SUPPLEMENT
PassIM Structured Funds plc
(the “Company”)
Nordnet Smart 5 Fund
(the “Sub-Fund”)
15 October 2018
This document is supplemental to, forms part of and should be read in conjunction with the
Company’s prospectus dated and published on 22 September 2017 (the “Prospectus”). The
Company is an umbrella fund with segregated liabilities between sub-funds.
The information contained in this Supplement should be read in the context of, and together with, the
information contained in the Prospectus and distribution of this Supplement is not authorised unless
accompanied by or supplied in conjunction with a copy of the Prospectus. All capitalised terms shall have
the meaning set out in the Prospectus unless otherwise indicated.
The directors of the Company, whose names appear on page (iv) of the Prospectus (the “Directors”),
accept responsibility for the information contained in this Supplement. To the best of the knowledge and
belief of the Directors (who have taken all reasonable care to ensure that such is the case) the information
contained in the Supplement is in accordance with the facts and does not omit anything likely to affect the
import of such information.
Investors should note that the Sub-Fund may seek to achieve its investment objective by investing
principally in Financial Derivative Instruments as described below which may be complex and
sophisticated in nature. The Sub-Fund may invest substantially all of its assets in a Swap
Transaction and may also enter into other transactions for funding purposes as described in the
Prospectus. Investors should refer to the “Key Risks” section below for information in relation to
the risks associated with this Sub-Fund.
The attention of investors is drawn to the difference between the nature of a deposit and the
nature of an investment in the Sub-Fund because the principal invested in the Sub-Fund is
capable of fluctuation as the Net Asset Value of the Sub-Fund fluctuates. The potential difference
at any one time between the issue and the redemption price of Shares due to Redemption and
Subscription Charges which may apply means that an investment in the Sub-Fund should be
viewed as medium-to long-term. An investment in the Sub-Fund should not constitute a
substantial proportion of an investment portfolio and may not be appropriate for all investors.
Investment Horizon

Investment Objective

Principal Protection

Medium- to long-term

Growth

Principal at Risk

KEY FEATURES
Name of Sub-Fund

Nordnet Smart 5 Fund

Regulatory Status

UCITS

Date of Approval

11 May 2018

Investment
Objective

The Sub-Fund’s investment objective is to seek to provide medium- to long-term capital
growth to Shareholders in the Sub-Fund.

Base Currency

SEK

Profile of a Typical
Investor

The Sub-Fund is suitable for investors seeking a medium- to long-term diversified
investment exposure to equities, fixed income, credit, inflation linked assets and
commodities, who are prepared to accept the risks described in this Supplement.

Initial Offer Period

The period commencing at 8:00 a.m. (Dublin time) on 14 May 2018 or such other date
as the Directors may in their absolute discretion determine and notify to the Central
Bank and to subscribers and terminating at 6:00 p.m. (Dublin time) on the Closing Date.

Initial Issue Price

The price at which each Share is offered for subscription during the Initial Offer Period,
being 100 per Share in the relevant currency in which the respective Share Class is
denominated.

Closing Date

In respect of all Classes, 14 November 2018, or such other date as the Directors may in
their absolute discretion determine and notify to the Central Bank and to subscribers.

ISIN

SEK Share Class A (acc):

IE00BFWCX767

SEK Share Class B (acc):

IE00BFWCX874

EUR Hedged Share Class A (acc):

IE00BFWCX981

EUR Hedged Share Class B (acc):

IE00BFWCXB00

NOK Hedged Share Class A (acc):

IE00BFWCXC17

NOK Hedged Share Class B (acc):

IE00BFWCXD24

DKK Hedged Share Class A (acc):

IE00BFWCXF48

DKK Hedged Share Class B (acc):

IE00BFWCXG54

Fees

Please see the “Fees” section below for information on the fees applicable to the Index
(as defined below) and to the Sub-Fund.

INVESTMENT POLICY
Investment Return

The Sub-Fund will seek to achieve its investment objective by obtaining exposure to the
performance of a rules-based strategy (the “Index”), details of which are set out below.
The Index aims to provide investors with a diversified exposure across the following
asset classes: equities, fixed income, credit, inflation linked assets and commodities,
based on expected risk contribution of each constituent and a pre-defined overall risk
level (which is the volatility target of 5%).
To achieve its investment objective the Sub-Fund will enter into one (1) or more Swap
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Transaction(s) with one or more Swap Counterparties, under which the Swap
Counterparty or Swap Counterparties will provide exposure to the Index.
Index

The Index is the J.P. Morgan Nordnet Multi-Asset 5 Index. It is a rules-based proprietary
index, created and maintained by J.P. Morgan Securities plc, which aims to provide
synthetic exposure to a diversified basket of instruments (collectively the “Constituents”
and singularly each a “Constituent”).
Each of the Constituents is an index, index future, or an ETF (including up to 30% of US
ETFs) providing exposure to following the asset classes (or sub-set of the asset classes
(for example, equities from developed markets are a sub-set of the equities asset
class)):
-

Equities across developed and emerging markets (without limit),

-

Sovereign fixed income securities which may be fixed or floating rates, and
investment grade or below investment grade,

-

Corporate fixed income securities which may be fixed or floating rates and
investment grade or below investment grade,

-

Inflation bonds and real estate,

-

Commodities,

-

Alternative risk premia: Market neutral exposure to a range of equity risk
premium factors across global equities. Alternative risk premia describe nontraditional risk premia and can be found in all asset classes (equities, rates,
credit, currencies or commodities). They aim to provide returns in excess of the
risk-free rate of return that an investment is expected to yield. While alternative
risk premia aim to reward an investor for taking on some form of risk, this risk is
“alternative” to traditional market risk in the sense that it is intended to have lowcorrelation and tends to be structured in the form of a long / short investment.

