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Investnents This patent application clains the benefit
of priority under 35 U S.C. 119(e) of U S
Application Serial No. 60/804,269, filed June 8, 2006,
entitled "Continuously Ofered Guaranteed Mutual Fund
Wth Full And Permanent Allocation To Risky Market
I nvestnents,” which is hereby incorporated by
reference inits entirety. Field of the Invention The
i nvention described herein relates to interday pricing
of principal protected nmutual funds and, nore
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which can result in a low or zero allocation to the
desired risky WO 2007/146762 PCT/ US2007/ 070677 2

mar ket (with a correspondingly high allocation to | ess
ri sky fixed-inconme instrunments), SEC-registered

princi pal -protected cl osed-end funds have al so been in
dysld pedednteptiosome time. These funds suffer fromthe
same drawbacks as well, 5 including that they offer
uncer taé rnyangui dictyibpé dgisie e sitomderry grigipe of principal
contract ual

protected mutual funds and, more particularly, to a system and method for pricing
components that provide principal-protection and including such pricing in the daily

share price of the fund.

Background of the Invention

SEC-registered guaranteed mutual funds, sometimes known as principal
protected mutual funds, have existed since at least 2002, These funds suffer from
several drawbacks including that they are only available for purchase by investors
during an initial offering period (after which the fund is closed to new investors) and
that they employ a dynamic hedging strategy known as Counstant Proportion Portfolio

Insurance ("CPPI") which can result in a low or zero allocation to the desired risky
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redenption rights unlike in an open-ended nutual fund,
and, apart fromthe tine of the initial offering,

WO p00e34053 may not be able to purchase (or | atRCT/USBDTA70677

shares at a price that corresponds to the net asset
val ue of the fund. Known guaranteed nutual funds are
the beneficiary of a financial guarantee 10 froma
R Y et ed LiBaRsdiakyi Ashi tiddolh dhese gUsr aRt&a8Some
are provided in exchange for a fee that is determ ned
iRagdyance, Such guarantees do not suit funds whose

i nvestnent strategies mght cause the cost of the
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principal. 20 Su of the Invention |In accordance
with b“/%éb‘é@t*@%if mt“ﬁ@ PRYett |“‘6nﬂ’3&}fé"é‘é%‘f Sed Hapai puagntes
val uat i on ine is constructed to guarantee, on a
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be prOV|ded by a fund on a specified maturity date.

Trie® fagnigat is ¢ i@%l{nﬁgd B)p@?‘rd% e’:ﬁ)diédfuﬁiybfé(‘\hxgvpﬁgﬂuﬁ funds whose
traditional assets that correlate to a particular
BERERTRT KACEfe W 200 1a 676 2 HETEUSPO0 2 07TBT Fisngicanty
engi ne conprises a conputer having a processor and
dobrwarneds eodéceredutiagt puthes (Pitbdesd oftacTige (eode ivge
configured to quantify an aggregate net asset val ue of
tiherbabgers). ofindechevef GREL-prspdAvAYgiasrofutaece ur yeait chdages,in
calibrate a swap agreenent relative to any change in
ttivecdsericheratkedogratdnes coumranted datie precak nbiateilare dptsiiorio
agreenent in

new investors afier the initial offering period although redemptions are permitted.

Thercfore what is needed is a guaranteed mutual fund that can be continuously
offered to investors and remain folly invested in risky securities or strategies, while

offering investors an asswrance of a miniomum retun on their invested principal.

Summary of the Invention

In accordance with one aspect of the invention described herein, a valuation
engine is constructed to guarantee, on a daily basis, a minimum investment return that
is to be provided by a fund on a specified maturity date. The fund is of the open

ended type having traditional assets that correlate to a particular benchmark. The
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wW@pw7puibi sh the price.

5 regard to the ANAV on the current date, price a
share of the fund at the close of the current date

the swap agreenent as a hedge against declines in the
benchmark and utilizes the option agreenment as a hedge
agai nst any decline in the value of the fund bel ow
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t he V relative to.the ANAV on a rior date,. prjce
the Oy vip Bhetgnt Satals HeRa e B Sne g R koS Guigfds ies
each re-price uar ant ee contract t he ANAV nd. .
FE e e P G AR e B RRERE S et peale s §oflipe in
still another_ aspect of the invention, a .
é‘Eﬁ‘PﬁE‘JFé)E -ﬂ}e&ﬁ’i‘%‘i‘@g‘if g‘& SHEPHE LMy ERIVE OF theypturiydate. The

guarantee a mninmumreturn on a maturity date for an
IPHES SRS fempRted BK adiiasthe sfivationh e Bf V egrhd viding; thigtotal
an investnment strategy that tracks an objective

(98 ric AgrabeE . of THEstanding JanG et s e rrusreps ¢e &hgred date of such
conputer by responding to a data feed which includes
&OBPYaEondf the market on a daily basis with adjusts to
the 25 magnitude of a hedge provided by a swap

agr eehepinothen dspgat ofphe drvealtane @ rehvationZPEOAN hegperucted to
PCT/ US2007/ 070677 4 respectively, relative to a state
gharpuitee, iparakdaily bpsis appiniorung syestmentgetuei thef is ebspwapided by a
agreenent and the option agreenent based on the

adjturd fundrns hasuiith datepayrabovedbutehn hdve cofrettigas instpad cinfigurad
cl ass of shares in the fund by conmputing a net asset
vahumtify' MAXNAV of the assets of the fund as of a current date, re-price at least

one guarantee contract in view of changes in the ANAYV relative to the ANAV on a
prior date, price the fund at the close of the current date by adding each re-priced
guarantee contract to the ANAV, and publish the price for use on the current date.

In still another aspect of the invention, a computer-implemented method is
provided that can guarantee a minimum return on a maturity date for an investment in
an open-ended fund of the type having an investment strategy that tracks an objective
benchmark. The method operates on a programmed computer by responding to a data
feed which includes a state of the market on a daily basis with adjusts to the

magnitude of a hedge provided by a swap agreement and an option agreement,

The val uati on engi ne uRCT/UEME7/070677
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using the data in the state of the market data feed
and adding to the NAV the re-priced 5 swap and option

pricing step to a machine £onnected to the network as
a single price offering for the class of shares.
These and other aspects, features and advantages shal
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location to risky market 1nvestnment. Fig.
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at a Co n ou S ? f
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with 3’@?%8 33 %% oS R TR My B Sp ' SSRFGR R o
Low di agramill ustr r her det aj.l s of t.he

6?JVé‘“rV5t°if obF 850 pangggr %{ﬁ‘fvgléaﬁ%‘%a%‘ﬁ% © &RGFRe" s Aiseyspign of

ﬁﬁ %ﬂ%lnuou y offered nutual fund in accordance
%n%m gt Heht M¥CRe | nvention. WD 2007/ 146762

PCT/ US2007/ 070677 5 Fig. 6 is a conceptual diagram

illustrating the individual conponents of a fund

constructed and operated in accordance with the

ified Mepaiption af tedpneingligaie’y  reeval uation of the

cost of a guarantee for the fund, Fig. 7 is a graph

i |1 usticat itng copPt dparigtshi gt iR TR et ierh agutual

conpr ise a
fund with full allocation o risky market investment,

Fig. 2 is a concept diagram of the mechanics with respect o subsequent
investiment in the fund,

Fig. 3 is a network diagram illustrating an arrangement of hardware suitable
for implementing an embodiment of the invention,

Fig. 4 is a flow diagram illustrating active management of a contippously-
offered motual fond using a guarantee-valuation engine in accordance with general
principles of the invention.

Fig. 5 is a flow diagram illustrating further details of the operation of a
guarantee-vahiation engine operating upon a contimuously offered mutoal fund in

accordance with an embodiment of the invention.

and communi cating the result of tP&r/US2007/070677
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5 fund constructed and operated in accordance with the
i nvention. Detailed Description of Certain Enbodi nents

w@Roorhes7bnvent i on By way of overview and i ntr ORPCEUS29A7/070677

the present invention provisles a guarantee val uation
engi ne which can be configured to calibrate a m ni mum
return 10 guarantee agai nst the aggregate net asset
val uerf ¢ theodab it hapah assetise OF imifidRdedd RAbnd 8t 4 Qna
say, the ANAV) in view of any changes in the daily

BEKGLed THE §RGEAICIORELALES Wi 63l hbLaLe BWaRsnand daily
puts relative to a benchmark while the fund can remain
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In this way, the guarantee valuation engine permts
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financial guarantee held by the fund such that it is

subject to daily re-pricing in view of the ANAV. The

re-pri.ging.i.s reflected in th ri of.a share in
il TeSChyngion gt Pk SELESpPE R Ered by b

i nclusi on of .an am)untdt.hat takeshi nt o account any ..
chang8¥ V& Q6stete RBY JUL U e, DO HTSFHLVEYgn provides a
conmencenent of the fund when the Quar 'Bt ee and its
EEHAYCH éi?qs?tioflﬁglﬂ‘éé‘ﬁ“#’e%a? | O8HEY® *ﬂn?@ Bffab PEgMpHprewm
provi der of the financial guarantee to provide a
SUAPHAT BRI hYe AeExgaa feh gsseteratie of thdradisipnalapssit 6 g frprb(that
fund to remain open to new investors. The ability to
& Pishe et ANAND incdew of anyirdanges Bidht dajky naskess The ¢giiepreraes
that is only 25 contingently payable on a future

R £ brats swiaps angh #4ts pelativedfjagieaetineark phde gheafah eaerepgn fully
2007/ 146762 PCT/ US2007/ 070677 6 itself is a conponent
tilvgstednin FPPPIAWE ith dnvigemert jtageyp dih this wanghe gearptiee vediatien
of the fund at the maturity date in order to satisfy
tehging gemugtsghvestoes usubsatibe and gedgemn thG0Yespectivelpasigens at any
principal invested on the maturity date). However, the
ftinteuduaring ethe) guapint¢ehperiofluwtlilea havtidge thedtenefittof thlaenimsmneturn
known, and so the guarantee conponent is unknown.
guarantee. This is accomplished by structuring the financial guarantee held by the

fund such that it is subject to daily re-pricing in view of the ANAV. The re-pricing is
reflected in the price of a share in the fund, the net asset value (NAV)/share, by the
inclusion of an amount that takes into account any changes in cost of the guarantee,
since the commencement of the fund when the guarantee and its terms had first been
established. This enables the provider of the financial guarantee to provide a
guarantee under existing terms, thereby allowing the fund to remain open to new
investors.

The ability to arrive at a price for the present value of a guarantee that is only

contingently payable on a future maturity date has been enigmatic. The guarantee
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5 1f the present value of the guarantee is unknown, it
cannot be conputed to include in the NAV of the fund.

the initial offering to a defined set of inventors,
but has not been avail able thereafter. However, the
guar antee val uati on engine of the present invention
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swap agreerrent %ﬁts now being 20 held. Al's
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of how much time remains until the guarantee cones
Gad, drankaryeent fed neanypencymepit and pay ssfledptipnjofrthe guarantee

mar ket, the price of swap agreenents and puts agai nst
©hbgaighd The 'irwwﬂhaéﬁﬂt%lnﬂ@fl¢ tthe fupdhdvedn AlWe¥ ghat is the sum

factors. The swap agreenent referred to herein is a

fof thenpirket vabietof gach sunlaassply @vihaledntd. ofhe QBrankps ipEx proricthe
paynment of agreed anpbunts to a counterparty versus
pesdpgtinghted v haid dxsaNDaREDT) B46Y 6 PheP@IYelUS2ATFOTYOREE DT any
7 based paynent to the swap hol der upon term nation of
tghen sarg ps, aigpae rEwmictiol hethp upgregaty eduresftthe eddetiangbastass of the
herein is a financial contract that provides for the
ifumdt il@he fyrelygnemnt tholuglafurgr @baripti@n fonexaaipdy) shen deeduptantee
of an ampbunt based on the NAV of the

valuation engine operates to purchase additional swap agreement rights. On the other

hand, if subscribers redeem shares, the guarantee amount is reduced and the guarantee
valuation engine operates to liquidate a portion of swap agreement rights now being
held. Also, the value of the guarantee on any given date is a function of how much
time remains until the guarantee comes due, namely, the maturity date. In an efficient
market, the price of swap agreements and puts against the fund’s investments reflects
both of these factors.

