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Risk warnings relating to ACTIAM portfolio management services to professional 
investors 

INFORMATION ON THE NATURE AND RISKS OF CERTAIN INVESTMENTS 

 

The information contained in this document cannot disclose everything about the nature and 
risks of all financial instruments that may be acquired for the Portfolio.  Rather it is a general 
description of the nature and risks of financial instruments, which explains the nature of the 
specific types of instruments which the Client (referred to in this document as "you") may 
include in the Portfolio, subject to the Investment Guidelines, as well as the risks particular to 
those instruments.  Further information with respect to financial instruments may be provided 
in your agreement with ACTIAM. 

 

You should only provide for the Investment Guidelines to permit the Manager to include the 
financial instruments and/ or investment strategies referenced below in the Portfolio, if you 
fully understand the nature and the risks of the financial instruments and/ or investment 
strategies you are permitting the Manager to gain exposure to on your behalf and the extent 
of your exposure to risk that is permitted by the parameters that you have set in the Investment 
Guidelines.  You should also be satisfied that such financial instruments and/ or investment 
strategies are suitable for the Portfolio in light of your circumstances, your investment 
objectives and your financial situation. 

 

While financial instruments and/ or investment strategies can be utilised for the management 
of investment risk, certain financial instruments and/ or investment strategies are unsuitable 
for certain investors.  Different financial instruments and/ or investment strategies involve 
different levels of exposure to risk, and in deciding whether to include such instruments in the 
Investment Guidelines you should be aware of the following points.  This document also 
contains information pertaining to the terms and operation of certain Trading Agreements, 
particularly ISDA Master Agreements, Global Master Repurchase Agreements and clearing 
agreements. 

 

1. GENERAL 

1.1 Return risk 

The value of investments and the income from them may fluctuate and go down as well as up.  
There is no guarantee that the investment objective of the Portfolio will actually be achieved or 
that you will get back the amount initially invested. The value of investments may be affected by 
a variety of factors, including market, economic and political developments, interest rates and 
foreign exchange rates, as well as issuer-specific events. Past performance is not a guide to 
future performance. 

1.2 Currency risk 

Investments denominated in currencies other than your base currency carry the risk of exchange-
rate movements. A movement in exchange rates may have a separate effect, unfavourable as 
well as favourable, on gains and losses in the Portfolio.  Hedging techniques may, in certain 
circumstances, be limited or not be successful. 

1.3 Illiquid markets risk  

 The market for some investments may be restricted or illiquid. There may be no readily available 
market and from time to time there may be difficulty in dealing in such investments or obtaining 
reliable information about the value and extent of risks associated with such investments.   

 

 



1.4 Leveraged instruments 

Leveraged instruments are financial instruments that enable you to gain greater exposure in the 
market, without increasing your underlying capital investment. Leveraged instruments generally 
entail higher risk as a relatively small movement can lead to a potentially larger movement, 
unfavourable or favourable, in the value of the leveraged instrument. The price of these 
instruments can therefore be volatile and carry the risk of investment loss, including the loss of 
the entire investment amount. 

1.5 Investment strategies 

 An investment strategy is a plan to guide your investment decisions based on individual goals, risk 
tolerance and future needs for capital. The components of most investment strategies 
include asset allocation, buy and sell guidelines, and risk guidelines. Asset allocation is an 
investment strategy that aims to balance risk and reward by apportioning a portfolio's assets 
according to an individual's goals, risk tolerance and investment horizon. The three main asset 
classes - equities, fixed-income, and cash and equivalents - have different levels of risk and 
return, so each will behave differently over time. Below you will find more about these asset 
classes. The fact that a Responsible Overlay may be a part of the asset allocation adds a level of 
risk taking into account the fact that the return of the financial instruments may differ from that of 
the applicable benchmark and concentration of financial instruments in the same countries, 
regions, sectors or specific companies may have a greater impact on the value in the Portfolio. 