The Constituents represent synthetic exposures to such asset classes. The
Constituents can feature both long and short positions and can take a leveraged
exposure to the underlying Asset Classes. The Sub-Fund’s exposure to the Index will
not be leveraged, however the Index itself will be leveraged (with such leverage
percentage not exceeding 700% as detailed below). Please refer to “Leverage” in the
“Key Risks” section for further information about the impact of this leveraged exposure
on the Sub-Fund.
The rules of the Index (“Index Rules”) allow for the addition, removal and/or
replacement of one or more Constituents as a result of the occurrence of one of the
Extraordinary Events (see the “Extraordinary Events” section below), with the result
that the Sub-Fund may not be exposed to all asset classes at any one time.
The Index allocates exposure to the individual Constituents in accordance with the
parameters prescribed in the Index Rules. The current risk budget, in accordance with
the Index Rules, is set out in the table below.
Equities

25%

Fixed Income

40%

Credit

5%

Inflation

5%

Commodities

5%

Alternative Risk Premia

20%
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The Index Rules determine exposures to the individual Constituents within the Index,
based on each Constituent’s volatility and correlation with the other Constituents, with
the aim that the Index’s exposure to each Constituent shall contribute the amount of risk
equal to its pre-defined risk budget as set out above and in the Index Rules.
Consequently, the exposure which the Index provides to a Constituent with a high risk
contribution will be less than the exposure it provides to a less risky Constituent.
The weights assigned to each of the Constituents are re-balanced on a monthly basis in
a rules-based manner, with the exception of ad-hoc adjustments which can happen
between the monthly rebalance dates. These intra-month adjustments are expected to
be exceptional and coincide with rapid increase in market volatility.
The Index’s exposure to each of the Constituents is calculated using the following 3
steps:
-

the preliminary weights in respect of each Constituent will be determined such
that the risk-contribution to the Index from the Constituents is apportioned as
per the risk budget (for example, 25% to equities as set out in the table above).
A Constituent risk budget is expressed as a percentage weight, equating to
100% across the Index;

-

leverage is applied targeting a volatility level of 5%, measured as the highest
realized volatility over the recent three, six and twelve month periods; and

-

leverage is capped taking into account the historical fall in value experienced by
the Constituent in extreme markets.

In the event that the Index does not comply with the diversification requirements of the
UCITS Regulations at any time, the Sub-Fund will reduce its exposure to the Index
appropriately.
The Index was designed by J.P. Morgan Securities plc and licenced to the Investment
Manager and the Company in respect of the Sub-Fund, pursuant to a licence
agreement. Exposure to the performance of the Index will be achieved in the manner
described below in the section “Implementation Method”.
As at the date of this Supplement, there will be an anticipated tracking error for the SubFund which is expected to be up to 1%. The anticipated tracking error is a measure of
the expected differences between the returns of the Sub-Fund and the Index.
Divergences between anticipated and realised tracking error will be explained in the
annual report for the relevant period.
The anticipated tracking error for the Sub-Fund is not a guide to future performance.
The Index Rules and Index Q&A can be viewed on: www.jpmorganindices.com. The
description of the Index contained in this supplement is intended only as a summary of
key terms from the Index Rules.
Composition of the
Index

As mentioned under the “Index” section above, the composition of the Index may
change over time. The level of the Index and the current Constituents (including the
components
of
the
Constituents)
of
the
Index
are
published
on
www.jpmorganindices.com.

Disrupted Day

Any Valuation Day on which a Market Disruption Event has occurred and/or is
continuing in respect of the Index or any Constituent. It may not be possible to establish
the valuation of the Index or a Constituent on a Disrupted Day, in which case the
calculation of the Net Asset Value of the Sub-Fund will be suspended, as set out under
“Suspension of Valuation” in the Prospectus.
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Index Business
Day

Any day which is a business day for the Index.

Index Calculation
Agent

J.P. Morgan Securities plc and any other Index Calculation Agent appointed by the
Index Sponsor

Index Sponsor

J.P. Morgan Securities plc

Disrupted Days

Any Valuation Day on which a Market Disruption Event has occurred and/or is
continuing. It may not be possible to establish the valuation of the Index on a Disrupted
Day, in which case the calculation of the Net Asset Value of the Sub-Fund will be
suspended, as set out under “Suspension of Valuation” in the Prospectus.

Market Disruption
Event

A Market Disruption Event will be deemed to occur on any each day during the life of
the Swap Transaction on which the Calculation Agent fails to calculate and publish the
value of the Index within the timeframe for publication agreed with the Investment
Manager. This will most likely happen if and when a market for an instrument to which
the Sub-Fund is exposed is closed as a result of a disruption (i) in the market or an
exchange or (ii) of the specific instrument (for example an ETF to which the Index is
exposed fails to publish the net asset value). The Calculation Agent is responsible for
making the determination of whether a disruption in (i) the market or exchange or (ii) of
the specific instrument has occurred and as a result whether a Market Disruption Event
has occurred.

Extraordinary
Events

1. Material change to or cancellation of the Index or a Constituent
Any modification to the Index (including a Constituent) that is made or proposed by the
Index Sponsor and (i) is not agreed by the Investment Manager acting on behalf of the
Sub-Fund; (ii) does not correct any error or address any ambiguity in the Index Rules,
and/or (iii) is detrimental to the Sub-Fund in respect of the Swap Transaction, shall
constitute a material change and may result in cancellation of the Swap Transaction.
The Calculation Agent shall as soon as reasonably practicable under the circumstances
notify the parties of the Swap Transaction of any amendment made to the Index Rules
by the Index Sponsor.
2. Cancellation of relevant licence
If, at any time, any relevant licence or other right granted to the Index Sponsor or the
Index Calculation Agent (or any of their Affiliates) to use or refer to the level of or other
information for any Constituent or any component of a Constituent (or other component
of the Index, any Constituent or any component of a Constituent, as applicable) (for this
paragraph an "Affected Constituent") is terminated, or is otherwise disputed, impaired
or ceases (for any reason), then the Index Calculation Agent may exclude or substitute
the Affected Constituent and may adjust the Index Rules as it determines appropriate to
account for such event including, without limitation, selecting a replacement index or
reference asset having similar characteristics to the Affected Constituent and the date
such replacement is effective.
3. Change in Law
Without prejudice to (i) the ability of the Index Sponsor or the Index Calculation Agent to
amend the Index Rules and (ii) section 2 “Material change or cancellation to the Index or
a Constituent” above, the Index Calculation Agent may, in respect of the Index, exclude
or substitute any Constituent or any component of a Constituent (or other component of
the Index, any component of a Constituent or sub-constituent, as applicable) affected by
the occurrence of a Change in Law (for this paragraph an “Affected Constituent”), and
if it excludes or substitutes an Affected Constituent, then the Index Calculation Agent
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may adjust the Index Rules as it determines to be appropriate to account for such
exclusion or substitution including, without limitation, selecting a replacement index or
reference asset having similar characteristics to the Affected Constituent and the date
such replacement is effective.
For this purpose:
“Change in Law” means on or after the Closing Date, due to (i) the adoption of, or any
change in, any applicable law or regulation (including, without limitation, any tax law or
adoption or promulgation of new regulations authorised or mandated by existing statute)
or (ii) the promulgation of, or any change, announcement or statement of the formal or
informal interpretation, by any court, tribunal or regulatory authority with competent
jurisdiction of any applicable law or regulation (including any action taken by a taxing
authority), a party to the Swap Transaction determines in good faith that it has become,
or will become within 30 calendar days following the date of such determination, illegal
to hold, acquire or dispose of (in whole or in part) any transaction or interest in or
relating to a Constituent or any component of a Constituent.
INSTRUMENTS TO IMPLEMENT INVESTMENT POLICIES
Implementation
Methods