The swap agreement referred to herein is a financial contract that provides for

the periodic payment of agreed amounts to a counterparty versus receipt of an index-

correct fund pricing is avaPCHEE®0H070677



10

15

20

25

fund at expiration. 5 Referring nowto Figures 1 and
2, concept diagrans illustrate the role and operation

w@R00d/1¢1762 ant eed nmutual fund with full all ocatP@rU$2907/070677

ri sky market investnments (the "fund") 14. In Figure
1, the fund 14 sells shares to investors 20 at
prevailing NAV 16. The fund enters into a guarantee
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provider versus periodic receipt of fixed fees 21. The
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underlying market 26. In 2, the guarantee
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s@ﬁ%ﬁ ﬁ%ﬁceptlon (The adj ustnent anount 14 may al so

be Ch % n%{]ﬁeo%xfﬁ Ig)ng%ut%s %ugl{def CL%P g? B@&%ﬂ s Altugeidfe" ¢ ?Q qglg and

val ue cial guarante e guarantee 1s

her t (%lgr ed%}]l%%. gd I% tua C[ %Rﬁ pa?]ﬁc:ﬁ%n)to I'ISH(I a%m? VeStl’Il%]%tS

e ca 1 ON O € het as
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#ﬂng ?P cconnndates nem1|nve%? '%, at an NAV 2 1
YL’J F‘i’%&“ AP A SHETARPT Qontiag 19 e gﬂﬁ‘é?sélfﬁné%conﬂﬂ*?&y 8
fund nmakes additi onal lnvestne ts %ﬁsa} %?% rket 26

95 Pt rreviderd iV‘irF‘ﬁnB‘frloél‘a?s FFeogt @ rfB‘FQt e pvests
i nvestors 22. 20 Fig. is, a network diagram

iSPstratipliy ?‘Untjs ésﬁ%ts ar rlgrﬁl@fe tyigg npgkegiwar 4 Ftga fhe guarantee
SU|tabIe for | ementi ng an enbodi ment of the

iPFRVEISE 118 rre- pnﬁ@ riasagteg gdr ot adlaily Rroughd coBPYEISHI EByim
of a host server 310, such as a web server that .
piystngas ameyhnkt thay reflectsothgi dwpgnin @Hce|of dht Sa@pieH sice
320 across a network 330. The client nachines are
irceptidy  (Hgesjwstmenpaimonntc &h niasiclliedee chrgdoirgedilas a surrender
trustees, broker 25 dealers, institutions, and the
Ichige oiGommendsir value derghofieanciahguapantagof e gapraniss isrtruethged as
WD 2007/ 146762 PCT/ US2007/ 070677 8 of a variety of
@omsenneeqmréicy.j dihrsensouanid irfobrdml mothe eal¢ulaifontoli hepreeseattvalue
invention. As a non-limting exanple, comunications
oamhedofnby Becguaenee medddroifsinoveses TePgUaPintee by the necessary

additional amount 23 and the fund 14 accommodates new investors 22 at an NAV 24
that reflect the current price of the guarantee. The fund makes additional investments
27 in the market 26 using the additional cash 28 generated from the new investors 22.

Fig. 3 is a network diagram illustrating one arvangement of hardware that is
suitable for implementing an embodiment of the invention. The fund is operated
through the auaspices of a host server 310, such as a web server that provides
connectivity to distributed client machines 320 across a network 330, The client
machines are used by investors which can inclode individuals, trustees, broker-

dealers, institutions, and the ke, Comumunications over the network can assurse any
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The client machi nes can operate on a variety of
pl atfornms, such as one of the variants of the

wWORwdo¥eEe6s brand operating system from M cr osoPE€T/US2007/070677

Cor poration of Rednond, 5 WAshington, or ripple
Comput er of Cupertino, California, or sone other
operating system The network can conprise conmuter
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clients and servers. The host server 310 is preferably

GORTLL; ¢ALE ¥&! c¥m %8&&@ ched an&‘, Eyﬁt@ﬁ{n\ Hn SEEMEIShe variants
behind a firewall, such as app I cation server(s) 340.
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redenption, and other data as is custonar in
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utilizes nmarket data 20 retrieved from standard
SHUtCESWich® A3UBIVoHBEE GoENF Relitcel e PHEA AT G HALI'ORT
can be retrieved electronically over the network 330
PRERSIV 87 GUXIHAL WOHTSt SAnagHPER Bipaionglgy| eepips| e mole of
illustrated in Fig. 3 as market data host 370. The
feawbecpeintor §gde that gt odet dronsd e onvitthed dppl peatiitoh accounts
server 340 and over the network so as to execute
traadased abankaosetheranstorticox (igtidige penwibbt orsitie clients 320).
subscri be or redeem shares in the fund, 25 Such
rrangesecard drarplagnentiet astong derdermy éfil ihon alenglec harnge:rs,
server such as server WO 2007/146762 PCT/ US2007/ 070677
Bhedr BspeCive shrreilddigs nang sthorsict anshdbBocoppdxivekel to augment or
br oker - deal er services to the fund, and

establish a subscription in the fund, any settlement amounts due as a3 result of a

redemption, and cther data as is customary in the field

The guarantee valuation engine {"(GVE") code 360 utilizes market data
retrieved from standard sources such as Bloomberg and Reuters. The information can
be retrieved electronically over the network 330 from various data hosts, which are
collectively illastrated in Fig. 3 as market data host 370, The fund can issue
instructions from the application server 340 and over the network so as 1o execute
trades that cause new or existing investors to subscribe or redeem shares in the fund,

Such changes are implemented using a conventional exchange server such as server



in that situation the exchange server 380 can be
associated with a particular investor. Trades can be

WO piovirat7ed i n view of instructions from clientPCEURINES70677
320 that are processed by ¢ he host or application
servers. Trades also can be initiated in response 5 to
a trading strategy or algorithmthat the fund is
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guaranteed mnimumreturn is provided by a guarantor
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Rl Q%{ bb rﬁlhﬁg@ At @Ic'wogismgi%&tigﬁs Ebl% fﬂéﬁﬁlﬂadﬁﬁjsf%“()-@% are
guarantor Can have 10 a server 390, as iIllustrated,

%9(%@&@& B\alﬂe Ltyuci RGHS %rxregs tﬂ‘?da@%k!»‘@&&b@%@lu\’@&h& pesponse

cts an pays ren i un- ns, as appropriate,

5 gegergdance w.th \a 'Zlﬁmﬁneg}@?mé’frungh?em@&iﬂ{g%@t&@ e?ﬁ Jmae% ?m,
novenent s 1 [t m ni shin unti
QQS maturity date The guarantee contracts can
conpri se an |nsurance pollcy smap agreenent put

agr ee?FG 03{3'{1‘ %mee% 1}%@%1‘3\.111 ﬁlflufﬁ is :ﬁa}\i%ﬂ }?‘P/at QF. I“Eiﬁl(r)YUCE’HCE 6? some

t he guaran

uarant ee contract fl oat a
Efé‘ﬁ‘&%ﬁ%"r“k“”ég‘ﬁu Geeh T Rt e D P§‘>'né'%§€‘il e‘?} “di e
si ze he fund.. Periodic nts . ar
é%‘ﬁ‘&‘g;fﬁ Bt iﬁ“‘ﬁé‘?‘? CESEE h%‘P ‘é%‘ge f‘ﬁ*@t“"*‘;f‘ﬁ a heag“g‘iﬁ‘ﬁ?’éﬁ%“é@dﬁ
n1n|nunhreturn is ensured during the course of the
10 GusFanted ‘15épF%‘d"efio?‘méf”ﬁ“a‘t”i“éﬂal“‘Wﬁi@@t“‘ P Bgwork 330 which
determined daily, and adjusted at | east perlodlcally
&ALPCOTYE BHEfEPrabry. garPyorpieferaiiyiict Rehgliaratted the
20 contract is arranged such that it provides evidence
GRAUEREe GUHPEh B CReHbin thy yraget. prolimeeshingrtag i gie maturity

fulfill its financial obligations under the guarantee
cont fae fuarRBfeaIORitaig (TOWIIDILR] (gSusuinghpbigy, e a@uBngvdat
360 is illustrated in connection wth a flow di agram

ettt ast qeatbewtiae theyet.i Tiveragenent thofuganice contract is such
conti nuously-offered mnutual fund in accordance with
15  ome texeipl drie enbodinantragfiiopheviinsientdsan .z ndoess a@bnst
400 shows the steps that can be taken by a fund 14 in
neagha §pnd iprkemaicgalnd greof e atf elg, fud0 2OQAILAGHORs are made o
PCT/ US2007/ 070677 10
satisfy both parties to the contract that a guaranteed miniraum refurn is ensured during
the course of the guarantes period for a rational market price, determined daily, and
adjusted at least periodically and moxe preferably daily. Preferably, the guarantee
20  contract is arvanged such that it provides evidence of the goarantor's ability to provide
credit to fulfill its financial obligations under the guarantee contract.
Referring now to Figs. 1 and 4, the GVE code 360 is illustrated in connection
with a flow diagram that illusirates active management of a continuously-offered

mutual fund in accordance with one exemplary embodiment of the invention, Process

25 400 shows the sieps that can be taken by a fund 14 in roanaging a principal-protected,
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GVE code. The fund 14 is offered by way of a

WEe@3pers2us to i nvestors 2.0 and identifies theCT/US2007/070677

i nvestnment strategy and attbendant risks, in a
conventional manner, as well as a guaranteed m ni mum
return on a maturity date that is available to all

IopMESL 8 FuldsiRadd QfideD8inhiunid aff @V 08ie. THOURSLCTH DbNBed
i nvestors respond to the offerlng to purchase shares

i) BayCONY @RIshRAAR 1o (FRBAEY 70 aRd;AependhbNgh @Rt Resategy and
response to the subscription offering, the fund

%Qﬁﬂﬁ&ﬁﬁixQ@a@mﬁ@&ﬂﬁ@&ﬁﬁﬁﬁ%aQ@%Ea@&génﬁ@&ﬁ%%%nﬁh;annnon
NAV/ share, say $12..50/share, as 1ndicated at bl ock

"ioﬁm} IEIV ﬂ?& Oﬁé %r %aﬁ%%g' "y ﬁ?ﬂa%%&’f Bﬁh@}ftﬁg Dk @ﬂ%;‘?ng,

or a har es accepte e comencenent

%@h%hbﬁg a ngssieg%nélttg gi{ljeggt er QD guLcha%lA\\)ar%gm ‘ye% donal
1
%hzmge; 5 rqrsend ey © x% tgg t;g\gs se % 91% SLQQ 1p919£t1 (%) fenPg e jiémd

ares ‘are ors, “as i ndica

i.OiFHHSﬂ %8?! a Cor lﬁiegceﬂleﬁt (?un%ﬁerpgill E%L?Ier I‘Vr’lfgiglgﬁl %’}g%} )'\har
y is coIIected 16 for t he shares

§ﬁ§§%§L%B%N$ %by each investor 15 at the NAY on the

conmepcenent da indi cated a

fund TASTHEA™ ‘i“ﬁﬁﬂ ‘é?ﬁ% it %[d ‘? é“%‘i“}éaﬁ%%"gr“ésih ljé%ﬁ ‘*bf‘%ﬁ”é dﬁégiﬁ‘i
25 received fromthe investors to make | nvestnent

Shdhs STPEEYFIEY ‘?&*ﬁ/e‘ét“i‘qﬁ‘gj“‘éinﬁ Keckat Wg 4t ‘r‘*ét@éfﬁ‘@% 8 f‘ﬁn“‘“
particul ar, as indicated at block 425, the fund
PRTESEE fHedeam dies NAY euibeieadior figl f‘PfP‘P‘ﬁ%nfm #f ditg g
i nvestnent strategy, |ess fees. Typically,
ISAVESIORERCOs tThathegy arsiswied P ireyird 28 odgapeé ﬁfciﬁﬂvér W3y the
so that fund performance can be objectively gauged. In
ol eyl ey, dirchigy fPomdougbnwesegey swhorsitysodaryta(s) o
track novenent of the benchmark "the Standard & Poors
50@ker hpdeke). hipntiols dbhgtadnié feate sisrockigscased théy icadarvdstr
t he sane general proportions. Such a fund can be

raha ety pasei owelnencdoropudhe.ias istidated aekpelct 8l Tle that &4 den
portfolio turnover rate that correlates with that of
litglemade rilsyitngsoe neingahk caMO 2 QN A 662 the investors to make
PCT/ US2007/ 070677 11

investinents and satisfy its investing and trading strategies. In particular, as indicated
at block 425, the fund invests the cash 25 in equities in fulfillment of its investment
strategy, less fees. Typically, the investment strategy is with regard to a benchmark
so that fund performance can be objectively gauged. In opne embodiment, the fumd
invests its cash so as to track movement of the benchmark "the Standard & Poors 500
Index” by holding the same stocks as the index in the same general proportions. Such
a fund can be managed passively, though is still expected to have a portfolio turnover

rate that correlates with that of its underlying benchmark.
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W@2000n46762 0 val ue.