 

2. EQUITY SECURITIES AND DEBT SECURITIES 

 Buying equity securities (the most common form of which are shares) will mean that you will 
become a member of the issuer company and participate fully in its economic risk.  Holding equity 
securities will generally entitle you to receive any dividend distributed each year (if any) out of the 
issuer's profits made during the reference period. 

On the other hand, buying debt securities (such as bonds and certificates of deposit) will mean 
that you are, in effect, a lender to the company or entity that has issued the securities. Holding 
debt securities will generally entitle you to receive specified periodic interest payments, as well 
as repayment of the principal at maturity. 

Generally, holdings in equity securities will expose you to more risk of capital loss than debt 
securities since the performance and the risk of such an instrument is tied more closely to the 
profitability of the issuer. In the event of insolvency of the issuer, your claims for recovery of your 
equity investment in the issuer will generally be subordinated to the claims of both preferred or 
secured creditors and ordinary unsecured creditors of the issuer.   

There may be an extra risk of losing money when shares are bought in some smaller companies, 
such as penny shares. There may be a significant difference between the buying price and the 
selling price of these shares. If they have to be sold immediately, the Portfolio may get back much 
less than was paid for them since it can be difficult to liquidate these investments. The price may 
change quickly and it may go down as well as up. 

The risks of capital loss associated with holdings in debt securities, on the other hand, generally 
arise only where the issuer is in a state of financial distress.  Moreover, in the event of insolvency 
of the issuer, you are likely to be able to participate with other creditors in the allotment of the 
proceeds from the sale of the company's assets in priority to holders of equity securities. 

Equity and debt securities would expose you to both the specific risks associated with individual 
securities held (and the financial soundness of their issuers), as well as the systemic risks of the 
equity and debt securities markets. 

Convertible bonds are a hybrid between debt and equity, permitting holders to convert into shares 
in the company issuing the bond at a specified future date. As such, investments in convertible 
bonds may be exposed to equity movement and greater volatility than traditional bond 
investments. In addition, the global bond markets have from time to time experienced extreme 
price and volume fluctuations. Any such broad market fluctuations may adversely affect the 
trading price of convertible bonds 



2.1     Additional Regulatory Obligations  

Certain equity and debt securities transactions may also give rise to additional regulatory 
obligations, including an obligation to: 

2.1.1 keep records of transactions following termination;or 

2.1.2 make timely confirmation of transactions; 

Whether such additional risk mitigation obligations apply and the extent of those obligations may 
depend on your classification under relevant legislation.     

 

3. DERIVATIVES AND SECURITIES FINANCING TRANSACTIONS  

An investment in derivatives and securities financing transactions may involve additional risks. 
These additional risks may arise as a result of the inability of a counterparty to perform with 
respect to transactions, whether due to its own insolvency or that of others, bankruptcy, market 
illiquidity or disruption, resolution or other action taken by a local regulator (including the bail-in of 
relevant liabilities) or other causes and whether resulting from systemic or other reasons.  

To the extent that derivative instruments are utilised for speculative purposes, the overall risk of 
loss to the Portfolio may be increased. To the extent that derivative instruments are utilised for 
hedging purposes, the risk of loss to the Portfolio may be increased where the value of the 
derivative instrument and the value of the security or position which it is hedging are insufficiently 
correlated. 

Derivatives and securities financing transactions may have a contingent liability, and you 
should be aware of the implications of this, in particular the margining requirements, which are 
described in paragraph 3.2.6 below. 

 

3.1 Instrument Types 

3.1.1 Futures and forwards 

Transactions in futures and forwards involve the obligation to make, or to take, 
delivery of the underlying asset of the contract at a future date, or in some cases to 
settle your position with cash. Transactions in futures and forwards may carry a high 
degree of risk as the "gearing" or "leverage" that can be obtained through them 
means that a small deposit or down payment can lead to large losses as well as 
gains. It also means that a relatively small movement in the underlying asset can 
lead to a proportionately much larger movement in the value of your investment, and 
this can work against you as well as for you. The market value of the underlying asset 
may differ significantly from the agreed price for such asset under the future or 
forward transaction (both at settlement and during the life of the future or forward 
transaction) due to fluctuations in market price and interest rate movements. The 
market value of the underlying asset may also be impacted by a party undertaking 
proprietary activities (including hedging) and/or making a market in securities which 
are identical or economically related to the underlying asset, which will in turn impact 
the value of the future or forward transaction.  