To implement the investment policy of the Sub-Fund, the Sub-Fund will enter into one
(1) or more Swap Transaction(s) (which may be by way of total return swaps) with one
or more Swap Counterparties, under which the Swap Counterparty or Swap
Counterparties will provide exposure to the Index.
The Investment Manager has determined that the Sub-Fund will initially enter into a
Swap Transaction on an un-funded basis, together with certain Funding Investments (as
more particularly described below), as the most efficient method in current market
conditions to implement the Sub-Fund’s investment policies.
As a result of selecting this method of gaining exposure to the Index, the Sub-Fund will
not have any direct investment in the Index or any of the Constituents but will have a
contractual arrangement with the Swap Counterparty whereby it will receive a payment
linked to the performance of the Index.
Additional information on Un-Funded Swaps can be found in the “Investment
Management of the Sub-Funds” section of the Prospectus.

Swap Transaction

The Swap Transaction constitutes an over-the-counter swap transaction entered into
between the Company, on behalf of the Sub-Fund, and the Swap Counterparty. At any
time, the value of the Swap Transaction shall be linked to the performance of the Index.
The terms of the Swap Transaction will permit the Sub-Fund to terminate all or part of
the Swap Transaction at any time at fair value during the life of the Swap Transaction.
The Swap Transaction has a finite life and will therefore be rolled over from time to time.
The Swap Transaction will be entered into for periods of time during the life of the SubFund and, once such period has passed, is expected to be replaced with a new Swap
Transaction on equivalent terms, except for the level of the trading costs, which will vary
according to market conditions at the time of the entry into the new Swap Transaction. It
is envisaged that the Swap Transaction will be adjusted every one (1) year to reflect
changes in the transaction costs as agreed at that time.
The Sub-Fund may incur additional costs as a result of unwinding part of the Swap
Transaction to meet Redemption Requests or as a result of rolling forward the Swap
Transaction. Any such additional costs will be borne by the Sub-Fund. For a description
of the transaction costs, please see the "Fees" section.
The Swap Transaction may, at the discretion of the Investment Manager, be entered

Page 6 of 18

into on the basis of an Un-Funded Swap format or a Fully Funded Swap format.
The Sub-Fund’s exposure to the Swap Transaction is expected to be 100% of its Net
Asset Value and may not exceed 105% of its Net Asset Value. 100% of the revenue
generated by the Swap Transaction, net of the applicable fees described in the “Fees”
section below will be returned to the Sub-Fund.
Funding
Investments

As mentioned above, the Swap Transaction will initially be entered into as an UnFunded Swap.
As a result, the Sub-Fund shall invest up to 100% of its assets in Funding Investments
in the form of government bonds issued by one or more Member States of the European
Economic Area, which are primarily listed or traded on Recognised Markets.
The Funding Investments will represent fully-funded investments as the Sub-Fund will
invest substantially all of the subscription monies received during the initial offer period
and on each Subscription Date in the Funding Investments with the balance invested in
cash.
Investors should refer to the “Investment Management of the Sub-Funds” and “Risk
Factors” sections of the Prospectus for further information about the use and risks of the
Funding Investments.

Swap Counterparty

J.P. Morgan Securities plc and any other counterparty selected by the Investment
Manager which meets the requirements as set out in the Prospectus and of the UCITS
Regulations. Such other counterparties may or may not be related to the Investment
Manager, the Depositary or their respective delegates.
It is envisaged that J.P. Morgan Securities plc shall be the initial counterparty to the
initial Swap Transaction.
For the avoidance of doubt, the Swap Counterparty has no discretion over the
exposures which the Sub-Fund’s assets will obtain through the Swap Transaction.

Calculation Agent

J.P. Morgan Securities plc shall assume the role of calculation agent, in respect of such
Swap Transaction, with responsibility for making certain calculations and determinations
under the Swap Transaction.

Global Exposure

The Sub-Fund’s exposure to the Index will not be leveraged but there will be leverage
within the Index.
The Company’s RMP Statement enables it to accurately measure, monitor and manage
the various risks associated with the Sub-Fund’s use of FDI. As specified in the RMP
Statement, the Sub-Fund’s global exposure is subject to an advanced risk management
process which, in compliance with the UCITS Regulations, aims to ensure that on any
day the Absolute Value-at-Risk of the Sub-Fund will be no greater than 20% of its Net
Asset Value with a twenty (20) day holding period and a 99% confidence level. The
Value-at-Risk of the Sub-Fund is a daily estimation of the maximum loss which the SubFund may incur over a twenty (20) day holding period and is arrived at through
quantitative simulations with a 99% one tailed confidence interval and using a historical
observation period of at least 250 business days. This process is described in detail in
the RMP Statement.
Measuring levels of leverage using the absolute sum of the notionals of the derivatives
used, as required by the Central Bank, would produce a leverage percentage not
exceeding 700% of the Sub-Fund’s Net Asset Value, although investors should note
that higher levels of leverage may be experienced (e.g. in a low market volatility
environment). That methodology does not reflect any netting or hedging that the SubFund may have in place.
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The Company will, on request, provide supplementary information to Shareholders
relating to the risk management methods employed by the Company, including the
quantitative limits that are applied and any recent developments in the risk and yield
characteristics of the main categories of investments.
Collateral