As an illustration, on Day 3, an investor decides to
purchase additional units and the swap agreenent has

traditional assets per shane is now $11 and the swap
agreenent is worth $1. The NAV per share is now $12.
If an investor subscribes to a single share at this

time, Apha itskchtidn, BE Dap\seah ledidt debrB ol RiAdHasAGRIRIoRalaM s
$1 will be paid fo the swap counterparty for an

2 AE HRMEHAHor SRR MR ot nonTHES vatde WLEPs BunEMRE R €k of the
returned to the fund in the daily settl enent anount

ru%hl%han gshstatg pEIhs?la@qglllJv&'/ gnaalnds a a%ﬂeelﬁa{t shasads @ rﬁle NAV

in cash fund (Tor reduce earlier

?er § gf/é‘ il gé\)/ $1i\|efftan 11%/%§t bg(,lPI%ES o es Qre%ft tlﬁ%e $11 will

| tional assets per are | s the
IR et e REMTTAEL %”%V*Of -

tlrlilclrer?,‘:‘eiltarirg]’)vi:\};$ %nzl hlS $€w11 hep Mﬁrﬁ&ﬁgell rr]ett rrné‘(gj fo t%o nd 11? %hs ecfaﬁy

gg &rntounttr\é\fgp %%Né) ptlﬁ% %(b %Oélﬁﬁ%wa}f umtdpglr%hﬁ &gd I“S/ﬁ Ibg held in
3%512 d el feﬂgcer%&??fa 'baﬁzwms%ar R La'ﬁsélh%ﬁﬁ%téﬁ%x@w e
pdiprd aw%q‘s’ pebred: SIRand s ap SeRPIGH Pt S adts NAV pe

consl der the val ue of the traditional assets per

Shair & ney pid;i df a%TYesé‘P’f&u'?ﬁl’?Eb%ﬂéﬁ SH’élee%‘ﬁ‘Eﬁ‘f g Sk ik be
$1. The NAV per share is again $12, but if an

iipvgeied o trﬁ@a@@ﬂrgsssts A gilewdlhbs Baigbytthe §WaR Auntagaatty oy po
be liquidated in traditional assets and $1 will be
pReremanal £ hiep wikia o hésotlritidlbg dmmpdiptsly retencd &jie £ Washeoupterparty
swap units. This $1 will be inmmediately returned to
tilhghelain sesdqmeant gmpynt reledingp (Re addwiondl swvep unignwghased and the
relating to the swap unit liquidated and $1 will be
erdr widke doyyw tthre incfemedtal B1 geqiated tto cowiplejely &yndt ire purchase of
i nvestor at the published NAV on the current date.
Biaditibeal hssetswhen t he val ue of the traditional assets

per share is $12 and the swap agreenent is worth

negat Ay enther illheralidy/ agein cohade thes vaidel ofathe taditioml estesrper
redeem ng 25 a single share at this point in tinme wll
chais as $didg $01 bel the guiaplagreemém beingdidrihdilaThadet per Mhde is
2007/ 146762 PCT/ US2007/ 070677

again $12, but if an investor redeems a single share at this time, $11 will be liquidated
in traditional assets and $1 will be paid by the swap counterparty for the reduction in
swap units. This $1 will be immediately returned to the counterparty in the daily
settlement amount relating to the swap unit liquidated and $1 will be borrowed by the
fund in order to fully pay the investor at the published NAV on the current date.
Similarly, when the value of the traditional assets per share is $12 and the swap
agreement is worth negative $1, the NAV per share is $11 and an investor redeeming

a single share at this point in time will cause $12 to be liquidated in traditional assets,

Let's assune that the val uePCrf/Us10a7/070677
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12 with $1 being paid to the swap counterparty in view
of the reduction in swap units. This $1 will be

WO pivedicszl y returned to the fund in the dail yPCT/US2007/070677

settlenent anmount relating2to the swap unit
liquidated and the fund will hold $1 in cash. Unlike
ot her funds, the GVE code 360 operates to protect the
fodinl 91- H)J‘ﬁ/geﬁatl@d) th® s B&inRMparQfin tvite, bime r&dﬁct‘i&h in swap units.

calibrating the notional anmount covered by t

AHAT SNLEER be GRIMHARDS rdt@n&P RS HeNRhE 11Y\"tﬁehd§1@eseﬁi¥ﬁ&\4nﬂ Bmount
the fund on any given date. In this way, & m ni num

r&&tﬂ{gﬂo tHe s@ap Qﬁ?hid&@ed%ﬁ el thyd JAERIEGNnREHYUar ant eed.
Thus,” in one nbodi nent, investors can be guaranteed

a ret %Pkength%ref?ﬁdst %%‘J‘éqgﬂ@§6d 'ra[tes' t@' ?}t@ét the full 1nvested

i nvest nent ore managenent T e mat Ul‘

%ﬁf]&gal ]0? tlét fu}% ¥ E é} &ytatltng ?he%/o%oﬁzg %3%81% (lgrls,d h}?ﬂtshe Lgélaran%ee

e the guaran ontrac e (o]}
d%ﬁt?acgfto%hoerdm% 1thctﬁ‘ RIrAQ; 1nq Fu% Blaﬁ § Vgrr;] dalltg I }n t%ls way, a
ofoa un1so as stapli sh-a price on
re fter callbr |on of .t he
ml%?“ il nér&“‘@o%ra %’8%15%% mr%t““t% g‘até\féhs%eo ‘%63 fidex [Pe 10 One
ock 435) a (bl ock 4

ﬁ%ﬁdl& TG coh gt Tecd 2 BER 1P oy i DG TR il
The 15 result of calipratign is that the fund has paid
‘H@ﬁHEP% é?“%%%ﬁ?h %PnﬁﬁgmﬁﬁpVa@?ed a return on
previously paid prem uns in response to changes in the
ANAV, As BloRk fR%tthe BYE J0Arartcsdo cYibra e JUarag s Certicly On
t he present ANAV and such that prem uns to guarantee
thfecapaeiceeyy daerpfnfienendy GRIPrasiontaRBIPHERS (AN inijiabipryaeat ef a
rationally related to the present state of the
PEIN BN SO pptoTasigBlishtarpice PR dejcagmsAcensat ddmElsecafiemnealipetion
of the fund 14 (day "1") establishes a
iof (s @ prantepeapreisesetdinRibeC VAS 08 taliage the pwarf (btogk d8heand puts
princi pal -protected funds, however, the fund 14 is
flelb¢ly440miresncerdanas vatd ¢aleudatioh arodply asdradritied guither bgdow. The
faithfully execute an investnent strategy such as
tresalt lof pagibeatior imctharethdfund daspaid Mbineremental @emidays, hasvedlested
nont hs and years go by toward the maturity date of the
A5etguagramtdeysly prid pileoiiisn2i0 res@onsd ity elshgorin gAY, sdehithiat
positions and new i nvestors 22 can

the guarantee contract is scaled to the present ANAV and such that premiums to

guarantee the specified minimum return on the maturity date are rationally related to
the present state of the market.

Thus, the offering on the commencement date of the fund 14 (day “17)
establishes a principal-protected fund. As a departure from other principal-protected
funds, however, the fund 14 is fully invested in equities thereby enabling it to
faithfully execute an investment strategy such as tracking a benchmark index.
Moreover, as days, weeks, months and years go by toward the maturity date of the

guarantee, investors 20 can divest or augment their positions and new investors 22 can
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whil e having the protection of a guarantee scaled to

w0 b@74ad4761 ed notional amoutnt of the fund, the€T/US2007/070677

scal ed to the nunber of shases presently outstanding
times the NAV/share on the offering date. Cenerally,

at bl ocks 445-475, the managenent of the fund 14
E&iﬁQE@ﬂﬁldoﬂl whils URGR et prRYi$on ¥ & Budldhby sl BrBd abred
y the GVE code 360, to account for any redenptions,

Bfid e amDURE OF IR IFQMIS tha@lis, CRARIGS thd nhiliBerv 8t W&l plefiiay
fund due to market fluctuations. More speC|f|caI?y

30 eaWhihd i€ BF RNGHHARVGL Be bitlde ddte@Nd 4, at bl ock 445

the software executing on the application server

det . :
eter @eﬁeﬁw{aggf&gﬁsngmﬁ, %Vﬁaﬁgsﬂ(ﬁw the: ﬁmﬁgﬂe{g{?}&éeﬁﬁ on

requests s investor not ed above,
I [ regu S . j d, 40 ngl’
SEATERL R, ST S0 PBBRNRP o TV BRE" 0P of Aot By
al n 0 nicate t el ephon the
REDR O, R TGRS s S PORARe BF y B s o e
EpdenPtion request identifies the tradi ng account

i

SN to redeem shares and the number of shares
and a terns the transacti on sych as 15 |l.im
o alog Seiiedll dndryil RRRERE el B Aanducrpbas e
name, the nane %f tqe fund 14, the acc un%gngpbe ,
PREVER SFEUENE Fbif APPLSATANErED A g yiney é@ﬁg‘ar,t HdagQaeen any

further include the signature of al|l sharehol ders on
drflenplonavesy Peierpiq dMvedaiiests pAs AROVEr GO TRYpPess
conmput er or the server runnin the GVE code 360 or in
¢ AeRERisHedior the SUWH sPREH REouBl aingeyrk fspfthgs g Internet,
I nvestor 20 account associated with the redenption
begRlestan da oMy aisaeE bytelapbongPr ofeeBersagingrpefiug nog ey Eiag
fromthe investor account that substantially

ov st sisueidredt oA tredempéipm rdquest ideatiiessthe itiadipg ppgpupyf desiring to
nunber of shares or dollar anount to redeem The
cosieputsbares pkthe guinhgtaf sbueomsl aydernsaarstde arappeeon such as a
transfer request to credit the investor's account,
dimghpras, and pegferably udentiBepuhé stiagehphler'yprapciu g nafne ohghe fund 14,
i nteger nunber of shares and the

the account number, the share or dollar amount to be redeemed, and can further

include the signature of all shareholders on an account.

A redemption request can be processed by a computer or the server running
the GVE code 360 or in communication with such machine by identifying an investor
account associated with the redemption request and disassociating an integer number
of shares from the investor account that substantially corresponds to the remption
request in terms of number of shares or dollar amount to redeem. The computer
issues instructions that cause a money transfer request to credit the investor's account,

such as in an amount equal to the product of the integer number of shares and the
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WD 2007/ 146762 PCT/ US2007/ 070677 14 price, |ess any
managenent fee. The software updates its records to

WwWORi02/144792 prem uns received from cali brati on BET/US2007/070677

out st andi ng guarantee contnacts. In the event that
there have been no redenption requests submtted, the
sof tware next checks whether there have been any

PHBS ClbdsPhdyO Mah LAMEHt foe SUPKHE (&R Yipddese it $doRB @ ndi®Wny
i nvestors 22, at bl ock 450. Subscrl ption requests can

%%‘enﬁ{?ﬁm&@é&éﬁ 86k bRtk n SATR IR uaPSited cHRABAPE I ON
request, and identify the trading account and the

amount, {R E\Q:ﬁ@ﬁ{at thefre 1Y BedhONE r&ﬁ%tléﬁj b&ﬁl@étptshlgﬂltted the
requests, then the software handl es that event

%{E\?at(rﬁ hby Cﬂ&fg gfﬁgtg&btﬁ&e ﬁ?\%vt%eé] ang%&? %bxpﬁ,gﬁﬁés{s lprh(t’t%ﬁ By

roug y 1SsuUi Ng shares in exc nge For 't

SAoe ‘”Eah%@%%@ﬁ% het E@?ﬁ‘lo“éeﬁ o oaBlechfibn 0 MY be
icgﬁs. heg At RGP RIS b OB Rogp L KERET R “ien? il e
R fode 360 cal  Malos e gueranteq Lo oLl
g t"m%%f* et S dspeiaf ugﬁd RO et By ks
a2 Sl ppitine age?ﬁagxclhg R R e%?%@%ﬂ@i%ogna&e

the investor is processed by first |dent|f %

PR LRSF SBue QimY %‘s%‘tﬁjc%t"é"&s%gt fhetqaeh %6%??}"6& FQS‘P] the new
request (e.g., in the data base 350) which has cash
fimyiestPin 2240 Friake aqdifiqnRkinFqyHEENISTEHAPNS AN Withe B rading eegy of
shares is associated with the investor account as a
fthenfend. o hhof VEHeINAQP etibiatea thegmpeantes pmaiptaimgyagpnization of
nunber of shares is always | ess than the anount of
¢hesgrapaied coptragh withélep pfiopdamonppisthe fundthieaggreRaie aet asset
there are guarantee costs and typically managenent

fvelas cdigthe weshll of Al finmgeintenta moive held dyudstfung oprhat @adent tay,
transfer cash fromthe subscribing investor in order
iz ludingohy addironghsanre sulandpttons)cal i br at e t he guar ant ee
contract(s). If there are no further subscription

r equedhss, a tubseripgioh esfuesdt by redeveator Blpoekssddby fist identifying an

investor account associated with the subscription request (e.g., in the data base 350)
which has cash for investment in the fund. Then, an integer number of shares is
associated with the investor account as a function of the NAV on that date. The
integer number of shares is always less than the amount of cash paid in divided by the
NAV/share price since there are guarantee costs and typically management fees as
well. A fund transfer request is initiated to transfer cash from the subscribing investor
in order to to pay for shares and to calibrate the guarantee contract(s).