3.1.2 Options  

Transactions in options involve one of the parties having the right (but not the 
obligation) to make, or to take, delivery of the underlying asset of the contract at a 
future date, or in some cases to settle your position with cash from the Portfolio. 
There are many different types of options with different characteristics subject to 
different conditions: 

3.1.2.1 Buying Options 

Allowing the Manager to buy options involves less risk than allowing the 
Manager to sell options because, if the price of the underlying asset moves 
against you, the Manager can simply allow the option to lapse. The maximum 



loss is limited to the premium, plus any commission or other transaction 
charges. However, if the Manager buys a call option on a futures or forward 
contract for the Portfolio and the Portfolio later exercises the option, you will 
acquire the futures or forward contract. This will expose you to the risks 
described under "futures and forwards" and "contingent liability transactions". 
If the price of the underlying asset moves in your favour, buying an option 
provides you with a greater exposure to the change in value than if you had 
invested in the asset itself. 

3.1.2.2 Writing Options 

The risks involved in writing options are considerably greater than buying 
options. You may be liable for margin to maintain your position and a loss may 
be sustained well in excess of any premium received. By allowing the Manager 
to write an option on your behalf, you accept a legal obligation to purchase or 
sell the underlying asset (or make an economically equivalent cash payment) 
if the option is exercised against you, however far the price of the asset 
underlying the option has moved away from the exercise price. If you already 
own the underlying asset which the Manager has contracted on your behalf to 
sell (known as "covered call options") the risk is reduced. If you do not own the 
underlying asset (known as "uncovered call options") the risk can be unlimited. 
Only experienced persons should contemplate authorising the Manager to write 
uncovered options, and then only after obtaining full details of the applicable 
conditions and potential risk exposure.  

3.1.2.3 Traditional Options 

A particular type of option (often called a "traditional option"), written under 
special exchange rules, may involve greater risk than other options. Two way 
prices are not usually quoted and there is no exchange market on which to 
close out an open position. It may be difficult to assess the value of a traditional 
option or for the seller of such an option to manage his exposure to risk.   

3.1.2.4 Margin 

Certain options markets operate on a margined basis, under which buyers do 
not pay the full premium on their option at the time they purchase it. In this 
situation the Portfolio (or you if there are insufficient assets in the Portfolio) may 
subsequently be called upon to pay margin on the option up to the level of your 
premium. If you fail to do so as required, your position may be closed or 
liquidated in the same way as a futures or forward position. 

3.1.3 Swaps 

Transactions in swaps involve an exchange of different cash flows between the 
parties. For example, an interest rate swap will involve one party paying the other a 
variable rate of interest in exchange for payment by the other party of a fixed rate of 
interest, each calculated on the same notional amount. The party that pays the 
variable rate of interest will be exposed to the risk of a rise in the variable interest 
rate but will benefit from a fall in that interest rate. The receiver of the variable rate 
of interest will be exposed to the risk of a fall in the variable interest rate but will 
benefit from a rise in that interest rate.  

3.1.4 Repurchase Transactions 

A repurchase transaction involves the transfer by one party of title to securities and 
the subsequent return of equivalent securities by the other party. The principal risk 
when engaging in repurchase transactions is the risk of default by a counterparty 
who has become insolvent or is otherwise unable or refuses to honour its obligations 
to return equivalent securities as required by the terms of the transaction. 
Repurchase transactions also entail operational risks such as the non-settlement or 
delay in settlement of instructions. 



3.1.5 Off-Exchange Transactions in Derivatives  

It may not always be apparent whether or not a particular derivative is on- or off-
exchange.  