In order to ensure that the Sub-Fund does not breach the requirements of the UCITS
Regulations regarding counterparty risk exposure, the Sub-Fund may require that
counterparties to any Financial Derivative Instruments with the Sub-Fund collateralise
the Sub-Fund, in order that the Collateral held by the Depositary on behalf of the SubFund mitigates the counterparty risk.
Insofar as collateral is required in respect of the Swap Transaction, it will be
collateralised in accordance with the UCITS Regulations and typically with government
bonds and cash but, in any case, with assets which are deemed acceptable collateral in
accordance with the UCITS Regulations and the requirements of the Central Bank and
which are set out in the “Investment Management of the Sub-Funds” section of the
Prospectus. Subject to compliance with the UCITS Regulations and the requirements of
the Central Bank and provided that the collateral must at all times be of adequate quality
and quantity, collateral will not be subject to limitations in respect of issuer type or
location, maturity or liquidity.
In accordance with the requirements of the Central Bank, the counterparties will be
required to transfer title in any collateral to the Sub-Fund and collateral will be held in a
segregated account by the Depositary or its delegate. Any collateral will be marked to
market daily and, in the event of a default by a counterparty, the Sub-Fund will have
instant access to the relevant collateral without recourse to the counterparty.
Any collateral will be held at the risk of the counterparty and the Sub-Fund will hold all
right, title and interest in and to the collateral. The Sub-Fund will monitor any collateral
to ensure that the securities to be provided as collateral will, at all times, fall within the
categories permitted by the Central Bank and will be fully diversified in accordance with
the requirements of the Central Bank.
Investors should note that there is a cost attached to any collateralisation of the SubFund that varies according to market conditions.

Currency Hedging

The Investment Manager will seek to hedge against the risk of currency movements
between the Base Currency of the Sub-Fund and the currency of each Class which is
denominated in another currency. This will be achieved through the entry into foreign
exchange transactions in respect of each such Class, as more particularly described in
the “Hedging” section of the Prospectus. The Sub-Fund may buy and sell currencies on
a spot and/or forward basis. A forward currency exchange contract involves an
obligation to purchase or sell a specific currency at a future date at a price set at the
time of the contract.

KEY RISKS
This section shall be read in conjunction with the “Risk Factors” section in the Prospectus.
The risks listed below and in the Prospectus should not be considered to be an exhaustive list of the risks,
which potential investors should consider before investing in the Sub-Fund. No person should deal in the
Shares unless that person understands the nature of an investment in the Shares and the extent of that
person’s exposure to potential loss. Each prospective investor should consider carefully whether the Shares
are suitable for it in the light of its circumstances and financial position. Prospective investors should consult
their own legal, tax, accountancy, financial and other professional advisers to assist them in determining the
suitability of the Shares for them as an investment. Potential investors should be aware that an investment in
the Sub-Fund may be exposed to other risks of an exceptional nature from time to time.
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Investors should note that the Sub-Fund may seek to achieve its investment objective by investing principally in
Financial Derivative Instruments.
Risk to your
Return

All investors should be aware that the value of their Shares, described herein, will
depend on the performance of the Index.
The Shares should therefore only be considered suitable for investors if they:

Lack of Operating
History

•

have read and understood the Supplement, including the description of how the
Swap Transaction will function so that they fully understand how their Shares will
perform as a result of the performance of the Index, which delivers the return of the
Sub-Fund; and

•

believe that the Index will generate a positive performance over the life of their
investment because a fall in the Index value will lead to them receiving less than
their initial investment upon redemption of their Shares.

Index
The Index and the Constituents are only recently established and therefore have no
history to evaluate the likely performance. Any back-testing or similar analysis
performed by any person in respect of the Index or the Constituents must be considered
illustrative only and may be based on estimates or assumptions not used by the Index
Calculation Agent when determining the level of the Index or the Constituents as the
case may be. There is no assurance as to how the Index or the Constituents will
perform in either absolute terms or in relative terms. Specifically, there can be no
assurance as to how the Index or the Constituents will perform in relation to the
performance of any other asset classes. It is not possible to predict whether the level of
the Index or the Constituents will rise or fall. The actual performance of the Index and
the Constituents may bear little relation to the historical levels of the Index and the
Constituents, as the case may be. The levels of the Constituents underlying the Index
can be volatile and move dramatically over short periods of time. There can be no
assurance that the relevant exposures will not be subject to substantial negative returns.
Positive returns on the Index may therefore be reduced or eliminated entirely. Past
performance should not be considered indicative of future performance.
Sub-Fund
The Sub-Fund is recently formed. There can be no assurance that the Sub-Fund will
achieve its investment objective. The past performance of the Investment Manager
cannot be construed as an indication of the future results of an investment in the SubFund.