If there are no further subscription requests, then a test is made at block 455 to

determine whether there has been a value change. A value change —which is typical
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wWERD/W826D7/ 070677 15 fromtrading day to traelTgS2007/070677

day-is processed by the GVEscode by accessing market
data provided by server(s) 370 and perform ng
calibrations to set the guarantee in synchronization

oD AGY @gab eralial d@asgtpry@hgé@ bPkhel (PE IcB¥ES) AREL e MRtk

by the fund in view of the respective closing prices

Qhtal }H6vilQA %’ BG9er@N 39 akd ?Elﬁghﬁ}% Sai¥rationsRef RF tHeNaAgRE Mn
to bl ock 445,

fromtine to tine an investor can redeem

%lncﬁfﬁ'n{zlaf%h Wth Qé%re Jafe I{t]:'t s valRlof kAViERdARAL Heﬂi IS)J"tﬁe fuHadn
a he NAV cal cul ated for the date on which

rv?e‘{i%fﬂﬁé gjekt?ve $ gp%gjs f the ?dln sfon%art ﬁ%ﬂ?&%f L

request provi tot S servers

speci 1%%11%;1@@{ loﬁy%ﬁe ?rrﬁ)'m?‘ tllnl qg't% &6, n%g é&wb\én Beem a

i ndi cate e investor's

%ﬁ%ﬁ r(‘)% aﬁ ¥ hix thls Mo %Ert 1g\gzst&ne%1pin tge {uﬁe gtet){n%ﬁ c%i:j ed:fgrs é‘ Qate on
pr e | gu{eldgrpgt?o&ld tol\{p m%dr:l ?}glnp A3 reg eVtgon drgquest 1|?,| pli(:())%l%lél(ﬁ to the

dat e t he ntee. .In.the

E‘g‘ﬁlg{r%)e{r%/%% & g d BHm]P% rfﬁf‘fﬁ? |1S(9 uidated %tfelylgﬁte as 1n%1categ at
h h d |
E 360
ik 3R edve ey GRE SHRERAOHPIGAI Y B Hpe realized from

uarantee contract with the aggregate net asset valu

& Teffnption, B DR e PUmbes S8 SRR ORI WS%rﬁ@mPtlon
fund on that tradi ng day, after reducing the nunber
Senghyieccrinsanaibitaty dete whicl i3y lnob‘?"ﬂtcllfg YidHBapaBiey date
made that da In the event that the redenption occurs
©h thergargaiegr ?{It the gaens tht theHadeipsion it et on thdymajuppedatepf the
will receive no |less than a specified mninmmreturn
@narpifee, i theni ghe  (AR/ shider 3600i galdueter ddnc guaninids tthe maintain
prospectus offering (e.g., as in the exanple above, 20
358 aizatigreof thietguatantRAWdtagr with thef agehrgatoencf arsataradee of the
the fund or possibly its benchmark have not i ncreased
ootelr oftahlengpsanearst wev jdd bp thesiondien that ahdihgdst, afreraedudme the
mnimumreturn, then a call is nade against the
quabanif skearesorntstaading aoa resalr piahd yedéropticas gradnthat dag.
investor's return in accordance with the contract, as
i ndi cat @d eadnt Haothk redemption occurs on the maturity date of the guarantee,

the investor will receive no less than a specified minimum return on the initial
NAV/share, in accordance with the prospectus offering (e.g., as in the example above,
150% of the initial NAV/share). If the performance of the fund or possibly its
benchmark have not increased over the guarantee period so as to at least meet the
minimum return, then a call is made against the guarantee contract counterparty to
augment the investor’s return in accordance with the contract, as indicated at block

475. On the other hand, if the fund has outperformed the minimum guarantee, then
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475. On the other hand, if the fund has outperforned
t he m ni nrum guarantee, then WO 2007/ 146762

wWeRD/W826D7/ 070677 16 the guarantee contract, PETUS2007/070677

effect, expires worthl ess hecause no investor wl|
seek paynent on the guarantee. After the maturity
date, the process flow | oops through the bl ocks

dies %ﬁr&h@& cARaMEin BM&EPExplre woRRBR BlcaGK ol MdéLRt Wl Bk
dashed lines (nanely, blocks 430-440, 5 470, and

déhent W tR Lghgeence now to Fig. 5, operation of a
software inplenentation of a guarantee-val uation

engi NQ rksSihd ekt %Qe]ﬁe%ﬁQBQQ&kPﬂm '&Rn%hQRDBkH&QE§h%a1
of fered mutual tund as one possible enbodi ment of the
[ n [ : v i

RGP R RE s TRARS RN in Feenel SRS R, WheF ffpaso.

operates to guarantee the principal in the
gzﬂ%ngg??hg a guarantee period which is a terns

pr eSCWiﬁlel%férQ CE I?lg pt%%%??ﬁto%&a 1819 ULQ SHPRQ ril:nl Weniation of a
guar ant ee coﬁ}racW(s) (e gy, 1h the swap and pui
qﬁrE%nqnﬁal. At.bloc§‘§0§ atest is ,gpdq to ensure .
CREFITREGUAP AREER T §EETTG Mg prieab et TRPLTEERTHE e
test aof the current date against a diary entry of the
R Y Ha's O B° CAPERASPT Yo RerBPyT MHEN WHEThaP Pha:
15 maturity date on the arant ee has passed,

AFterhaty K?é‘”lkﬂw FHEEYE %‘%%8* ‘E‘d’ﬁ%é%‘%"" operating with

a given fund 14 after the maturity date due to_a ,
msmuaﬁh%&’t“’i%ﬁ}dﬁfﬁgr?Pﬁ"éii‘rF‘rit‘h g‘é‘a}f%f}ﬁf{@of%? pmig%&:j 1§ Fﬁ'éz fund during a
guarantee may no | onger be applicabl e because of sone
StHafee PRYoRFicBveft PENReEEPhE BEIFRERCST MthE FURRRRINS
failing to performcertain obligations under the _
GuERRM eEUEYe &hent, the Pwithedgiiapaintieetils Adlqeengeéra testis
applicable, the fund is 20 conducted in a conventiona
mER &T SOSEIEhRE Y PyrenEe ipelifaphianlg. die @n be deshet fhergrent
in Fig. 4 that are shown in dashed |ines, nanely,
Whiooksin® 30LAY O UFO e andrd7 8)e o Asduwing, delvowey ehgetber the
that the GVE code 360 is to continue calibrating the
guarantee dnoht Gerrfnirrdhastfaeset r ddictiaonay. the Sotiscwk chheease
fund have their ANAV quantifi ed,

operating with a given fund 14 after the maturity date due to a manual action by an

administrator. Also, the guarantee may no longer be applicable because of some other
trigger event such as the advisor or the fund failing to perform certain obligations
onder the guarantee agreement. If the guarantee is no longer applicable, the fund is
conducted in a conventional manner, such as by not performing any of the actions in
Fig. 4 that are shown in dashed lines, namely, blocks 430-440, 470, and 475).
Assuming, however, that the GVE code 360 is to continue calibrating the
guarantee to the fund, the traditional assets of the fund have their ANAY guantified,
as indicated at block 515, The traditional assets include those that are in furtherance

of the investment strategy and not in fiwtherance of the guarantee, Thus, a fund
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w0 p2daarent strategy and not

as indicated at block 515. The traditional assets
i ncl ude those that are in furtherance 25 of the

guar antee, Thus, a fund WD12007/ 146762
PCT/ US2007/ 070677 17 operated in accordance with the
invention that tracks the S& 500 Index will have as

ohrateli AdhdcbQRRl A8SEE HivStiRekS:: knaluseds P Bos NReS&B! have as
I ndex or derivatives (such as futures contracts,

RIS QN SQGHELL InBSsed RALLES P Uideh Uk UESSi0Ls (SWAP:s futures
agreenents) based on the S&P 500 Index to correlate

Q@ﬁ&a@&”@ﬂ&aﬁs 50 I8 RER R0 6 RNGe W Jw a[ Uele BeEs VG SHeRe
and put agreements that conprise the guarantee

Q@ﬁi f(@%dex% a@gtréifﬁ]e %@xtf&%ﬂnpef ol iék%e \‘{{){} Gan VQE fi &@!@F H*w@tsggp

y retrieving rntoa nenory o e server or computer

@Butrlzgrete s QLJLQ L ?% e }agéén 1f ﬂ %mﬁlgﬁcaﬁéﬁzg @1@ NAV
the b Tpry PG it i

I nvest nent s |n

];n Eé" &chlzﬂch ?}h e nevm y1nttoIﬂ]aem%nelﬁrﬁeo(fttlll V{érv%lr a° cl:or}l%DuPer rul%n’ln(%]the

per a
h th .t d b
eﬂ%mﬁagﬁ %%S?f{gﬁ?&%tf%r st Soe it SRR ﬂ'l%él#é'% Phie o
nes the nunb shares res
8&?‘%‘%%‘?3% mVF%‘imE‘&lbéf leea‘i"’f’R‘?&“‘ierinSNt&\Pr‘B? ang é“@‘?‘%féut q %rﬁﬁ‘f“
sets, portfolio securities ar alu usi ng yrren
L PIE OB SPRIR rHOLio T HAGST Ay PP s ool 5 divided by the

avai | abl.e. The NAV is cal cul at ed at t he cl ose
Pé’@‘ﬁ?raorf itp Fl?fﬂ‘fsrPg‘tSE?fld‘lnﬁ’eWWé%S AN AY detee Béeh %lﬁ%the number of
("NYSE"), 15 which is normally 4:00 p.m, Eastern
Thares PraseBINeWstiding. not be cal cul at ed on days that the
NYSE is closed for trading. Each security owned by the
fund IMcaqydpting de|NAY of tl@rﬁraalt@@fé @psetsi pstfelicieayriiss pes valued
valued at its last sale price on that exchange on the
daing camersf myrketcyniges swtaffigipleclonngiedees, epdatlthe The NAV is
security is listed on nore than one exchange, the fund
walchlagd at thheloger df gegubslr tiading hiethe Newa¥mgle Staak Ex¢taagd (INGSE”),
generally considers to be the principal exchange on
whhicbh's noellg #@Okp. s Ebsterd ddme. FlimdN 4 ¥ cwitli ok bes cdl¢udatertorodnys
t he NASDAQ St ock Market, Inc. ("NASDAQ') wll be
izt thedNYSE tshsddASDRddind.f i ci al cl osing price, which may
not

Each security owned by the fund 14 that is listed on a securities exchange is

valued at its last sale price on that exchange on the date as of which assets are valued.
Where the security is listed on more than one exchange, the fund will use the price of
the exchange that the fund generally considers to be the principal exchange on which
the stock is traded. Fund securities listed on the NASDAQ Stock Market, Inc.
(“NASDAQ”) will be valued at the NASDAQ official closing price, which may not
necessarily represent the last sale price. If there has been no sale on such exchange or
on NASDAQ on such day, the security is valued at the closing bid price on such day.