While some off-exchange markets are highly liquid, transactions in off-exchange or 
non transferable derivatives may involve greater risk than investing in exchange-
traded derivatives because there is no exchange market on which to close out an 
open position and there is generally no exchange and for certain off-exchange 
derivatives there may be no clearing entity interposed in the relationship and 
mitigating a party’s credit risk. It may be impossible to liquidate an existing position, 
to assess the value of the position arising from an off-exchange transaction or to 
assess the exposure to risk. Bid and offer prices may not be quoted, and even where 
they are, they will be established by dealers in these instruments and consequently 
it may be difficult to establish what is a fair price.   

 

3.2 Trading Agreements 

Broker terms, standard terms of business and/or commercial and industry published agreements, 
whether or not negotiated, pursuant to which certain transactions, whether exchange-traded or 
off-exchange, may be entered into for the Portfolio and such documents shall be herein referred 
to as the Trading Agreements.  More information with respect to certain Trading Agreements, 
namely ISDA Master Agreements, Global Master Repurchase Agreements and clearing 
agreements, is set out below. Please note that transactions may be entered into using other forms 
of Trading Agreement under which the Manager will be required to make certain representations 
(although the exact terms and operation of the Trading Agreement will differ).  

3.2.1 ISDA Master Agreement 

Derivative transactions entered into on your behalf may be governed by the terms of 
an ISDA Master Agreement and in some circumstances accompanied by a Credit 
Support Annex or any other related credit support document.  When we enter into an 
ISDA Master Agreement as agent on your behalf, you will be facing a broker 
counterparty with whom you will have entered into such transaction(s).  In the event 
that you permit us to delegate discretionary management such delegate may enter 
into derivative transactions on your behalf which are governed by documents other 
than the ISDA Master Agreement and/or Credit Support Annex.   

The ISDA Master Agreement is a standard agreement commonly used in the off-
exchange derivatives market.  It contains the key bilateral contractual provisions that 
govern the relationship between the parties and which will govern each transaction 
between them.  In particular, it includes terms governing the parties’ payment and 
delivery obligations, legal, credit and contractual relationship, the parties’ termination 
rights, and certain representations and warranties that one or both parties make to 
the other.  The Credit Support Annex is an annex to the ISDA Master Agreement that 
contains provisions detailing the movement of collateral and related credit support 
arrangements which may apply with respect to transaction(s) entered into and 
governed by an ISDA Master Agreement. 

Please do not hesitate to contact us should you require any further information in 
relation to the standard terms of the ISDA Master Agreement, or of the particular 
terms of any ISDA Master Agreement that has been or is being negotiated with each 
selected counterparty on your behalf.  Please also contact us should you have any 
particular concerns or requirements in relation to the terms of such documentation. 

3.2.2 Global Master Repurchase Agreement 

Repurchase transaction(s) may be governed by the terms of a Global Master 
Repurchase Agreement. The Global Master Repurchase Agreement is a standard 
agreement commonly used for repurchase transactions and it contains bilateral 
provisions governing the liabilities and obligations arising from each transaction, the 
characteristics of the securities to be delivered as part of the transaction, and the 



legal, contractual and credit relationship between the parties to each such 
transaction.  

Please do not hesitate to contact us should you require any further information in 
relation to the standard terms of the Global Master Repurchase Agreement, or of the 
particular terms of any Global Master Repurchase Agreement that has been or is 
being negotiated with each selected counterparty on your behalf.  Please also contact 
us should you have any particular concerns or requirements in relation to the terms 
of such documentation. 

3.2.3 Delivery of documents  

Your constitutional, tax or other documents (including annual reports and statements 
of net asset values) may need to be provided to the counterparty to a Trading 
Agreement on a confidential basis pursuant to their regulatory requirements and due 
diligence for the purpose of their credit, and capacity checks.   

3.2.4 Tax   

In certain circumstances, you may be required to pay an additional amount or receive 
a payment from which an amount is required to be deducted or withheld on account 
of any tax, or be required to pay any stamp tax levied or imposed in respect of the 
execution or performance of the Trading Agreement. 