Market Risks

The performance of the Index is dependent on the performance of the Constituents. As
a consequence, investors in the Sub-Fund should appreciate that their investment is
exposed to the performance of the Constituents as well as any market parameters that
could impact these Constituents, as well as their underlying components.
Equity risk: The Sub-Fund will be invested or exposed to equity securities. The value of
equity securities may decline due to general market conditions which are not specifically
related to a particular company, such as real or perceived adverse economic conditions,
changes in the general outlook for corporate earnings, changes in interest or currency
rates or adverse investor sentiment generally. They may also decline due to factors
which affect a particular industry or industries, such as labour shortages or increased
production costs and competitive conditions within an industry. Equity securities
generally have greater price volatility than fixed income securities.
Fixed Income risk: The Sub-Fund will be invested or exposed to fixed income securities
including indices, through the Swap Transaction and/or the Funding Investments. When
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interest rates decline, the value of fixed income securities generally can be expected to
rise. Conversely, when interest rates rise, the value of fixed-income instruments
generally can be expected to decline, which might adversely impact the Net Asset Value
of the Sub-Fund.
Credit risk: Debt issuers and other counterparties may be unable or unwilling to make
timely interest and/or principal payments when due or otherwise honor their obligations.
Changes in an issuer’s credit rating or the market’s perception of an issuer’s
creditworthiness may also affect the value of the Sub-Fund’s investment in or exposure
to that issuer. The degree of credit risk depends on the issuer’s financial condition and
on the terms of the securities.
Commodity risk: The Sub-Fund’s investment exposure to the commodities markets,
and/or a particular sector of the commodities markets, may subject the Sub-Fund to
greater volatility than investments in traditional securities, such as stocks and bonds.
The commodities markets may fluctuate widely based on a variety of factors, including
changes in overall market movements, domestic and foreign political and economic
events and policies, war, acts of terrorism, changes in domestic or foreign interest rates
and/or investor expectations concerning interest rates, domestic and foreign inflation
rates and investment and trading activities of mutual funds, hedge funds and
commodities funds. Prices of various commodities may also be affected by factors such
as drought, floods, weather, livestock disease, embargoes, tariffs and other regulatory
developments. The prices of commodities can also fluctuate widely due to supply and
demand disruptions in major producing or consuming regions. Such fluctuations might
adversely impact the value of the Sub-Fund.
Currency risk: Some of the components that comprise the Constituents are
denominated in currencies other than the Base Currency. As such, investors in the SubFund will be exposed to foreign exchange risk between such Constituents and the Base
Currency. FX rates are highly volatile and moves in the FX rate may result in losses of
some or all of the Index returns due to the exchange rate conversions.
While the Investment Manager will seek to hedge against the risk of currency
movements between the Base Currency of the Sub-Fund and the currency of each
Class which is denominated in another currency, there will be residual risk. Investors
should take into account the potential risk of loss arising from fluctuations in the rate of
exchange between the Base Currency and the currency of each Class, as the Net Asset
Value may be affected unfavourably by adverse currency movements.
Exposure to another collective investment scheme: The Index may include ETFs, which
are a collective investment scheme. As such, the Sub-Fund and its investors will also
indirectly bear a portion of the fees, costs and expenses of the underlying ETF,
including management, investment management and administration fees and other
expenses (with such fees, costs and expenses borne to form part of the “Cost and other
deductions contained within the Index” section below). In addition, an ETF may trade at
a discount to net asset value, fail to develop an active trading market, halt trading on the
listing exchange, fail to track the referenced index, or hold troubled securities.
The Index

The Index, which has been selected by the Investment Manager, is an objective,
algorithmic and rule-based index.
No assurance is given that the use of this algorithm will address any of the risks
associated with an investment linked to the Index. This may lead to formulaic
investment decisions which do not try to anticipate market movements of the
constituents of the Index.
For example, the algorithm may result in exposure to options, futures contracts and
indices which constitute the Index being adjusted upwards at a relatively high price and
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adjusted downwards at a relatively low price, which may adversely affect the
performance of the Sub-Fund.
Index Performance

The Index will, amongst others, reflect the performance of each Constituent entered into
in accordance with the Index Rules. This performance or “mark-to market” will vary on
each day depending the prevailing value (or mark-to-market value) of the Constituents,
as well as their underlying components, among other things of which the Index is
comprised. As a consequence, investors in the Sub-Fund should appreciate that their
investment is exposed to the performance of the Index and the Constituents.
Various market factors (such as but not limited to volatility, interest rates and dividends)
and circumstances at any time and/or over any period could cause the Index, and thus
the Sub-Fund, to fail to perform as expected. The Investment Manager provides no
guarantee or assurance as to the performance of the Index or the expected results
of the Constituents over any period of time.
The performance or “mark-to-market” values of the Constituents, as well as their
underlying components, may be volatile and move dramatically over short periods of
time. There can be no assurance that the relevant synthetic exposures will not be
subject to substantial negative returns. Positive returns within the Index may therefore
be reduced or eliminated entirely due to movement in any of the relevant market
parameters.
Accordingly, potential investors in the Sub-Fund should determine whether the Index is
appropriate for them in light of their individual circumstances and investment objectives.
No assurance can be given that the investment strategy on which the Index is based will
be successful or that the Index will outperform any alternative strategy that might be
employed in respect of the Constituents.

Leverage

In order to seek to achieve a target volatility of 5%, the Index takes a leveraged
exposure to the Constituents, which can be up to 700%.This leverage can amplify
losses as well as gains arising from the Constituents.

Counterparty Risk

The Sub-Fund will enter into a Financial Derivative Instrument, the Swap Transaction,
with counterparties to obtain exposure to the Index.
The Sub-Fund will be subject to the risk of the inability of any such counterparty to
perform its obligations, whether due to insolvency, bankruptcy or other causes.
Although the Swap Counterparty will provide Collateral to reduce the Sub-Fund’s
exposure to it, the insolvency of the Swap Counterparty would adversely affect the
ability of the Swap Counterparty to meet its payment obligations to the relevant SubFund. In particular, investors should be aware that in the case of insolvency of the
Swap Counterparty, the Collateral held by the Sub-Fund at that time may not be
sufficient to allow the Sub-Fund to meet its investment objective and in such cases your
return may be reduced.
In the event that it is not possible to secure a Swap Counterparty, this will result in the
Directors seeking to terminate the Sub-Fund in accordance with the Fund Termination
provisions as set out in the “Miscellaneous” section below.

Target Volatility

The Index rebalances monthly by assigning weights and leverage to the Constituents
with the aim of targeting a volatility of 5%. However, because these weights and
leverage are assigned based on historical volatility of the Constituents and are subject
to a cap, the actual realised volatility of the Index may be greater or less than 5%, which
may affect the performance of the Index. Furthermore, as the Index rebalances monthly
and on an ad-hoc basis, the realised volatility of the Index may not follow the target
volatility as closely as an equivalent strategy that rebalances more frequently (e.g.
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daily).
Notional Exposure

The Index is constructed on the basis of “notional” exposures to the Constituents.
Accordingly, there is no actual portfolio of assets within the Index to which any person is
entitled or in which any person has any ownership interest. The Index merely tracks the
performance of exposures to the Constituents, the performance of which is used as a
reference point for the purposes of calculating the value of the Index. Consequently,
investors in the Sub-Fund will not have any claim against any of the Constituents, as
well as their underlying components, referenced by the Index.

