowns versus the market are reduced while the high
returns and Sharpe ratios are preserved. For investment grade, the Sharpe ratio increases
from 0.13 to 0.33 when investing in @ multi-factor portfolio instead of in the market index.

For high yield, the Sharpe ratio increases from 0.24 to 0.52.

In a multi-asset context, by allocating to corporate bond factors investors can improve the
Sharpe ratio by 0.1and their return by about 1%, regardless of whether they already allocate
to factors in their equity portfolio. Although these results are already strong, there is still
much to be gained by enhancing the investment process. This can be done by using smarter

factor definitions and by improving portfolio construction rules.

-\ s h

Patrick Houweling, PhD Jeroen van Zundert
Head Quantitative Quantitative Researcher
Credits Research &

Portfolio Manager
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and who satisfy certain other criteria provided under Section 304, Section 305 or any other applicable provision of the SFA and the subsidiary legislation enacted thereunder. You
should consider carefully whether the investment is suitable for you.

This document may contain projections or other forward looking statements regarding future events or future financial performance of countries, markets or companies and such
projection or forecast is not indicative of the future or likely performance of the Fund. Neither the Fund, its investment manager nor any of their associates, nor any director, officer

or employee accepts any liability whatsoever for any loss arising directly or indirectly from the use of this document. The information contained in this document, including any data,
projections and underlying assumptions are based upon certain assumptions, management forecasts and analysis of information available as at the date of this document and reflects
prevailing conditions and our views as of the date of the document, all of which are accordingly subject to change at any time without notice and the Fund and its investment manager
are under no obligation to notify you of any of these changes. Prospective investors should not view the past performance of the Fund or its investment manager as indicative of future
results.

Additional Information for investors with residence or seat in Shanghai

This material may not be copied or used with the public. This material is prepared by Robeco Investment Management Advisory (Shanghai) Limited Company (Robeco Shanghai for
short) and is only provided to the specific objects under the premise of confidentiality. This material must not be wholly or partially reproduced, distributed, circulated, disseminated,
published or disclosed, in any form and for any purpose, to any third party without prior approval from Robeco Shanghai. The information and/or analysis contained in this material
have been compiled or arrived at from sources believed to be reliable but Robeco Shanghai does not make any representation as to their accuracy, correctness, usefulness or
completeness and does not accept liability for any loss arising from the use hereof or the information and/or analysis contained herein. Neither Robeco Shanghai or its affiliates, nor
any of their directors, officers or employees shall assume any liability or responsibility for any direct or indirect loss or damage or any other consequence of any person acting or not
acting in reliance on the information contained herein. The information in this material may contain projections or other forward-looking statements regarding future events, targets,
management discipline or other expectations which involve assumptions, risks, and uncertainties and is only as current as of the date indicated. Based on this, there is no assurance
that such events will occur, and may be significantly different than that shown here, and we cannot guarantee that these statistics and the assumptions derived from the statistics will
reflect the market conditions that may be encountered or future performances of Robeco Shanghai. The information in this material is based on current market conditions, which will
fluctuate and may be superseded by subsequent market events or for other reasons. The information contained herein may not reflect the latest information on account of the changes
and Robeco Shanghai is not responsible for the updating of the material or the correction of inaccurate or missing information contained in the material. Robeco Shanghai has not yet
been registered as the private fund manager with the Asset Management Association of China. This material was prepared solely for informational purposes and does not constitute

a recommendation, professional advice, an offer, solicitation or an invitation by or on behalf of Robeco Shanghai to any person to buy or sell any product. This material should not be
viewed as a recommendation to buy or sell any investment products or to adopt any investment strategies. Nothing in this material constitutes investment, legal, accounting or tax
advice, or a representation that any investment or strategy is suitable or appropriate to your individual circumstances, or otherwise constitutes a personal recommendation to you.
Robeco Shanghai is a wholly foreign-owned enterprise established in accordance with the PRC laws, which enjoys independent civil rights and civil obligations. The statements of the
shareholders or affiliates in the material shall not be deemed to a promise or guarantee of the shareholders or affiliates of Robeco Shanghai, or be deemed to any obligations or
liabilities imposed to the shareholders or affiliates of Robeco Shanghai.