3.2.5 Termination   

Any breach of your obligations under a Trading Agreement may, in addition to other 
potential consequences, entitle a counterparty to terminate an affected transaction 
or all transactions in place with you and such termination may result in you having 
an obligation to make a termination payment and potentially incur loss.  Such breach 
may also trigger a cross-default clause in other, unrelated agreements to which you 
are a party. 

3.2.6 Collateral 

Where you authorise us to enter into derivative transactions on your behalf, such 
transactions may be subject to a collateral agreement such as a Credit Support 
Annex. When we enter into a Credit Support Annex (part of an ISDA Master 
Agreement) as agent on your behalf, you will be facing a broker counterparty with 
whom you will have entered into such transaction(s).  Entry into the Credit Support 
Annex may be a requirement of the counterparty or as a result of regulatory 
requirements (see paragraph 3.2.9 below). In such case you acknowledge that 
collateral may be paid, received or held under the terms of such Trading Agreement 

Where transactions require a transfer or the depositing of collateral as security with 
a counterparty or a central counterparty, these counterparties may treat such 
collateral differently according to the type of transaction and where it is traded. There 
could be significant differences in the treatment of your collateral depending on 
whether the trading is on a regulated market, with the rules of that market applying, 
is off-exchange or such transaction is cleared through a central counterparty. 
Transferred collateral may lose its identity as your property once transferred to the 
broker/counterparty. Even if your dealings should ultimately prove profitable, you 
may not get back the same assets which the Manager paid on your behalf and may 
have to accept payment in cash.  

3.2.7 Central Clearing   

Certain derivative transactions may be subject to mandatory clearing under 
applicable law and regulation, and others may be optionally cleared.  In general, 
clearing seeks to mitigate systemic risk, and reduce counterparty credit risk by 
requiring that certain derivatives contracts be centrally cleared through regulated, 
well capitalized central counterparties. Where your transaction is accepted by a 
central counterparty your credit risk should be to the clearing house and not the 
clearing broker who is your counterparty.    



The obligation to clear derivative transactions is likely to vary depending on a number 
of different factors, including your jurisdiction of incorporation and that of the relevant 
counterparty, the underlying asset class and your level of trading activity. Any 
obligation will be dependent on when and how central clearing rules are implemented 
which will vary across different regions and as a result may have delayed and/or 
staggered impact on your Portfolio. 

Please do not hesitate to contact us if you have any questions or specific concerns 
in connection with the impact of central clearing on your Portfolio.  

Documentation and Accounts  

It is likely that the Trading Agreements required to facilitate clearing will differ across 
clearing entities and regions. Please do not hesitate to contact us should you require 
any further information in relation to the standard terms of the Trading Agreements 
that may be negotiated on your behalf.  

Where you authorize us to trade derivatives for your Portfolio we may open accounts 
with one or more clearing entities in your name as we consider to be necessary or 
desirable.  

Cost 

Central clearing may make it more expensive to enter into derivatives due to 
increased margin and fees payable to the various entities involved. 

3.2.8 Trading Obligation 

Certain derivative transactions may be subject to mandatory trading on a specific 
trading venue or type of trading venue or platform. As a consequence, trades for the 
Portfolio in such derivatives may only be executed on those trading venues or 
platforms. 

3.2.9 Additional Regulatory Obligations  

Certain derivative transactions may also give rise to additional regulatory obligations, 
including an obligation to: 

3.2.9.1 exchange margin with the counterparty (see paragraph 3.2.6 above); 

3.2.9.2 determine and report daily mark-to-market valuations; 

3.2.9.3 keep records of transactions following termination; 

3.2.9.4 make timely confirmation of transactions; 

3.2.9.5 put in place formalised dispute resolution processes;  

3.2.9.6 reconcile portfolios; and 

3.2.9.7 compress portfolios. 

Whether such additional risk mitigation obligations apply and the extent of those 
obligations may depend on your classification under relevant legislation and whether 
the derivative transactions are subject to mandatory clearing (as described in 
paragraph 3.2.7 above).     

3.2.10 Reporting 

Certain derivative transactions and securities financing transactions may be required 
to be reported by you under applicable law and regulation.  