Cost and other
deductions
contained within
the Index act as
drag on the
performance of the
Index

The effect of the deduction of the cost and other deductions contained in the Index (as
disclosed below) is to act as a drag on the performance of the Index.
As a result of the deduction of such costs from the Index, the value of the Index in
respect of any Index Business Day will be less than would otherwise be the case were
such costs not deducted or applied. As these deductions are not fixed fees but
percentages, the monetary amount of the deductions will increase or decrease as the
value of the Index increases or decreases. Additionally, certain of the Constituents
embed replication costs, which reduce the performance of the Index compared to an
otherwise equivalent strategy comprising constituents which do not contain embedded
(replication) costs. These replication costs are designed to cover the cost that a
hypothetical investor or dealer would incur in trying to replicate the returns of the
Constituents. The Counterparty, being a major global investment bank with multiple
trading desks across all asset classes, may not incur the same costs as a hypothetical
investor or dealer and may therefore earn revenues from replicating such Constituents.

Reliance of the
Index on Licences,
Exchange Trading
and Price
Publication

The publication of the Constituent level may depend on the maintenance of requisite
index licences, the continued exchange trading (and price publication of) the applicable
Constituent. Any disturbance or discontinuation of any of these actions may adversely
affect the ability of the Index Calculation Agent to continue with the calculation and
publication of the Index level.

Swap Transaction

As the Sub-Fund will initially implement its investment policy through the Swap
Transaction, which is subject to certain costs, fees and expenses (as more particularly
described below), the Sub-Fund’s performance is expected to differ from the
Constituents which are referenced in the Index and the Index itself.

Non-Business Day
Risks

It is possible that the Swap Transaction may be adjusted on days which are not
business days for the Index. Exposure to the Index may be adjusted on a day with
potentially little or no liquidity for the Index, which might adversely affect the price paid
for the trades.
Even though the Sub-Fund may not accept subscriptions or redemptions on a day which
is not a Business Day for the Sub-Fund, exposure within the Index may still be
reallocated according to the Index, which might adversely impact the Net Asset Value of
the Sub-Fund.

Determinations of
a Calculation
Agent

As with any total return swap, the terms of the Swap Transaction require certain
calculations and determinations to be made by a calculation agent. The Calculation
Agent of the Swap Transaction will make these calculations and determinations in
respect of the Swap Transaction, acting in good faith and in a commercially reasonable
manner.
For the avoidance of doubt, the Calculation Agent has no discretion over the exposures
which the Sub-Fund’s assets will obtain through the Swap Transaction.
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Liquidity

The Sub-Fund may be subject to capacity constraints within the Index for a variety of
reasons, including, but not limited to, a lack of liquidity in the Constituents (or any of
them).

EU Benchmark
Regulation

Investors should note that, in accordance with the requirements of Regulation (EU)
2016/11 of the European Parliament and Council of 6 June 2016 on indices used as
benchmarks in financial instruments and financial contracts or to measure the
performance of investment funds (the “Benchmark Regulation”), the Company has
adopted an index contingency plan to set out the actions which the Company would
take in the event that a benchmark used by the Sub-Fund materially changes or ceases
to be provided (the “Index Contingency Plan”). Actions taken by the Company on the
foot of the Index Contingency Plan may result in changes to the investment objectives
or investment policies of the Sub-Fund, which may have an adverse impact on the value
of an investment in the Sub-Fund. Any such changes will be implemented in
accordance with the requirements of the Central Bank and the terms of the Prospectus.
It is expected that the benchmark administrator of the Index will be included in the
register to be maintained by ESMA under the Benchmark Regulations.

U.S. Withholding
Taxes

Section 871(m) of the U.S. Internal Revenue Code of 1986, as amended (the “Code”)
and regulations thereunder treat a “dividend equivalent” payment as a dividend from
sources within the U.S. Such payments are generally subject to a 30% U.S. withholding
tax (subject to reduction under an applicable treaty). A “dividend equivalent” payment is
(i) any payment of a substitute dividend made pursuant to a securities lending or salerepurchase transaction that references the payment of a dividend from an underlying
security, (ii) any payment made pursuant to a notional principal contract (an “NPC”)
described in Treasury Regulations section 1.871-15(d) (a “specified notional principal
contract” or a “specified NPC”) that references the payment of a dividend from an
underlying security, (iii) any payment made pursuant to an equity-linked instrument (an
“ELI”) described in Treasury Regulations section 1.871-15(e) (a “specified ELI”) that
references the payment of a dividend from an underlying security, or (iv) any other
substantially similar payment.
An ELI is a financial instrument (other than a securities lending or sale-repurchase
transaction or an NPC) or combination of financial instruments that references one or
more underlying securities to determine its value, including a futures contract, forward
contract, option, contingent payment debt instrument, or other contractual arrangement.
An “underlying security” is any interest in an entity if a payment with respect to that
interest could give rise to a U.S. source dividend.
The regulations under Section 871(m) of the Code apply with respect to specified NPCs
and specified ELIs issued prior to January 1, 2018, that have a “delta” of one (as
determined pursuant to the applicable Treasury Regulations). Accordingly, payments to
the Sub-Fund under the Swap Transaction (or, in some cases, deemed payments) that
correspond to payments of U.S. sourced dividends from any of the Constituents will be
subject to 30% withholding (as reduced by an applicable treaty) as determined by a
relevant withholding agent. Each investor should consult its tax advisors regarding the
potential application of United States federal withholding taxes to payments on or under
its investment in the Sub-Fund.

The foregoing list of risk factors is not intended to be exhaustive. All persons should seek such advice
as they consider necessary from their professional advisors, legal, tax or otherwise.
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DEALING
Classes

Class

Minimum
Initial
Investment

Minimum
Shareholding

Minimum
Additional
Investment

SEK Share Class A (acc)

SEK 100,000

SEK 100,000

SEK 1

SEK Share Class B (acc)

SEK 100,000

SEK 100,000

SEK 1

EUR Hedged Share Class A (acc)

EUR 10,000

EUR 10,000

EUR 1

EUR Hedged Share Class B (acc)

EUR 10,000

EUR 10,000

EUR 1

NOK Hedged Share Class A (acc)

NOK 100,000

NOK 100,000

NOK 1

NOK Hedged Share Class B (acc)

NOK 100,000

NOK 100,000

NOK 1

DKK Hedged Share Class A (acc)

DKK 100,000

DKK 100,000

DKK 1

DKK Hedged Share Class B (acc)

DKK 100,000

DKK 100,000

DKK 1

A Classes

Shares of A Classes may only be acquired by the Local Sub-Distributor (defined below
under the “Distribution and Selling Restrictions” section) purchasing such Shares on
behalf of advisory and portfolio management clients.