When market quotations are not readily available, a security or other asset is valued at

in furtherance ofPETES2007/070677
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necessarily represent the last sale price. If there
has been no sal e on such exchange or on NASDAQ on

wWeoo/1¢eay2 the security is valued at the cl osiPgr/BEs07/070677

price on such day. 25 Wenisarket quotations are not
readily avail able, a security or other asset is val ued
at WD 2007/ 146762 PCT/ US2007/ 070677 18 its fair val ue

3§ eetvanpianedeHhded pﬁ)de@ga%w&ﬁ& apRsveN af Y athirobealdds
of trustees established for the fund 14. These fair

VCRhBIBhRT RF GRULES 1M TThes@lrSPvAIE po&dute® wiii W&E b used to price a
security when cor porate events, events In t he

_%@&M[}j %vh&lscdﬁ%'rgt@tevémg/ eQEntVY Jhg s@c‘ﬁﬁﬂ&ssma&@tuﬁﬁ/otr r'bﬁ)rld events
i nvestment adviser to believe that a security's | ast

TR R LA P2y G G kRO HE S by BbtfEnec
' t . i.S. .
B GBSl e InEURMEs LOGE of Al HILah? plifine procedues i
(COILAThY, yeYalual e WIELOSTALNE LS SALL MR Oy
prrcing procedures Continué to be" appropriate n

I ight of th i . [ t f the fund.and
L0 S PRCELA L AUTRR RS Sl S0 ve
icing is,. d,..th [ iti d.b
B L B S BRGS0 254l S B

gﬁote or published prices for the sane securities.
@€Y t he subjective and variable nature of fair

value _pricing, it is  possible that the fair val ue

det er 8 dpix wu%prgg}gt is gppioyed é@LﬁqcFilOfnSEVJr{S@S Hastl dwithy ﬁ“i)d
different fromthe price of the security quoted or
paupPicalseldtenys Yoermay differ Heony grefed o5 pyiplished priggs Ay the same
resunmes or realized upon its sale. Therefore, if a
seraFispfol e tauhe hajesive gnd nagaderdairn peaif Halph @rigiggdit is
when it holds securities priced at a fair value, this
waspiblth fhae thenfairuyalust datrapned fipe e tpagicular securiyi Mgy b¢ materially
decreasi ng the nunber of shares received in a

piffes¢ra Seonp thet thige \wé |theesegiirity poied vt @ebisshedbriothet apba value
redenption. In the case of foreign securities, the

odeu tméing esohesomn¢adizer woe s salaf {lberefone ifcd hgehol@@ pofchases
foreign markets, but prior to the tine the fund' s NAV
iog regla¢roudhates éh (s fichl wisendt hddgerrdriteapticesluat gdaiovalae dlis mey
inthe US. or foreign markets) often will result in
dAve the unintended effect of increasing or decreasing the number of shares received

in a purchase or the value of the proceeds received upon a redemption.

In the case of foreign securities, the occurrence of certain events after the close
of foreign markets, but prior to the time the fund’s NAV is calculated (such as a
significant surge or decline in the U.S. or foreign markets) often will result in an
adjustment to the trading prices of foreign securities when foreign markets open on
the following business day. If such events occur, the fund will value foreign
securities at fair value, taking into account such events, in calculating the NAV. In

such cases, use of fair valuation can reduce an investor’s ability to seek to profit by
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adjustnent to the trading prices of foreign securities
when foreign markets open on the follow ng business

wa@l2007/14d765uch events occur, the fund will val uRCT/OSBOYONT0677

securities at fair value, timking into account such
events, in calculating the NAV. In 25 such cases, use
of fair valuation can reduce an investor's ability to

eaakatn® RE Phidts RAWMD 20Qihéel 46 AR 2t RCThINARDTY O Qfafdd. Ffle

estimating the fund' s NAV in advance of the tinme the
INA¥s thRnCal vk %tfeﬁ)ateg-tﬂ@at theNMR &S PRl B IR vANtHeClaRahRBd

that the fund's portfolio holdings will be fair val ued
Q)Hinf fnﬁrk@ﬁ{u'é{%lho&%lt tﬁBée%ﬁhﬁg@ bl BRSGerbPLALIDER are
consi dered unreliable. The change in the ANAV over a

prior TQﬁé‘haﬁUﬁ% @S AN | L2 &l gshi& ‘?Cs.%gluﬂ edﬁeﬁ?&&e&’xﬂg

whi ch the public nar ets re o trading I

d%gpo%t v\,eEgJiaﬁvb éﬂgfmc@;%i?\gﬁ %bere Q;Le%cil& é%ﬁm} gocit’o]mz}é@mls ?ﬂdu}a&% at

change can

Qfoapﬁﬂ‘ea‘% tpor élélf‘n\éll qL’t@entcilie&l & Qai§tot3 31% teé 3—}% & Qq}o tHe &ﬁ%&me

rec

%gt&gen tlgef V&g\e g;?;gi% a% 1%2?1“ etéirfvgg AQ flo mmﬁedéa%ely
dat abase and.retriev or . ..
R haﬁé%‘&?dﬁ“é% S5F ii\ﬁé‘idﬁ‘évr“lﬂ‘f%‘“é‘” %W% g in
i ncreased or ecreased on the current date, ﬁw
EOUd %56 Bt dt e PG ORI F‘étﬂgﬁf Chidt Gt Je‘éi‘“faéﬁd BoaHt
t he notional value of the fund, includin

p‘B%‘ce“&f"é ﬁd Wéﬁ&‘eﬂ“ﬁ‘i’é‘mm‘% uB%ﬁc‘f“?}ﬁP Phwesther e - 6“’ 1§‘h gigreased or
NAV/ shar e prlce of the fund includes the value of the
BEFREEDal e GuraraAtiedte gHE ca8e SCHere “hoRbRicals Biasgle o
assets of the fund have to be valued for 15 inclusion
ICAVEE Hie oAl vidpg plabe frad girdrding €8 IEoMOPRRNCyeoa baE RRenS.
of the fund, it is treated as a non-traditional asset.
(or adbepehiiseddht wshanhancernf|ded phé tichsoy dncadue SWap pruadueh!
option agreenents are used) because their presence is
trowgtiet. ant ee sprii heinpadradnobal peoeistad thdParddeve hebe valued for
i nvestnment strategy. The ability val ue these
imsisrapnenhs NoyYlv.a Waid e doasinse epdbkes @ st afube fetlurtns
guarantee on the fund to be priced daily, and hence 20
erabd es atree- thadmdod! asopen at e Reérasarcopenitigh dedyanta | shyp
i nvested paradi gns, The

and option agreements are used} because their presence is (0 guarantee principal and

not to advance the investment sirategy. The ability valve these instruments on a daily
basis enables a minimum return guarantee on the fond to be priced daily, and hence
enables the fund to operate under an open-ended, fully invested paradigm., The
guarantee can be marked to market and the NAV can be priced 1o include the value of
the traditional investiments together with the guarantee,

The guarantee contract can comprise an insurance policy issued for the benefit
of the shareholders of the fund 14 by a guarantor, The guarantor is paid a fee for that

undertaking that obligation. By way of example, the fee can be 8.75% of the average
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guarantee can he marked to market and the NAV can be
priced to include the value of the traditiona

contract can conprise an ineurance policy issued for
the benefit of the sharehol ders of the fund 14 by a
guarantor. The guarantor is paid a fee for that 25

wRgehdrakl-RBr iRt ® Bhd Gahé Qfhwa® MBYd Qha @XM Loridiiemadel
fee can be 0, 75% of the average WO 2007/ 146762

LT DR200 CAOLREH Fiurti® idRlh¥nd &l 228888 aQf ruhl BedabiRnanges

during the guarantee period, and using this pricing

fAY %% l maOEH@dcgﬁ* %%P&E‘HO? Al 1AGEE6P fre ¢ fﬂy& 5{9@ 1 1th Y E8LIxE Bitcﬁnu m
in an open-ended fund because changes in the

'?Egﬂ'tb“t £ a&’éedgﬁ%m?&kaaﬁ ot %E eegi)llhlf gat ﬁg\nai gﬁé LbBEatieds

It1on em um or t

E’&e‘ré&% m e &heé&e? ka}&&‘{h heh, &0 nﬁ.na% of QLM g e § C;J[n&%%ea&‘%‘%x is

IS an ncrease 1 n urrender-va ue)

t { f ot t he, ANAV
s th af t}yer ;Irgua amge%ti %m um tEe ﬁ?xléa} 1 éuﬁ%te\ ar% itshlﬁ‘aieho detr\ %%gi\e a

&%ﬂ?@ﬂ% ﬂ“aé‘f%i% rg‘i“ﬁi%{%%' Mo BEANLY o0l Per OBl g =
s. at .. block 51 nd the_guaranteed a t fromthe
ity e 6 e gt A 0P hp PP PTREY vl G o
t he acco to the guaranteed apount, pursuant he
fivtainti'a it ‘B‘hé‘r‘a‘n’ﬁigé‘ P61 RGOS BPPHY R “Efu%?r%fh?‘éiéﬂc“ﬂ

During the guarantee period; which tins fromthe
iSHEBPtT S?fiig(“l gpugingfthg ﬁ%“”"l“lﬁ‘f?d Pyriggh %u@‘ﬁi“%ﬁy’e”?‘h e‘“’"it@hm”“’
year anniversary of that date, the fund seeks capital
JrostR "F%P%U’g‘?ﬁ“dﬁ“r*éb furdniiebtnghtsay a8 eIy ¢8 har
whi | e preserving principal and providing a rnininuni
faey s, TR éué(ua‘{aﬁ]ﬁ:ﬂ dEOwi Grovah ERinretugs piglor dertvatives
uncondi tional and irrevocabl e pursuant to a financi al
giale angsewingl Hiicanhend Porvidukea pepafin rgfmg héhe guarantee of a
sharehol ders of the fund 14 by a guarantor. For

exanpioe retan it pvestiopndl npd strevobdily; 0OBuAnn (Ch dignoil shvaraaise
of the fund 14 at the conmencenent of the guarantee
pendddr @it bancNAY! ibf siBkBolepef the hardel4 bifatgrrangeduct i ng a
an upfront sales load of 3.50% $9,650 will be

i nvesFeadxampEl asivéstsharees $10080 trhélassnd esdrar ofitxd Funkidvient
965 shares in his or her account. Assune further that
tiecommencement of the guarantee period at a NAV of $10.00 per share. After

deducting a an upfront sales load of 3.50%, $9.650 will be invested in Class A shares
and the investor will have 965 shares in his or her account. Assume further that the
NAV for Class A shares remains stable at $10.00 per share. The guaranteed amount
is 150% of the NAV at the commencement of the guarantee period, less all fees and
expenses of the fund 14 and any diswrtbutions paid. For the purpose of this example,
assume that the net annoal expenses of the fund {or the guarantee period are 3.55%,

and that no distributions have been paid. To calculate the guarantee owed to that

The PUEDSI0DTE70677
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20 NAY for O ass A shares renmmins stable at $10.00 per
share. The guaranteed anount is 150% of the NAY at

W@ b@7geimmencenent of the guarantee period, | esBRCEUBE2007/070677

fees and expenses of the kund 14 and any

di stributions paid. For the purpose of this exanple,
assunme that the net annual expenses of the fund for
108 s B AL AN € 8RBk O Hw ALy 980Rf thaMh ¥ Nl sB®ract the fees and
di stri buti ons have been paid. To cal culate the
guaantee..omed to that WO 2007/ 146762

PCT/ US2007/ 070677 21 investor, multiply the shares
owned by 150% of the NAy, and subtract the fees and
expenses of the fund: Shares Investor owns 965 5 150%

of NAY, per,sharg.af C ass A shares x $15. Tot al
beforgzgee§§and Expenses $14, 475. 00 Lessg ees and

Expensgsy P R T JIRSLElyR, Guar ant ced, gpunt

$11,0 uar ant eed anount w || Teduced to

the e’fét%ﬂéefér‘é‘%eés%%’Ekpge%F‘JsS EXpPENSEs th%tmﬁ{z?oo not
y any exp

covere ens imtation agre th the
advi ser at be incorporated into nd in the
prosp é?&g?“*ﬁg%B?“%hy deferred sal es §§2§835.
Referiing again to Fig. ?, the GVE is iH ted as
cal i b2t g ‘mﬁﬂg?gﬁﬁggn cont ract mhicﬁgiéi%éises t wo
conmponents, each of which is val ued based on changes

15 in the market and each of which is adjusted so as
to mintain a full guarantee of the principal in the
IR guarpiied fongt WithPepr st foplsrxist e dud ipgyiry grgenses that are
principal investnent, on the maturity date. One
AehpoYsENt bY ey expense dgHEEnR ALreanentt Wigh dhehadvises thatgpgy be
agreenment. A defined fee is payable to the guarantor
(ngeeporrshinerthriund in the pioapestigpnd An anypipfersed selendatess. f or
undertaki ng that obligation, and that can include

peri o8rET2@ aynentis bythe RV imdivitresksheahigaitpr guhgntee
guarantee, as well as interimsettlenent paynents
awkcanbich optiprisduriargutrhiecagu arcant edidhey mlicd Sike! (@yBanges
code 360 operates to

in the market and each of which is adjusted so as to maintain a full guarantee of the

principal in the fund, including any prescribed increase in the principal investment, on
the maturity date. One component is a swap agreement and the other is a put
agreement. A defined fee is payable to the guarantor (the counterparty to the swap
and put agreements} for undertaking that obligation, and that can inchide periodic
payments by the fund in exchange for the goarantee, as well as interim settlement
paymoents back and forth during the guaraniee term. The GVE code 360 operates to
compute the interim settlement amounts and thereby calibrate the guarantee contract
to the market at the close of each wading day. It is this portion of the guaraniee
payments that is depicted in Fig. 5. As arvesult, an investor can enjoy a guarantee of a

minumum returs over the initial NAV/share on the maturity date,
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calibrate the guarantee contract to the market at the