3.2.11 Reuse of Financial Instruments  

To the extent any transaction incorporates a right to rehypothecate and reuse 
financial instruments received as collateral, you may be required to inform your 
counterparty in writing of the related risks and consequences and to obtain the prior 
consent of your counterparty for such reuse under applicable law and regulation. 



4. WARRANTS  

4.1 Warrants 

A warrant is a time-limited right to subscribe for shares, debentures, loan stock or government 
securities, and is exercisable against the original issuer of the securities. Warrants often involve 
a high degree of gearing, so that a relatively small movement in the price of the underlying security 
results in a disproportionately large movement, favourable or unfavourable in the price of the 
warrant. The prices of warrants can therefore be volatile. An investment in warrants may result in 
a total loss of the money you have invested plus any commission or other transaction charges.  

The right to subscribe to the underlying instruments, conferred by a warrant is invariably limited 
in time.  Therefore, if the Portfolio fails to exercise this right within the pre-determined time scale, 
the investment becomes worthless. 

4.2 Off-Exchange Transactions in Warrants 

Transactions in off-exchange warrants may involve greater risk than dealing in exchange traded 
warrants because there is no exchange market through which to liquidate your position or to 
assess the value of the warrant or the exposure to risk. Bid and offer prices need not be quoted, 
and even where they are, they will be established by dealers in these instruments and 
consequently it may be difficult to establish what is a fair price.   

 

5. STRUCTURED PRODUCTS  

Structured products provide economic exposure to a wide range of underlying asset classes. The 
level of income/capital growth derived from a structured product is usually linked to the 
performance of the relevant underlying asset(s). The range of products may include those where 
the return is linked to an index or indices, a basket of securities or other specified factors which 
relate to one or more of the following: equity or debt securities, interest rates, currency exchange 
rates or commodities. 

The potential return from the structured product may be different to that which may be achieved 
as compared to directly holding the underlying asset. These instruments may involve a high 
degree of gearing or leverage, so that a relatively small movement in the relevant index/indices, 
basket or other specified factor(s) results in a disproportionately large movement, unfavourable 
or favourable, in the amount paid on maturity of the investment. 

Certain structured products provide capital protection while others provide conditional or no 
capital protection. It may be difficult to liquidate or sell an investment of this type, or to identify an 
independently determined fair valuation for an interest in this kind of vehicle. 

 

6. MONEY MARKET INSTRUMENTS 

Money market instruments are short-term fixed-income obligations, which generally have 
remaining maturities of one year or less, and may include treasury bills, commercial paper, money 
market funds and bank deposits.  

Public sector money market instruments are typically referred to as treasury bills. Principal 
risks of treasury bills include (but are not limited to) non-repayment (although due to the credit 
quality of the issuers and the short-dated maturity, typically such risk is small) and changes in 
the market price of the instrument once acquired.  
 
Private sector money market instruments most often comprise fixed-term deposits and 
commercial paper. Unsecured fixed term deposits, often referred to (particularly in the United 
States) as certificates of deposits (CDs), typically involve the deposit of cash with a bank, 
generally attracting a fixed rate of interest. Due to the fixed-term nature of CDs, convertibility 
(the ability to 'cash-in' the CD) is restricted. A principal risk of CDs is non-repayment, however 
in many cases such deposits will be protected (up to certain amounts depending on the 
country) by governmental deposit protection schemes.  
 



When the equity and debt markets are extremely volatile, investing in money market instruments 
is generally considered to be lower risk.  Conversely, during normal market conditions you may 
be prevented from achieving your objective during any period in which assets are not substantially 
invested in accordance with your principal investment strategies as a result of being invested in 
such money market instruments. 