Subscription &
Redemption Dates

Each Business Day.

Valuation Day

Each Business Day.

Business Day

A day which is a London, Dublin, Stockholm, Oslo, and Copenhagen Business Day and
an Index Business Day.

Valuation Point

11:59 p.m. (Dublin time) on each Valuation Day.

Dealing Day

Each Subscription or Redemption Date, as applicable, and/or such other day or days as
the Directors may determine from time to time on prior notification to the Shareholders.

Dealing Deadline

12:30 p.m. (Dublin time) one Business Day before the relevant Subscription Date or
Redemption Date, as applicable.

Deadline for
Receipt of
Subscription
monies

5 p.m. (Dublin time) three (3) Business Days after the relevant Subscription Date.

Consequences of
Disrupted Days

It may not be possible to establish the valuation of the Index on a Disrupted Day, in
which case the calculation of the Net Asset Value of the Sub-Fund will be suspended,
as set out under “Suspension of Valuation” in the Prospectus.

Redemptions

Shareholders who redeem their Shares will receive the Redemption Price which shall be
an amount equal to the Net Asset Value per Share on the Redemption Date on which
their Shares are redeemed less any Redemption Charge (which may be waived by the
Company).
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Redemption
Proceeds

Payment of Redemption Proceeds will be made three (3) Business Days after the
relevant Redemption Date or, if later, the receipt of completed redemption
documentation pursuant to the procedure outlined in the Prospectus, provided that all
the documentation required by the Administrator has been received including the
Redemption Request, application form and all documentation required for anti-money
laundering purposes (as applicable).

FEES
This section should be read in conjunction with the “Fees and Expenses” section of the Prospectus and
investors should note that the Sub-Fund will also bear its proportional share of the general fees and expenses
of the Company set out in the Prospectus.
Investment
Management Fee

The Investment Manager shall be paid an investment management fee equal to 0.07%
per annum of the Net Asset Value for each Class.
The fees payable to the Investment Manager shall be payable quarterly in arrears.

Operating
Expenses

The Operating Expenses of the Sub-Fund shall include all of the expenses of the SubFund (such as the fees and expenses of the Directors, the Administrator, the
Depositary, the fees of the Auditor and the fees of the independent valuation agent)
except for establishment expenses, the transaction costs set out below and such
extraordinary or exceptional costs and expenses (if any) as may arise from time to time,
such as material litigation in relation to the Sub-Fund, as may be determined by the
Directors in their discretion, which will be paid out of the assets of the Sub-Fund.
The Operating Expenses will be equal to 0.10% per annum of the Net Asset Value.
The fees payable to the Administrator and the Depositary shall be payable quarterly in
arrears.
In the event that the Operating Expenses of the Sub-Fund for any financial year exceed
the rate set out above, the Local Sub-Distributor has undertaken to the Company to
reimburse the Sub-Fund for any shortfall. Conversely, in the event that the Operating
Expenses of the Sub-Fund for any financial year are below the rate set out above, the
Local Sub-Distributor shall be entitled to receive any surplus.

Distribution Fee

The Distribution Fee shall be a fee paid out of the assets of the Sub-Fund accrued on
each Valuation Day and payable, via the Distributor and Sub-Distributor to the Local
Sub-Distributor at the following percentage of NAV per annum for each Class:
Class A: 0%
Class B: 0.62%

Redemption
Charge

No redemption charge will be levied.

Subscription
Charge

No subscription charge will be levied.

Cost and other
deductions
contained within
the Index

There are deductions contained at the level of the Index to generally account for (i)
running costs, which reflect the cost that an investor may incur in holding their exposure
to the Constituents, (ii) rebalancing costs which reflect the costs an investor may incur in
adjusting their exposure to the Constituents and which arise on each monthly rebalance
date or when the weights of the Constituents are adjusted, and (iii) synthetic transaction
costs that are embedded in certain Constituents, which reflect the cost that an investor
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may incur when replicating a financial exposure to such Constituents. Further details on
costs and deductions are contained in the Index Rules and Index Questions & Answers
document (“Index Q&A”).
Transaction Costs

In implementing the investment policy, the Sub-Fund will bear certain transaction costs.
Such costs may include costs associated with brokerage, dealing and other activity.
The investment policy of the Sub-Fund is implemented through the Swap
Transaction(s). Costs related to the Swap Transaction, commonly known as a “spread”,
will vary according to market conditions. Such transaction costs primarily reflect the
Counterparty’s cost of obtaining exposure to the Index and the cost of providing any
Collateral. It is to be noted that the spread of the Swap Transaction(s) will vary
according to market conditions but will be capped at a maximum of 0.15%. On any
Dealing Day on which there are net subscriptions into or net redemptions out of the
Sub-Fund, the Net Asset Value per Share will be adjusted to take account of the spread
of the Swap Transaction. Please see “Swing Pricing” in the Prospectus for further
details.

Establishment
Costs

The establishment expenses of the Sub-Fund will be borne by the Investment Manager.

