
KRANE SHARES TRUST

KraneShares MSCI All China Health Care Index ETF (the “Fund”)

Supplement dated June 3, 2019 to the currently effective Summary Prospectus, Statutory Prospectus and Statement of Additional Information, as each 
may be supplemented, for the Fund

This supplement provides new and additional information beyond that contained in the currently effective Summary Prospectus, Statutory Prospectus
(each, a “Prospectus” and together, the “Prospectuses”) and Statement of Additional Information listed above and should be read in conjunction with
the Prospectuses and Statement of Additional Information.

The following changes are made to the Prospectuses and Statement of Additional Information:

Fees and Expenses of the Fund  
The following table describes the fees and expenses you may pay if you buy and hold shares of the Fund. The table below does not include the
brokerage commissions that you may pay when purchasing or selling shares of the Fund.

*Expenses have been restated to reflect current expenses. 
**Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of the Fund’s average daily net assets. However,
no such fee is currently paid by the Fund, and the Board of Trustees has not currently approved the commencement of any payments under the
Distribution Plan. 
***Effective May 30, 2019, Krane has contractually agreed to waive its management fee in the amount of 0.14% per year of the Fund’s average daily
net assets (“Fee Waiver”). The Fee Waiver will continue until August 1, 2020, and may only be terminated prior thereto by the Board.

● In the Fund Summary/Summary Prospectus section of the Prospectuses related to the Fund, the table and text under the “Fees and Expenses of the
Fund” and “Example” headings are deleted in their entirety and replaced with the following:

Shareholder Fees (fees paid directly from your investment) None 
Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your investment)* 

Management Fees 0.78%
Distribution and/or Service (12b-1) Fees** 0.00%
Other Expenses 0.01%

Total Annual Fund Operating Expenses 0.79%
Fee Waiver*** 0.14%
Total Annual Fund Operating Expenses After Fee Waiver 0.65%



Example  
This Example is intended to help you compare the cost of investing in the Fund with the cost of investing in other funds. The Example assumes that
you invest $10,000 in the Fund for the time periods indicated. The Example also assumes that your investment has a 5% return each year and that the
Fund’s operating expenses remain the same, except that it reflects the Fee Waiver for the period described above. This Example does not reflect any
brokerage commissions that you may pay on purchases and sales of your shares. Although your actual costs may be higher or lower, based on these
assumptions, whether you do or do not sell your shares, your costs would be: 

†Effective May 30, 2019, Krane has contractually agreed to waive its management fee in the amount of 0.14% per year of the Fund’s average daily net
assets. The fee waiver will continue until August 1, 2020, and may only be terminated prior thereto by the Board. In addition, the fee waiver agreement
will terminate if the Investment Advisory Agreement for the Fund is terminated.

†Effective May 30, 2019, Krane has contractually agreed to waive its management fee in the amount of 0.14% per year of the Fund’s average daily net
assets. The fee waiver will continue until August 1, 2020, and may only be terminated prior thereto by the Board. In addition, the fee waiver agreement
will terminate if the Investment Advisory Agreement for the Fund is terminated.

PLEASE RETAIN THIS SUPPLEMENT FOR FUTURE REFERENCE.

1 Year 3 Years
$66 $236

● In the Statutory Prospectus, under the “Investment Adviser” heading of the “Management” section, in the table that shows the fee the Fund pays under
the Investment Advisory Agreement, the “†” symbol is appended to the Fund’s name and a corresponding footnote is added below the table with the
following text:

● In the Statement of Additional Information, under the “Investment Adviser” section, in the table that shows the fee the Fund pays under the Investment
Advisory Agreement, the “†” symbol is appended to the Fund’s name and a corresponding footnote is added below the table with the following text:



KRANE SHARES TRUST

KraneShares Bosera MSCI China A Share ETF (the “Fund”)

Supplement dated March 28, 2019 to the currently effective Summary Prospectus and Statutory Prospectus, as each may be supplemented, for the 
Fund

This supplement provides new and additional information beyond that contained in the currently effective Summary Prospectus and Statutory
Prospectus (each, a “Prospectus” and together, the “Prospectuses”) listed above and should be read in conjunction with the Prospectuses and
Statement of Additional Information.

IMPORTANT NOTICE REGARDING CHANGE IN INVESTMENT POLICY

The supplement to the Fund’s Prospectuses dated March 20, 2019 (SEC Accession No. 0001615774-19-004254) is hereby deleted in its entirety and replaced 
with the following:

On May 29, 2019, the Fund’s underlying index will change from the MSCI China A Inclusion Index to the MSCI China A Index (USD). Accordingly,
the following changes to the Prospectuses will become effective on that date:

The KraneShares Bosera MSCI China A Share ETF (the “Fund”) seeks to provide investment results that, before fees and expenses, correspond to the
price and yield performance of a specific foreign equity securities index. The Fund’s current index is the MSCI China A Index (USD) (the “Underlying
Index”).