 

7. COLLECTIVE INVESTMENT SCHEMES 

Collective investment schemes (such as investment funds and open-ended investment 
companies) invest subscriptions paid by purchasers of units or shares in the collective investment 
scheme in the various types of assets provided for in the collective investment scheme’s rules or 
investment plans (and which may be summarised in that collective investment scheme’s offering 
memorandum or prospectus).  Allowing the Manager to purchase units or shares in a collective 
investment scheme will expose you to the risks associated with the financial instruments in which 
the collective investment scheme invests and, where relevant, their concentration in a particular 
sector, country, region or asset class.  Before allowing the Manager to invest in collective 
investment schemes, you should make yourself fully aware of the risks associated with collective 
investment schemes, including without limitation, the general risks identified in paragraph 1 
above. The collective investment schemes in which the Manager invests your Portfolio may 
employ investment policies, strategies and techniques which are not contemplated by the 
Investment Guidelines. In particular, a collective investment scheme may invest in assets, 
including derivative instruments, which may not be permitted by the Investment Guidelines and 
may borrow and/or utilise leverage.  

 

8. EXCHANGE TRADED FUNDS 

Exchange traded funds ("ETFs") are open-ended collective investment schemes, generally traded 
as securities on stock exchanges, which typically replicate or try to outperform a stock market 
index, market sector, commodity or other basket of assets.  As such, they generally combine the 
flexibility and tradability of an exchange traded security with the diversification of a collective 
investment scheme.  ETFs may expose you to similar risks as detailed in respect of equity 
securities and collective investment schemes, as well as the general risks detailed in paragraph 
1 above. 

 

9. TRADE CLAIMS  

Trade claims are rights representing monies owed to creditors by companies which have filed for 
bankruptcy.  These are often sold by creditors at a discount and are generally unaffected by 
market fluctuations. These investments tend to be illiquid, take time to realise and there is a risk 
that you may not make a return on your investment or even recover your capital once the insolvent 
company’s assets are ascertained and liquidated. There is also a chance that legal issues may 
affect the value of the claim or cause it to be disallowed altogether . Before allowing the Manager 
to invest in trade claims you should make yourself fully aware of the risks associated with investing 
in distressed companies, including without limitation, the general risks identified in paragraph 1 
above. 

 

10. MISCELLANEOUS 

10.1 Contingent Liability Investment Transactions  

Contingent liability transactions which are margined require the Portfolio (or you if there are 
insufficient assets in the Portfolio) to make a series of payments against the purchase price, 
instead of paying the whole purchase price immediately. 

Contingent liability transactions which are not traded on or under the rules of a regulated market 
may expose you and the Portfolio to substantially greater risks including credit risk to the 
counterparty. 



10.2 Commissions 

The Portfolio is liable for all commissions and it may be the case that charges are not expressed 
in money terms (but, for example, as a percentage of contract value).   

10.3 Suspensions of Trading  

Under certain trading conditions or the application of certain rules in force in some markets (such 
as circuit breakers) it may be difficult or impossible for the Manager to liquidate a position held for 
the Portfolio. This may occur, for example, at times of rapid price movement if the price of an 
investment rises or falls in one trading session to such an extent that under the rules of the 
relevant exchange trading of that investment is suspended or restricted. Further, the Manager 
placing a stop-loss order on your behalf will not necessarily limit losses to the intended amounts 
because market conditions may make it impossible to execute such an order at the stipulated 
price.  Most electronic and auction trading systems are supported by computerised systems for 
order routing and trade checking, recording and clearing.  Like all automated procedures, these 
systems are subject to the risk of stoppages and malfunctions, which may result in Portfolio orders 
not being executed in accordance with the Manager's instructions or remaining unexecuted. 

10.4 Exchange and Clearing Protections 

On many exchanges, the settlement of the transaction as between exchange members is 
"guaranteed" by the exchange or its clearing house. However, this guarantee is unlikely in most 
circumstances to cover you in your dealings with an exchange member or other intermediary and 
may not protect you if the broker or another party that you have instructed in respect of the 
transaction defaults on its obligations to you.    

10.5 Insolvency  

A derivative broker's insolvency or default, or that of any other brokers involved with your 
transaction, may lead to positions being liquidated or closed out without your or the Manager’s 
consent or knowledge. Furthermore, in this circumstance you may not get back any assets which 
you lodged as collateral or indeed anything at all. 