W@ b®3r4462 each trading day. It is this porti onP@f/Us1967/070677

guarantee paynents that iQ2depicted in Fig. 5. As a
result, an investor can enjoy a guarantee of a 25
n_iinimumreturn over the initial NAY/share: on the

Mat ur sk oickat €35, W0 20004 46482 RETHWS20084 Q70877 incddnctal

bl ock 525, a cal cul ati on nodel executes to comput e any

LAREERBN@he @A) HSLABRAIRLHE RE 2P LE8 0T THREWM IR REnt is
the swap agreement. The swap agreenent is intended to
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rties, fund 4 and a deal er. For

é’% ‘f é‘gf?at“f%?"e‘a‘bt%/dﬂﬁfg ‘d‘“@“é‘&‘% 5o GBRITgR “B?"HB e fment
nodel can be used for the contingent |leg which is the
ﬁSPPWbﬂ“bFaﬁﬁ@j§W@ﬁmaaﬁé€ﬁéﬁF‘Wﬁhaﬁﬂﬁéﬁ %EW?QPH§“§V% fhe
counterpart s obligation to the fund, and a standard

ty g erbidird dirscounls: rigse Yiedified Blaskyrbsies preBinomial
mhrch Is the portion of the swap 15 agreenent that
meefdelegan de tuprsd gum 'cantgigentdeg whish iothe Rertigpgpthe swap agreement
counterparty. In the event. that there has been an
Wipst ireflecisrthe [§waR gpuneerpArtyt shebligajagn topthe dknds30d a(standard equity
Uptick™), then a premumis collected fromthe swap
dowatde dpeguny nfaslely for thhepayaent| kg ) whiels 1§ ki pertied] oftthe swap
bl ock 535. In the event that there has been a downtick
lapretinent thag reflecte the thimel’ satdigatidnl to die s&3Q cuhMopartownt i ck™) ,
then the fund pays the swap 20 counterparty for the
i ncr easid ceos thaofhetehas Swapn @sck ndihe atied oathe bivag kbibRE30
Sett | enent
{"Yes: Uptick™), then a premium is collected from the swap counterparty (e.g., the

dealer), as indicated at block 5335, In the event that there has been a downtick in the
value of the swap, block 330 ("No: Downtick"), then the fund pays the swap
counterparty for the increased cost of the swap, as indicated at block 540, Seulenment
is made with the counterparty for that wrading date (the curvent date), preferably on
that same trading date, as indicated at block 545. Amounts received by the fund 14
pursuant to the daily settlements described above will be invested in cash equivalents

and earn interest. To the extent permitted by applicable law, the fund 14 will borrow
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is made wth the counterparty for that tradi ng date
('"the current date), preferably on that sane trading

W@ 2108/14662 i ndi cat ed at bl ock 545. Anpunts receP@BUSI¥Y7/070677

the fund 14 pursuant to the daily settlenments
descri bed above will be invested in cash equival ents
and earn interest. To the extent permtted by
agglfmfd@ BleBeskadyVito tefteetfitin@hil} heMlembndd @bl QoM D (1 4 6164
PCT/ US2007/ 070677 23 any funds necessary to effect
h&éeg@ggyméettlenents obligations and incur a related
i nterest expense. The basic terns of a swap agreenent
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arpartieges,, be the fund. 14 on,the.an nd, an
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ahRtiaf O EiE e al ¢ sFPRPE dbo v i Eeriricbrial “Eftmeiakgher Bt
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IPAYIRHE 'DERChRACK A PHSURatacin PEnigen paReph@reilncion a
date of the fund to reflect actual market conditions.
FEpngie bassdod fuve iy s fh@e!)quipﬁdmlmhgraﬁpu@maﬁhé an arpount that is
counterparty a nonthly fee at an annual rate of, say,
be@0% dfint Mexdantuyp! avercalyelaptl ethéweprodadt ansfunt. hehdAy the
per share prevailing on the |aunch date of the fund,
thectabtiabunt et indaxcdteidthe 1SERNBO0n indexcisiamc. siHeasnchn be set
(expressed 20 as a price ratio), and the outstanding
shatheslaofcht Hee Fifndye funé. (v kiBO6 Rct$l 20&@et* cfi@itkanent In one

embodiment, the fund 14 can pay the counterparty a monthly fee at an annual rate of,
say, 1.80% of the daily average of the product of the NAV per share prevailing on the
launch date of the fund, the total return of the S&P 500 Index since launch (expressed
as a price ratio), and the outstanding shares of the Fund, i.e., 1.8% * $12.50 * (Current
SPX + Divs) / Initial SPX. An initial index level can be set using the closing price of
the benchmark on the launch date of the fand. A sirike index level is set relative o
the initial index level {e.g., at 150% of the imitial index level), less cumulative
dividends paid by the fund during the guarantee period. A final index level is then the

closing price of the benchunark at the end of the guarantee period. A final dealer
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SPX + Divs) / Initial SPX. An initial index |evel can
be set using the closing price of the benchmark on

WO b@7h1iaaizh date of the fund. A strike index |rUBUS1087/070677

set relative to the initiah index level (e.g., at
1.50%of the initial index |level), less cunulative
di vidends paid by the fund during the guarantee

ReIhQE ot el dubals hd0@%adi@ViRkiol Sat BERbNBy 28 GLQSIRGerparty
price of the benchmark at the end of the guar ant ee

ReS g dAide| RAby deakel MQueRArLlAB:02y excess of the strike level
PCT/'US2007/ 070677 24 payment at the éend of the

gvarankeq 19%' 19\5;1*} Gﬂﬂﬂggd E@q{% noQMnﬂﬁ n&OéiYyanLC“’i\C a final fund
counter-party (here, the dealer) to pay the fund an

?%{JI nagy@el Lge ?ﬁ%ﬁ 1G%X& ﬁ‘i%smg b 1‘?61%5” kel e%}’ﬁ%lf }?e%%glramee

el t'he noti ona

%ﬁ%%#‘ ske%{\ﬁdéste theu u&fﬁn aloe alérfl of pr@%ﬁ@sﬂgmil %gté]% ' H%%n&ﬂ?if

swap cou erparty e en

d mhl i futur
} |_ 2R3 11?1%3}?88? 611188 me l can t }el g#}ghitigig W 1e§ t}}e \vva %as cn Hl?tlal

se
initi can b

Hﬁ% zero '\ & SllC aﬁns Vﬁl&ﬁ it 18 n l¥16 Inﬁﬁt‘S dféﬁ&o% & E&Og ’il%ﬁ)é st éﬁiﬂg

nDne%Pas may be appropriate for

é§?3@1héﬁ?ﬁbw‘8?% i th the swap counterparty. An
“Interi Settle nt aIu [ cul abl e on
busi né&s B :§§$ : W?Z 8 ‘f% g‘i%Lef B Ca Bt aléé A o the

fair val ue of the flnal dealer g ounterparty paynment
égfﬁr‘a‘éf PoeeHEe S8 B N EY W foRer §SRE CdaaY ’éPV%lFfH opjigation
present val ue at Libor of the Monthl Paymen

ax Pressiae! perloivat e igd sharererthipge v‘éliﬂ‘e’* i f§ thee ey
by the present value at Libor of the final fund
payHENt CPricdedr pyste i er Nofvasatssediral hyhs wapray valve
Each interimsettlenment at bl ock 545, thus, has the
debibey ofghs/iurrg fndeafand divigle vy broumben & @@ﬁga*ﬁn@@hftrhe Each
positive change in Interim Settlenment Value nmultiplied
byegutsstiandiing bloshakashsydss thpeilekayingribe itfodt Hean amount
change in InterimSettl ement Values is negative, the
abhsoliate mypunthangt s botric hangeensygad dubiplich ey foundntiog
the deal er (No: Downtick). Meanwhile, at block 550, a
chlreu{¥ati Omidipdel if eicedutesintiorcdonfautencany alvbncrepeive ahe
adjustnment to the price for maintaining the put option
agyodesentun: Fhech change is paid by the fund to the dealer (No: Downtick).

Meanwhile, at block 550, a calculation model executes to compute any
incremental adjustment to the price for mainiaining the put option agreement. The
option agreement is intended to fully and additionally hedge the fund’s obligations
with respect to the payment of a guaranteed amount against a decline in the NAV of
the fund below the guaranteed amount on the guarantee maturity date. During the
course of the guarantee period, the option agreement is re-priced through interim
settlements between the option holder and its counterparty guarantor. The particular

calculation model used to compute the adjustment can be varied, but is one that is
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20 option agreenent is intended to fully and
additionally hedge the fund's obligations with respect

W@ o00vhe7payment of a guaranteed anmount agai nstP@EI/US2007/070677

decline in the NAV of the2fund bel ow t he guarant eed
anount on the guarantee maturity date. During the
course of the guarantee period, the option agreenent

IaSccb @t R iee@ddshy OMANmbRIREEML LSO Ltd:RIBALS nelVIBEFok Ry
option holder and its counterparty guarantor. The

RALLk: Gl e @ ntRb G ULAtl QR-RPdely USEHeOeCOMMIMIE: thement
adj ustnent can be varied, but i's one that is WO

%9&%?! 146262 PG LUSROOT4O7 9@1? }«%%x%&%ﬁ?&%r h'ﬂ/{&dﬂ?ed Black-

i ndustry, and nmore preferably is a cal culation nodel

SQEol@sOB‘ipEHb &%? EhThS %Ee{] d SRR rerBQD W tfoﬁ%uht%rparty s

agreed to etween the option agree

%Bﬂ%ﬁﬁpo%g e.g., the fund 14 and a deal er . For

er a Modified Bl ack Schol es or Bi nom al

model In @1@ event Leﬁc'ﬁgghe?s 1§%hoe n aref t?c%t i d;l wdu m‘ t?}e tth block 3 tSS

counterparty e even
h ALNe | ;
Bf%eék{T fgc%e} Ingé S?ienejmtn 118%(&36 co % %d %@n& the rﬁpuﬁ}? ﬁ%mtteg%ﬁiuyl{e.g‘,
| l.ected f t. t
Ao S8y “ach P L5 B 00T SR B éﬂgeeff@é i) 3%

%gﬁ@%&r@ ]fl’c!fgv egxgi?t cti Hé%sg}&ﬁtgga%g!&gi gﬁt?hﬂ QF Eitg:ng{ﬁ put mll
will 10 have val ue that can be sett]ed on a dail

bas whi hat e BvEHEd R SAher ‘é“’*h d8 ﬂEf‘e%‘r‘f“‘a‘h*“i]l%l\‘?\}rﬁftIL LR
t he val ue of the option, block 555 S"No Downti ck")
CREANEHS Suridee p%iy%e ORtiPE: Pt %‘W (e @wwéh)ythfwm‘ﬁ%f pays
i ncreased cost of the option, as indicated at bl oc
BE5PHOAACI R (i SR iTCTaHREOS\A ISR PR tah enpigted f Bloc f\ 363.
cal cul abl e on any busi ness day as being the fair

vl deeot Sehngot Yalpnelihe s of cdlansnt on arebysDatbelag gk bying
as indicated at block 15 570, with the counterparty.
Arpigint wluced ehw pd. bietihescfigng ot srpurdudnty. totdhgedal bipck
settlenents descri bed above will be invested in cash
equ widl dntcovangagar Amontte resived By thet fued é% tperstant to the daily
permtted by applicable law, the fund 14 will borrow
aaylehemddesorided abareywillbo irnkftatin cathseqiavaleyts aad tdre imparts. To
obligations and incur a related interest expense.

the extent permitted by applicable law, the fund 14 will borrow any funds necessary

to effect its daily settlements obligations and incur a related interest expense.

The basic terms of a put option agreement that is suitable for use as a
component that can be priced doring the course of a guarantee obligation that protects
the principal of a fully-1nvested open-ended fund inclode the following,  The
counterpariies can be the fund 14 on the one hand and a dealer on the other,
Preferably, the initial credit rating of the dealer is double-A or betier by at least two
major rating agencies., The option agreement is preferably a Furopean style put

agreement calling for a cash settlement. The put is traded on the date that the fund 14
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The basic terns of a put option agreenent that is
suitable for use as a 20 conponent that can be priced

walenrngs7ohe course of a guarantee obligation tP@r/US2007/070677

protects the principal of 2a fully-invested open-ended
fund include the follow ng. The counterparties can be
the fund 14 on the one hand and a deal er on the other.