Additional Information for investors with residence or seat in Australia

This document is distributed in Australia by Robeco Hong Kong Limited (ARBN 156 512 659) (‘Robeco’) which is exempt from the requirement to hold an Australian financial services
licence under the Corporations Act 2001 (Cth) pursuant to ASIC Class Order 03/1103. Robeco is regulated by the Securities and Futures Commission under the laws of Hong Kong and
those laws may differ from Australian laws. This document is distributed only to “wholesale clients” as that term is defined under the Corporations Act 2001 (Cth). This document is not
for distribution or dissemination, directly or indirectly, to any other class of persons. It is being supplied to you solely for your information and may not be reproduced, forwarded to any
other person or published, in whole or in part, for any purpose. In New Zealand, this document is only available to wholesale investors within the meaning of clause 3(2) of Schedule 1
of the Financial Markets Conduct Act 2013 (‘FMCA’). This document is not for public distribution in Australia and New Zealand.

Additional Information for investors with residence or seat in the Dubai International Financial Centre (DIFC), United Arab Emirates

Robeco Institutional Asset Management B.V. (Dubai Office), Office 209, Level 2, Gate Village Building 7, Dubai International Financial Centre, Dubai, PO Box 482060, UAE. Robeco
Institutional Asset Management B.V. (Dubai office) is regulated by the Dubai Financial Services Authority (“DFSA”) and only deals with Professional Clients and does not deal with Retail
Clients as defined by the DFSA.

Additional Information for investors with residence or seat in Brazil

The fund may not be offered or sold to the public in Brazil. Accordingly, the fund has not been nor will be registered with the Brazilian Securities Commission - CVM nor have they
been submitted to the foregoing agency for approval. Documents relating to the fund, as well as the information contained therein, may not be supplied to the publicin Brazil, as the
offering of the fund is not a public offering of securities in Brazil, nor used in connection with any offer for subscription or sale of securities to the public in Brazil.

Additional Information for investors with residence or seat in Colombia

This document does not constitute a public offer in the Republic of Colombia. The offer of the fund is addressed to less than one hundred specifically identified investors. The fund may
not be promoted or marketed in Colombia or to Colombian residents, unless such promotion and marketing is made in compliance with Decree 2555 of 2010 and other applicable
rules and regulations related to the promotion of foreign funds in Colombia. The distribution of this document and the offering of [Shares] may be restricted in certain jurisdictions.
The information contained in this document is for general guidance only, and it is the responsibility of any person or persons in possession of this document and wishing to make
application for the fund to inform themselves of, and to observe, all applicable laws and regulations of any relevant jurisdiction. Prospective applicants for the fund should inform
themselves of any applicable legal requirements, exchange control regulations and applicable taxes in the countries of their respective citizenship, residence or domicile.

Additional Information for investors with residence or seat in Panama

The distribution of this fund and the offering of Shares may be restricted in certain jurisdictions. The above information is for general guidance only, and it is the responsibility of any
person or persons in possession of the prospectus of the fund and wishing to make application for Shares to inform themselves of, and to observe, all applicable laws and regulations
of any relevant jurisdiction. Prospective applicants for Shares should inform themselves as to legal requirements also applying and any applicable exchange control regulations and
applicable taxes in the countries of their respective citizenship, residence or domicile. This document does not constitute an offer or solicitation to any person in any jurisdiction in
which such offer or solicitation is not authorized or to any person to whom it would be unlawful to make such offer or solicitation.

Additional Information for investors with residence or seat in Peru
The fund has not been registered before the Superintendencia del Mercado de Valores (SMV) and are being placed by means of a private offer. SMV has not reviewed the information
provided to the investor. This document is only for the exclusive use of institutional investors in Peru and is not for public distribution.

Additional Information for investors with residence or seat in Uruguay

The sale of the fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627. The fund must not be offered or sold to the public in Uruguay, except in
circumstances which do not constitute a public offering or distribution under Uruguayan laws and regulations. The fund is not and will not be registered with the Financial Services
Superintendency of the Central Bank of Uruguay. The fund corresponds to investment funds that are not investment funds regulated by Uruguayan law 16,774 dated September 27,
1996, as amended.

Additional Information for US offshore investors

The Robeco Capital Growth Funds have not been registered under the United States Investment Company Act of 1940, as amended, nor the United States Securities Act of 1933, as
amended. None of the shares may be offered or sold, directly or indirectly in the United States or to any US Person. A US Person is defined as (a) any individual who is a citizen or
resident of the United States for federal income tax purposes; (b) a corporation, partnership or other entity created or organized under the laws of or existing in the United States; (c)
an estate or trust the income of which is subject to United States federal income tax regardless of whether such income is effectively connected with a United States trade or business.