Under normal circumstances, the Fund will invest at least 80% of its total assets in securities of the Underlying Index and depositary receipts
representing such securities. The Underlying Index reflects the large- and mid-cap Chinese renminbi (“RMB”)-denominated equity securities listed on
the Shenzhen or Shanghai Stock Exchanges (“A Shares”) that are accessible through the Shanghai-Hong Kong Stock Connect or Shenzhen-Hong Kong
Stock Connect programs (together, the “Stock Connect Programs”). The Underlying Index is calculated using China A Shares listings based on the
offshore RMB exchange rate (commonly known as “CNH”). Underlying Index constituents are weighted by the security’s free-float adjusted market
capitalization calculated based on MSCI’s Foreign Inclusion Factor (“FIF”) and subject to Foreign Ownership Limits (“FOLs”). The FIF of a security
is defined as the proportion of shares outstanding that is available for investment in the public equity markets by foreign investors. The FOL of a
security is defined as the proportion of share capital of the security that is available for purchase to foreign investors.

● In the Fund’s Fund Summary, the disclosure included under the “Investment Objective” heading is deleted in its entirety and replaced with the
following:

● In the Fund’s Fund Summary, the first and second paragraphs under the “Principal Investment Strategies” heading are deleted in their entirety and
replaced with the following:



A Shares are issued by companies incorporated in mainland China. Under current regulations in the People’s Republic of China (“China” or the
“PRC”), foreign investors can invest in A Shares only through certain institutional investors that have obtained a license and quota from the Chinese
regulators or through the Stock Connect Programs. Bosera Asset Management (International) Co., Ltd. (“Bosera”), the Fund’s sub-adviser, has
received a license as a Renminbi Qualified Foreign Institutional Investor (“RQFII”) from the China Securities Regulatory Commission (“CSRC”) and
has received an A Shares quota by China’s State Administration of Foreign Exchange (“SAFE”) for use by the investment products it manages,
including the Fund. Bosera, on behalf of the investment products it manages, may invest in A Shares and other permitted China securities up to the
relevant A Shares quota(s). In addition, the Fund may invest in A Shares through the Stock Connect Programs and, in the future, Bosera may also
obtain a license on behalf of the Fund as a Qualified Foreign Institutional Investor (“QFII”), another program under Chinese law that would allow the
Fund to invest in A Shares.

As of February 28, 2019, the Underlying Index included approximately 378 securities of companies with a market capitalization range of
approximately $504.33 million to $42.5 billion and an average market capitalization of approximately $2.6 billion. The Underlying Index is rebalanced
quarterly.

To the extent the Underlying Index is concentrated in a particular industry, the Fund is expected to be concentrated in that industry. As of February 28,
2019, issuers in the financials sector (30.45%) represented a significant portion of the Underlying Index.

The Underlying Index reflects the large- and mid-cap Chinese renminbi (“RMB”)-denominated equity securities listed on the Shenzhen or Shanghai
Stock Exchanges (“A Shares”) that are accessible through the Shanghai-Hong Kong Stock Connect or Shenzhen-Hong Kong Stock Connect programs
(together, the “Stock Connect Programs”). The Underlying Index is calculated using China A Shares listings based on the offshore RMB exchange rate
(commonly known as “CNH”). Underlying Index constituents are weighted by the security’s free-float adjusted market capitalization calculated based
on MSCI’s Foreign Inclusion Factor (“FIF”) and subject to Foreign Ownership Limits (“FOLs”). The FIF of a security is defined as the proportion of
shares outstanding that is available for investment in the public equity markets by foreign investors. The FOL of a security is defined as the proportion
of share capital of the security that is available for purchase to foreign investors.

● In the Fund’s Fund Summary, the seventh and eighth paragraphs included under the “Principal Investment Strategies” heading are deleted in their
entirety and replaced with the following:

● In the Statutory Prospectus, the first two paragraphs below “KraneShares Bosera MSCI China A Share ETF” under the “Additional Information About
the Funds” heading are deleted in their entirety and replaced with the following:



The Underlying Index was created on March 1, 2018, with a base value of 100 as of November 1, 2008. The Underlying Index is constructed and
maintained under the MSCI Global Investable Market Indices (“GIMI”) Methodology. The MSCI GIMI methodology is a rules-based methodology
used for the construction of the MSCI Global Equity Index series. As of February 28, 2019, the Underlying Index included approximately 378
securities of companies with a market capitalization range of approximately $504.33 million to $42.5 billion and an average market capitalization of
approximately $2.6 billion. As of February 28, 2019, issuers in the financials sector (30.45%) and industrials sector (13.62%) and consumer staples
sector (11.56%) represented significant portions of the Underlying Index. The Underlying Index’s methodology and sector, industry, capitalization and
other exposure is subject to change. The Underlying Index is rebalanced quarterly, but in certain circumstances, may continue to include a security no
longer meeting the Underlying Index’s eligibility criteria to reduce turnover.