Regher@blys pleh@ud: Rt bedlec€ iR Aubrah@t hfns0h dbbifie dedle@NAV Sf
doubl e- A or better by at |least two major rating

AXERRH BSow HREUAREIONANEEMBR ukdntB! Rh&FARaY. arhe expiration
Eur opean style put 25 agreenent calling for a cash

%ﬁ%‘i tg!; %M{mm:vmﬁte%t vdﬁ Sk Hle gﬁgm% 1&#@1 &I@{ E:1l:084s f\hﬁc The
fund 14 WO 2007/146762 PCT/U82007/0786 6 conmences

3¥1df?1wmsema%m shg@& ' tﬁg lptgxﬁzetgﬁ?&&gxt %% 8 % s %gﬁtjx @§ Liafes of

I'n€ in the e guarantee

unt, P . GUAT e, TR U] o R8s TG SXBLT 2O
dite 1y a4 (RS

e maturity e on

réueigee O tﬁge gut ﬁa orgvgtt Isi%@e Icﬁss ?1’6 é d%ct 0#‘3 ef‘l’riel ﬁ(!x%m? Elaf E3ss of

t 'gfs on t}le eeg)bigﬁ%n alg }te and é&ﬂthe ﬁ é}}ber 2 stan(gf,ﬁ%\hfareﬁ éﬁf L%atp :fa%\

t for_a en e class is th roduc
(d\e) expﬁgp o i\a[% f%}F I]T\g/{m%ﬁ «gé S B EVER eééio ﬁ F *ﬁramgm guetmmee

i on and (ii) the nu _of outstandin
rrn }F‘h i ﬂafmr&px&g;sz,ud}:f)n tef: ﬁ%m@)&ﬂg? ftlife ggaﬁaé %tweﬁgl nt, then
trlke price of th i ves effect to the m ni hu

gilfa%%lfﬁ e it &¥4Tr AL ih*rrﬁetféiuul ¥ i Wi L cant glehares on
return is 150% of the initial investnment, then 10 the
S iPRaUpR dte 46 (nBpaurber KB oW Sheres Of That HessNAY Popl
t he that class of shares on the inception date and
Ee)of t the fdnbe prb funsutepand iting betrabes mifd phagtereddagrce the
less (b) all fees of the fund 1J and fund expenses
tivaptidvaiee theeh Parisriondo? heorrs piirseble Fethaf disept sbeigs, and
date. through the expiration date that are allocable
tios {h de agkagye dftdhagreer ding fol desl@ed! dhes Bgoriegatation
di stributions per share for that class of shares from
tdhie thrnedypthd opiradd ddat e t hrough the expiration date. At
bl ock 575, shares in the fund are priced so as add the
guant At bledk BBV shararin tHel foixkard phcedfso tah edd thaduaniifieraNAV from
assets of the fund together with the price conputed at
block 515 of the traditional assets of the fund together with the price computed at

blocks 525, 550 for the non-traditional guarantee components. The resulting sum is
then published, as indicated at block 580 as the NAV of a share in the fund, and such
pricing and publishing can be performed for each class of shares outstanding.
Accordingly, the NAV of shares purchased or redeemed on any given date during the
guarantee period will, if the swap and put agreements produce the results intended,
include the then-current value of the guarantee on the guarantee maturity date.

Thus, in the foregoing discussion, the notional amount of the swap agreement

and the option agreement will be based on the initial NAV of the fund and will be
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bl ocks 525, 550 for the non-traditional guarantee
conponents. The resulting sumis then published, as

WO pad7aai7ed at bl ock 580 as the NAV of a share PCTI/UBZ007/070677

fund, and such 20 pricing amnd publishing can be
performed for each class of shares outstanding.
Accordi ngly, the NAV of shares purchased or redeened

QBjuSBY d8iy6 Rerat @afbes in@e hii@ber®H HaAR BB RBINE O th Mdldon, the
i f° the swap and put agreenents produce the results

et RRAEvaluel IR @leWBorlt NRednRENaRIURE & agﬁzlallﬂ@ntgn Jit8 words, the

guarantee on the guarantee nmaturity date. Thus, in the

fAFRORE Btk GS BliOPatud BE (HAOfP %@}méf%"dﬁéaﬁ% dnB& h¥aRap
agreenent 25 and the option agreenent wll be based

3B B Y BP0 kS BB o b 28 i souprempany
L& lbggl?ij[ulgtjg%?gcfgeth&f %15‘1? t%gr E{Say\%@r}@&' d%%é% irhgénﬂﬁd and

I'n a e ue of the o

d th ' . , th
3% FEPERR PR ACE 08 B PR bR AATE R ENAY o B
bl,i gat | der th d th
b 5t B et 08 B R R P e 2P R LS e e
t ty 111 be adjusted ettled dail
FRFDOER Biyhte e hinseg uBiionlan ug Tna Ghavaoe o fg sver

counterparty, as the case e), As.aresult, the .
PEREEN Faf | PlifageTFERen Bkt i giopisBie” Pl nspadiy win
val ue of the guarantee., If on the guarantee maturit
G%F@eﬁﬁgwﬂﬂﬁvqﬁﬁt?H@‘?ﬁﬂﬁm$§wP%§%ﬂFH&%VﬁﬁgkdUH?ﬁﬁ1@£8me
anount (despite the existence of the swap agreenent
R4 hepupgpteeth paes oM the RayReRh nade byihie| SUpagier gaseng fgthe
sharehol ders will 10 receive a paynent equal to the
GrupRpe pRIEragat Vibe Aundnwilingek efowtthet sapial Brpugh dtvegimerss that
and the guaranteed anount fromthe paynent nmade by the
doltovaihe benghinaguaiile ne durthge guaganiaedatl@ring gt lepe tof theTyyarantee
fund wll seek growmh of capital through investnents
trlvaed. Fhelfbrsg NAY thaynfddetratckin Wietpestn guafrantaelperioguar ant ee
following the close of the guarantee period. The

fund' SoNAVaphagnefd iustrgat! ehat thetdnder pd 8t -bighamatig.efeand the flow
period. 15 For conpleteness it is noted that the order
@fagtdne Bl Bigks b Begvardd andhdohenfphovg G agreanioof ofFk glond
5 can be varied without inpacting the operation of a
fittpldmented in accordance with the present description.

Referring now to Fig. 6, the individual components that comprise a fund
constructed and operated in accordance with the invention are illustrated to further an
understanding of a broad aspect of the present invention. As described above, a fund
14 in accordance with the invention includes traditional assets and non-traditional
assets, shown as stocks and a winimunm return guarantee. Daily re-evaluation of the
price of the guarantee throughout the guarantee period is achieved by defining the
guarantee in terms of priceable components, shown in Fig. 6 as put and swap

ALTCCINCRnIS,
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i npl emented in accordance with the present
description. Referring nowto Fig. 6, the individua

W@ ovpo#Est s t hat conprise a fund constructed BEEUS2007/070677

operated in accordance withsthe invention are
illustrated to further an 20 understandi ng of a broad
aspect of the present invention. As described above, a

fund &4 n-a66Qrdanse o tifthes HRVEAY anné RElUdeSver fime,
traditional assetsS and non-traditional assets, shown

& 1RhRCK Sr@NHr8asTh RIHIWLE 8EHE DML AR 0 (QQthryaw in value,
re-evaluation of the price of the guarantee

Ri%%&ﬂz@ﬁ! ﬁ;&bﬁorg\‘daf@@k@@ bP&l IEE@Q dL@H@ClBB %He%dingi)ﬁcr unchanged
defining t guarantee in terns of pri ceabl

&8“32@2 eReRee e S0 A s Db 365%%“%%* SR g
fm‘ R%P‘{,&Q&ae? pgiriglp tﬁ@t n gwgs%ur% keil}t I'I?QI‘I '}I@%( 9 Sga?rn %}‘ a

over mar peri ods |n

gﬁ%&éttrsgdd e uluggg lthe d;%ﬁ}%f %ﬁﬁ’)g}%{elgzﬁ ¢ en%f{d &rtg %ﬂSturm no#ebut in
; htf ?, a cann} a‘y? gftl P 1\? gmﬁ% aée%%g%\ eﬂoe %?gﬁe&%tse Q?ﬁ% gg tthﬁ ga(f{itional

urse .5 of the ntee oeriod so t

the C at an
oPbrC it SRPY B radt (oot PRgRgoucf s during e
uaranteed return on the init Y/ shar e

g‘l‘“ﬂt* TR fiiﬁ‘ﬁ%P IR GECTRE ?‘ﬂ%‘%&f 18%@%"“ 5?% Eéfvg“z

an_investnment that exceeds t he aggregate val ue of the
tr Hdit6"a  assets due to val ue support provided by

t he guarantee contract(s), such as durlng the tine

t hat P¥elesiisc REsses cinysiion nhasaPere descrbishitht e Gy seific
initial NAV, which in Fig. 7 10 is $ 12.50/share.
PAPPEMERS iptde bwndermvﬁtthaé fherirenteneiy ngldgeitqdye ghepgdisclosed
terms of specific enbodinments, it is to be understood
ehdpdipiatsi Riie Fveeioni maynks erhbadiaddd npany tdifgaent dprses| and edfould
enbodi nents. This invention may be enbodi ed in many

apf ferenstruedrasslianedl shaokd dmbpdimerse scohathr hedinagather, these
limted to the enbodi nents set forth herein; rather,
tembsdimebts @reqmdvideintyswayr e ijnsoratickednlp yndweoythatf this disclosure will
illustration only and so that this disclosure wll

be thorough, complete and will fully convey the full scope of the invention to those

skilled in the art. Indeed, many modifications and other embodiments of the
invention will come to mind of those skilled in the art to which this invent ion
pertains, and which are intended to be and are covered by both this disclosure, the

drawings and the claims.
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be thorough, conplete and will fully convey the ful
scope of the invention to those skilled in the art.

wo padeadh762vany nodi ficati ons and ot her enbodi mreP@BUSF007/070677

the invention will cone tasm nd of those skilled in
the art to which this invent ion pertains, and which
are intended to be and are covered by both this
qdicgghosure, the 20 drawi ngs and the clainms. WO

2007/ 146762 PCT/ US2007/070677 29 I Caim 1. In an

gpen ﬁpgﬁ@FWEﬁ{@h thitpd DAY hRdnd HadiblP N etsadsClctreldalo a
correlate to a benchmark, a valuation engine

PRI & Ja%a%‘@ Egg}ﬁeesp&ﬂw@ t83bhdnBaSH S &1191&&1@& Mhinimum
return by the on a maturity date based on the

A&t tﬂé“ﬁh& bﬁ‘a m%&'ﬂi\% ra%é 1559 oh fle SQIRPHEREn, 'Bérﬁféﬁ@nga

processor, e co e executi ng

proce nfigured to: quantify an
aggregggﬁmﬁé?ﬁgéggﬁmggsﬁg]%QNAV) of the traditiona

asset Ec’oftware éo ege%ntq 4 the prgcegsor rt enci::odgi %élgg f(hn? r%d ?(%,]e a
Swap agreenen enc mar k

10 th t mh
((:)(r)]n‘pr i se Se%lgﬁtréflé{en agargg Eé Pet aﬁs%?&ag%ﬁ {hﬁ\éﬁw gf tﬁ% era(%ggnai assets
BP AR BhS PHE LT ent date, wherein the option

agreenent c ri ses a hed ai nst _any decline in the
val ue %aﬁ@fewasé%wn?mg P M A A A e
on the naturlt dat e; price a share of the fund at
fhfecgiepis @ e v hF‘ﬁ’én g ISW@h ﬁgrﬁ%’i‘eé‘t BYRLkaT yedeR@gainst any decline
calibrations to the ANAV and dividing the total by a
Ay PBEFBMmatut st andi ng shares on  the current date; and
publ i sh the Eﬁlce of the share for use on the current
date. 20 alifgee apaPRiignigrscmpgfiinacsasd fonthe|AdY4yY on the current

wherein the code is further configured to
date, wherein the option agreement comprises a hedge against any decline in the value

of the fund below the guaranteed minimum return on the maturity date;

price a share of the fund at the close of the current date by adding the
calibrations to the ANAV and dividing the total by a number of outstanding shares on
the current date; and

publish the price of the share for use on the current date.