DISTRIBUTION AND SELLING RESTRICTIONS
Local SubDistributor

Nordnet Bank AB

Distribution and
Selling
Restrictions

The issue or distribution of this Supplement and the offer of the Shares may be limited
in certain jurisdictions. The information below is given for information only and it is the
responsibility of any person in possession of this Supplement and any person wishing to
apply for Shares to become informed and comply with applicable laws and regulations
in any applicable jurisdiction. Any person wishing to apply for Shares should seek the
services of a consultant in order to determine the legal and regulatory framework for
their investment, including any foreign exchange or tax control rules due to their country
of citizenship, residence or domicile that must be complied with.
This Supplement and the Prospectus are not, and shall not be used for, or in relation
with, an offer, direct sale, or solicitation by anyone in any jurisdiction in which this offer,
solicitation or direct sale is not authorised, or to any person to whom it is illegal to make
such an offer or solicitation.
Further information on the Company’s distribution and selling restrictions with respect to
various jurisdictions is contained in Annex VI of the Prospectus (including without
limitation the United States).
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MISCELLANEOUS
Fund Termination

In the event that the Directors believe that the Sub-Fund is unlikely or unable to achieve
its investment objective, then the Directors may also recommend to the Shareholders
that the Sub-Fund be terminated by way of special resolution of the Shareholders of the
Sub-Fund.
The Directors may also recommend the termination of the Sub-Fund to Shareholders
where it reasonably believes that due to economic or market conditions or for other
reasons beyond its control (such as a change in regulation or taxation) its ability to
achieve its investment objective or to pursue its investment policy is materially impaired
and/or such objective or policy is no longer appropriate and/or it is no longer viable to
run the Sub-Fund or where its continued operation is detrimental to the interest of
Shareholders. Should such circumstances arise, the Directors will only terminate the
Sub-Fund once it has considered alternative options and has obtained any necessary
approval of the Central Bank and subject always to its obligations to consider the best
interests of Shareholders.

Other Sub-Funds

The Company currently has eight (8) other sub-funds:
•

Protect 80 Fund;

•

J.P. Morgan Multi-Asset Protect 80 Fund;

•

J.P. Morgan Multi-Asset Protect 85 Fund;

•

J.P. Morgan Multi-Asset Protect 90 Fund;

•

J.P Morgan XRP 7.5% Fund;

•

Erste Risk Premia Fund;

•

Nordnet Smart 10 Fund;

•

Nordnet Smart 15 Fund.
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Disclaimer
J.P. Morgan Securities plc
The methodology and algorithm (the “Algorithm”) behind the J.P. Morgan Nordnet Multi-Asset 5 Index (the
“Index”) have been designed by J.P. Morgan Securities plc (“JPMS plc”) and perpetually licensed to J.P.
Morgan Mansart Management Limited and PassIM Structured Funds plc (the “Licensees”) acting for and
on behalf of Nordnet Smart 5 Fund (the “Sub-Fund”). None of the Index or the Sub-Fund is sponsored,
endorsed, operated, sold or promoted by JPMS plc, acting in its capacity as licensor of the Algorithm (the
“Licensor”). The Licensor makes no representation whatsoever, whether express or implied, either as to
the results to be obtained from the use of the Algorithm and/or the level at which any underlying
constituents of the Algorithm stands at any particular time on any particular date or otherwise. The
Licensor makes no representation or warranty, express or implied, to investors in or owners of the SubFund (or any person taking exposure to it) or any member of the public in any other circumstances (each
an “Investor”): (a) regarding the advisability of investing in securities or other financial products generally
or in the Sub-Fund particularly; or (b) the suitability or appropriateness of an exposure to the Index in
seeking to achieve any particular objective. It is for those taking an exposure to the Sub-Fund and/or the
Index to satisfy themselves of these matters and such persons should seek appropriate professional
advice before making any investment. The Licensor is not responsible for and does not have any
obligation or liability in connection with the issuance, administration, promotion or trading of the Sub-Fund.
The publication of the Index and the referencing of any asset or other factor of any kind in the Index does
not constitute any form of investment recommendation or advice in respect of that asset or other factor by
JPMS plc and no person should rely upon it as such. The Licensor does not act as an investment adviser
or investment manager in respect of the Index and/or the Sub-Fund and, does not accept any fiduciary
duties in relation to the Index and/or, the Licensees or to any Investor.
JPMS plc is under no obligation to continue the calculation, publication and dissemination of the Algorithm
and it may delegate to an affiliate or a third party some or all of its duties in relation to the Algorithm. The
Licensor makes no representation or warranty, express or implied, to the Investor of the Sub-Fund or any
member of the public regarding the advisability of investing in securities generally. The Licensor is not
responsible for and has not participated in the determination of the timing of, prices at, or quantities of the
Shares of the Sub-Fund to be issued.
THE ALGORITHM IS DERIVED FROM SOURCES THAT ARE CONSIDERED RELIABLE, BUT THE
LICENSOR DOES NOT GUARANTEE THE VERACITY, CURRENCY, COMPLETENESS OR
ACCURACY OF THE ALGORITHM OR OTHER INFORMATION FURNISHED IN CONNECTION WITH
THE ALGORITHM. NO REPRESENTATION, WARRANTY OR CONDITION, EXPRESS OR IMPLIED,
STATUTORY OR OTHERWISE, AS TO CONDITION, SATISFACTORY QUALITY, PERFORMANCE, OR
FITNESS FOR PURPOSE ARE GIVEN OR DUTY OR LIABILITY ASSUMED BY THE LICENSOR IN
RESPECT OF THE ALGORITHM OR ANY DATA INCLUDED THEREIN, OMISSIONS THEREFROM OR
THE USE OF THE ALGORITHM IN CONNECTION WITH THE SUB-FUND, AND ALL THOSE
REPRESENTATIONS, WARRANTIES AND CONDITIONS ARE EXCLUDED SAVE TO THE EXTENT
THAT SUCH EXCLUSION IS PROHIBITED BY LAW.
To the fullest extent permitted by law, The Licensor shall have no liability or responsibility to any person
or entity for any loss, damages, costs, charges, expenses or other liabilities, including, without limitation,
liability for any special, punitive, indirect or consequential damages (including lost profits), even if notified
of the possibility of such damages, whether caused by the negligence of that person or otherwise, arising
in connection with the use of the Algorithm or in connection with the Sub-Fund. The Algorithm is the
exclusive property of JPMS plc. JPMS plc may independently issue or sponsor other indices/strategy or
products that are similar to and may compete with the Index and/or the Sub-Fund. JPMS plc may also
transact in assets referenced in the Index (or in financial instruments such as derivatives that reference
those assets) and/or the Sub- Fund. It is possible that these activities could have an effect (positive or
negative) on the value of the Index and/or the Sub-Fund.