2. The valuation engine as in claim 1, wherein the code is further configured to
calculate a change in the ANAYV of the traditional assets of the fund for the current
date over a prior date, and wherein the option agreement is calibrated relative to said

calculated change in the ANAV.
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cal cul ate a change in the ANAV of the traditiona
assets of the fund for the current date over a prior

wal2a02/14@d wherein the option agreenent is cal POrESEA7/070677

relative to said calculated change in the ANAV. WO
2007/ 146762 PCT/ US2007/ 070677 30 3. The val uation
engine as in claim2, wherein the calibrationis in

13€S POMARE vilRatioh RAgiAOYs GRd1sH AtwkbrGhARIQIiIbALHSNE IANAYORE to
the traditional assets of the fund. 4. The val uation

QRGN QaleSated cifdndd M tle AWRSS &ithe tRBRiAUPRsRLTIRIRAI.
conpirises a 5 full hedge on the maturity date. 5. The

val uation engine as in claim1, wherein the fund
i ncludes plural classes of shares, the option

agr eeﬂ‘ﬁ@bal&a&%ﬁ h%iﬁé 281 QRK! OV HRRLPRIRRL, E%F ngéh‘? Poriéﬂf?s%a

of shares, e option agreenent s rate

&ﬁgﬁ&@e?gmﬁmgdﬂ%%@@n the current date for 10 each

ass o ares ‘The val uation engine as in claim
5, wherein the code is further configured to
calcul ate a change in the ANAV of the traditiona
sset of th E cl ass

irre zsaé%aéw% AR 100 BB RS 48 PR S el B s
a IS 15 calibrated relative to dlil
égarr%suf t°é’8°‘b PERgef ﬁor{lme%meptw? ag‘?ﬁ%e%?rueéf RSt ghares
as_ in claim6, wherejn the cal teps are i
PBS f5iPeEoR %r?%‘éenéiséﬁh@f‘te%&} ‘E?%‘l‘rﬂtf‘? ﬁ‘@ Atqﬁ‘%\s}&‘}é]ilf‘g%‘“eﬁb&ée for
The val uation engine as in claim1, wherein the code
icachhitf PgtAsd to quantify the ANAV as of the current
date by: retrieving into a nenory a closing price for
each of the investnents in the fund; nmultiplying a

%uantlty of each investnent by the respective closin
5 pr ilbe valgrign Wizipo @7in 14862 WHEFIUBe God i Fagry configured to

calculate a change in the ANAYV of the traditional assets of the fund for each class of
shares on the current date over a prior date, and wherein the option agreement is

calibrated relative to said calculated change in the ANAV.

7. The valuation engine as in claim 6, wherein the calibration steps are in

response to the step of calculating the change.

8. The valuation engine as in claim 1, wherein the code is configured to quantify
the ANAV as of the current date by:

retrieving into a memory a closing price for each of the investments in
the fund;

multiplying a quantity of each investment by the respective closing

price; and
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w@owe/14e6% urt her configured to

31 summ ng the product of the nultiplying operation.
9. The valuation engine as in claim1, wherein the

request of an investor by: 3p identifying an investor
account associated with the subscription request which
has cash for investnent in the fund; associating an

i nteger nWiaRkin®fhe PO WMethulliNink BY&siaAr account,
the integer nunber being no greater than the cash

di vided by the price; and initiating a transfer
request to transfer the cash fromthe i nvestor account

t90 e Vhi6atloH réggﬂl@ a@ﬁﬁyclaflﬁ)lrl tWiRreihE 36de RUMRRT c&ffi ured to
shares; a smap agreement counterparty to pay for t

Y6368 re%ﬁkt'o?aﬁqﬂv Qor RND an option agr eem:—‘nt

ount er part or the option agreerrent

Ca' | b[d%hﬁfﬁfﬁg tai‘x?‘n\%er JddGuny ? s?ﬂﬁéeé’ Qe Y s%sc% tl(%l{]reallle%{ Which

9, whereil ['east one o e swap ag

%%unt ag%%mfg %T%uo tion agrgenent pounterparty !s
e valuation engine as in claim

o oce%%O%Q%Q%ﬁ%t%’g% APt eREh: SR UASRg byt e imeeer
i dent i f an investor a ssociated with the
R e N i it eger nunber
of shares fromthe investor account; itiating a '
tr ansf“étu‘aufl%a Ganyfereaues A ensier g Shshy fFﬂ% q‘FH‘éVeFtﬂ’(/%ﬁ‘Bﬁt to:
account in an anount equal to the Eroduct of the

i nt eger nufbHEMd S PYHRYT BS IndgegT Byiebep Pl hares) ess any 25
managenent fee; and WD 2007/ 146762 PCT/ US2007/ 070677

32 a swap agreement counterparty to pay for the swap agreement
calibration; and
an option agreement counterparty to pay for the option agreement

calibration.

10. The valuation engine as in claim 9, wherein at least one of the swap agreement

counterparty and the option agreement counterparty is the fund itself.

11. The valuation engine as in claim 1, wherein the code is further configured to
process a redemption request of an investor by:

identifying an investor account associated with the redemption request;

disassociating an integer number of shares from the investor account;

initiating a transfer request to transfer cash into the investor account in an
amount equal to the product of the integer number of shares and the price, less any

management fee; and

process a sSubseCT/ps100T1070677
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record receipt of a premumfroma swap agreenent
counterparty for the swap agreenent calibration; and

WO eondb7secei pt of a prem umfrom an opti on agPEBIs27/070677

counterparty for the optiaom agreenent calibration. 5
12. The valuation engine as in claim11l, wherein at
| east one of the swap agreenent counterparty and the

opt i ORecaQERIRE a pRUMSE HRA! 4 WvdphgtdbRehiWdGhdb&@) for thle%wap
The valuation engine as in claim1, wherein the code

lagreCRBft i ffbnt #hgcal i brate 10 the swap agreement by:
retrieving into a nenory a current-date price of the

benchigbiy ashar PAEANIRER B biffon ferdelinNRERIRAY for the

conmputing an adjustnent to a price of the swap

3{1&19 Dhnehita gbﬁ%lpf at | east a portion of the price

etrieved into the nenory, the current date, the
15 maturity date, the guaranteed mi ninmumreturn, and
the ANAV; and transferring funds based on the conput ed

c%]l F:g’?djvgﬁgt}o ngl}ﬁl g%r r%l(l) nr%latnﬁgﬁgt I?rr]esl}cl eart rlleagg o%g r(r;?rthg' swap
aﬁl%gmg\l’llrt 6gllenterr%3é‘ %aﬁl? %he Oﬁgo%ﬁgreeénent g(ﬁ)lfltj?g)a is thg Elrng ét rép Of
underwiter in the event of a dovvntlck |n the price

of the swap agreenent. 14. The valuation engine as in
ﬁlﬁ: ! 0 ?%V@agraﬁ Iggglé%hztes 1%3%16%8\@%0 o«%‘l;l Iil% dlstcgnf?g%Lédk)t{) %gﬁarate
PCT/ US2007/ 070677 33 conputing an adjustnent to a

(e WEP 3BICE RGNt 8%t i on agreement in view of the current

date, the maturity date, and the ANAV, and
retrieving into a memory a current-date price of the benchmark and a

prior-date price of the benchmark;
computing an adjustment to a price of the swap agreement in view of
at least a portion of the price data retrieved into the memory, the current date, the
maturity date, the guaranteed minimum return, and the ANAV; and
transferring funds based on the computed price adjustment, wherein
the transferring comprises:
collecting a premium from the swap agreement underwriter in
the event of an uptick in the price of the swap agreement; and
paying the swap agreement underwriter in the event of a

downtick in the price of the swap agreement.

14. The valuation engine as in claim 1, wherein the code is configured to calibrate

the option agreement by:



10

15

20

transferring funds based on the conputed price
adj ustnent, wherein the transferring conprises: 5

W@ l7aed7sg a prem um fromthe option agreemeneCT/US2007/070677

underwiter in the event 38 an uptick in the price of
the option agreenent; and paying the option agreenent
underwiter in the event of a downtick in the price

of the optigipuatd SEMREment® 4 Brice! oF 1@ oRBEAgCOHEH in view of
nmut ual fund having traditional assets that correlate

b c%rreﬁl‘%ﬁ&hiﬁ@hi&turﬁy YA YRl e e g operative to
guarantee on a daily basis a mininmum return by the

fund on a ERLNEYRAR eas@@%ﬂheosbrﬁgi@edam%taﬁﬂm%@l\oherem
conprising: a conputer having a processor; and

fmy&ﬁggglgqg&?gﬁgcutlng in the processor, the code

bei ng configu 15 quantify an aggregate net

asset val ue ( NA&QIec?Pg ggfen{l{nﬁqfoﬁ &0 %ljtl(?lsefg%e egtf undglj&ﬁiter in

fund as of a curren Fe-price a

er ot M SSe GO MLt R o?fthe%‘f) BP ek 25 hé‘NfAXnd

at the close of_ the urren y

re-priced 20 G0SPAiFeE"Ed) nfa%rgeffm? P RRAG 5, gent of 2
pubI| thg rice for, use on the current date. 16. The
valua thﬁgnﬁ%o the NUQP AF'$ENiher ei n the code is

further configured to calculate a change in the ANAV
of the assets of the fund for the current date over a
WD 2007/ 146762 PCT/ US2007/ 070677 34 prior date, and
Wher efthat Reeyeagded tweal fopt payipe fradifien e dhRles R o 2
to said calculated change in the ANAV. 17. The
Pardbavrkon SR CBENG APEIHP P BB PR dasis a minimum
re-prici IS in response to 5 the any cal cul at ed
Eefamdey tlilent%tl%@n ANArigf datased eidhe pwefa fherds 6PPHRNG he
fund.

a computer having a processor; and
software code executing in the processor, the code being configured to:
quantify an aggregate net asset value (NAV) of the traditional assets of
the fund as of a current date;
re-price at least one guarantee contract in view of changes in the
ANAY relative to the ANAYV on a prior date;
price the fund at the close of the current date by adding each re-priced
guarantee contract to the ANAV; and

publish the price for use on the current date.

16. The valuation engine as in claim 15, wherein the code is further configured to

calculate a change in the ANAV of the assets of the fund for the current date over a
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18. A nethod for guaranteeing a mninmumreturn on a
maturity date for an investnent in an open-ended

that tracks an objective Benchmark, conprising on a
programed conputer the steps of: 10 responding to a
data feed which includes a state of the market on a
Rbt Yardasil whodiPME YsirhMee EdheadBIR-pitde Qb heslgRalculated
prOV|ded by a swap agreenment and an option agreenent,
Qgﬁ@@g{ﬁyebygvrelatlve to a state of the market on a
prior day; re-pricing the swap agreenent and the
opti on agreenent based on the adjustnments to the
magni tude of the hedges; 15 pricing a class of shares
B th n
JZ]ng??%VQ%gggeﬁﬁﬂpgihgggﬁen%?Vt égﬁgyigHgg%f% ¥&£0mwto

| V tion
SRR RR-A BIE M ANAS, o BARFA SRR TR
pr|C|ng step to a machi ne connected to the network as
a single price offering for the class of shares. 20

i ncl udin

the .

]algdl t oh“g Od qdr §“%?“Qeeb‘%govu%mﬁﬁ‘“{‘ IFHE 8% %t H‘ét““\%’asate for an
reement entere nt o e irst price
t“ﬂvﬁf“fﬁ}“dv o8 8genfwg BB et iy Rech b Rl tha

benc 07/ 146762 . PCT/USZOO?/O;OG?? 35
g‘%ﬁﬁ&u CtEVé’ ark, ﬁ%mBrbst“?go‘?P LRYPEaREKt COnPErdle fiepsof:
by the fund at . a second price that provides the hedge
agai nst anry‘?SHﬂ’éélFlS R 2j9qta; feed YRjchdnelrdes Restate 98 thep@pikes On a

t he guaranteed mnimumreturn on the naturity date.
daily basis by adjusting the magnitude of a hedge provided by a swap agreement and

an option agreement, respectively, relative to a state of the market on a prior day;

re-pricing the swap agreement and the option agreement based on the
adjustments to the magnitude of the hedges;

pricing a class of shares in the fund by computing a net asset value
(NAV) using the data in the state of the market data feed and adding to the NAV the
re-priced swap and option agreements; and

communicating the result of the pricing step to a machine connected to

the network as a single price offering for the class of shares.

19. The method as in claim 16, including the additional steps of:
providing terms of the swap agreement entered into by the fund at a

first price that provides the hedge against any decline in the benchmark;

the fund having an investnment stPCE/EHR007/070677
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providing terms of the option agreement entered into by the fund at a
second price that provides the hedge against any decline in the value of the fund

below the guaranteed minimum return on the maturity date.