The Underlying Index is provided by MSCI, Inc. (“Index Provider”), a U.S. (Delaware) corporation. The Index Provider is not affiliated with the Fund,
Krane or Bosera. Additional information about the Underlying Index is available on the Index Provider’s website, www.msci.com.

Effective immediately, the following changes are made to the Prospectuses:

Performance Information

The following bar chart and table illustrate the variability of the Fund’s returns and indicate the risks of investing in the Fund by showing how the
Fund’s average annual total returns compare with those of a broad measure of market performance. All returns include the reinvestment of dividends
and distributions. As always, please note that the Fund’s past performance (before and after taxes) is not necessarily an indication of how it will
perform in the future. In addition, as of May 29, 2019, the Fund will no longer seek to provide results that, before fees and expenses, correspond
generally to the price and yield performance of the MSCI China A Inclusion Index and, instead, will seek to provide investment results that, before fees
and expenses, correspond generally to the price and yield performance of the MSCI China A Index (USD). Updated performance information is
available at no cost by visiting www.kraneshares.com.

● In the Statutory Prospectus, the table below the “Principal Investment Risks” heading is modified to insert an “X” in the “Industrials Sector Risk” row
of the “KBA” column.

● In the Fund’s Fund Summary, the “Performance Information” section is deleted in its entirety and replaced with the following:



Total Annual Returns For Calendar Year Ended December 31

As of June 30, 2018, the Fund’s calendar year-to-date total return was 13.13%.

Best and Worst Quarter Returns (for the period reflected in the bar chart above)

Average Annual Total Returns for the period ended December 31, 2017

Return
Quarter
Ended/Year

Highest Return 14.57% 3/31/2015

Lowest Return -29.82% 9/30/2015

KraneShares Bosera MSCI China A Share ETF
1 year Since Inception

(3-4-2014)

Return Before Taxes 28.64% 12.51%

Return After Taxes on Distributions 28.21% 9.91%

Return After Taxes on Distributions and Sale of Fund Shares 16.34% 9.16%

S&P 500 Index (Reflects no deduction for fees, expenses or taxes) 21.83% 12.03%

Hybrid KBA Index (Net) (Reflects reinvested dividends net of withholding taxes, but reflects no deduction
for fees, expenses or other taxes)*

25.43% 14.90%



Average annual total returns are shown on a before- and after-tax basis for the Fund. After-tax returns for the Fund are calculated using the historical
highest individual federal marginal income tax rates and do not reflect the impact of state and local taxes. Actual after-tax returns depend on an
investor’s tax situation and may differ from those shown. After-tax returns shown are not relevant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retirement plans.

PLEASE RETAIN THIS SUPPLEMENT FOR FUTURE REFERENCE.

* The Hybrid KBA Index consists of the MSCI China A Index from the inception of the Fund through October 23, 2014, the MSCI China A
International Index from October 23, 2014 through December 26, 2017 and the MSCI China A Inclusion Index from December 26, 2017 until
December 31, 2017, the last date covered by the performance table above. From December 26, 2017 through December 31, 2017, the Fund sought
investment results that, before fees and expenses, corresponded to the price and yield performance of the MSCI China A Inclusion Index. From
October 23, 2014 through December 26, 2017, the Fund sought investment results that, before fees and expenses, corresponded to the price and
yield performance of the MSCI China A International Index. Prior to October 23, 2014, the Fund sought investment results that, before fees and
expenses, corresponded to the price and yield performance of the MSCI China A Index. The Hybrid KBA Index reflects the reinvestment of any
cash distributions after deduction of any withholding tax, using the maximum rate applicable to non-resident institutional investors who do not
benefit from double taxation treaties. 









KRANE SHARES TRUST

KraneShares Bloomberg Barclays China Aggregate Bond Index ETF (the “Fund”)

Supplement dated October 17, 2018 to the currently effective Summary Prospectus, 
Statutory Prospectus and Statement of Additional Information, as each may be supplemented, for the Fund

This supplement provides new and additional information beyond that contained in the currently effective Summary Prospectus, 
Statutory Prospectus (each, a “Prospectus” and together, the “Prospectuses”) and Statement of Additional Information listed above
and should be read in conjunction with the Prospectuses and Statement of Additional Information.

The following changes are made to the Prospectuses and Statement of Additional Information.

The KraneShares Bloomberg Barclays China Aggregate Bond Inclusion Index ETF (the “Fund”) seeks to provide investment results
that, before fees and expenses, track the price and yield performance of a specific foreign fixed income securities index. The Fund’s
current index is the Bloomberg Barclays China Inclusion Focused Bond Index (the “Underlying Index”).

 All references to the KraneShares Bloomberg Barclays China Aggregate Bond Index ETF are replaced with KraneShares Bloomberg
Barclays China Aggregate Bond Inclusion Index ETF.

 All references to the Fund’s ticker symbol, KAGG, are replaced with KBND.

 In the Fund Summary section related to the Fund in the Prospectuses, the disclosure included under the “Investment Objective” heading is
deleted in its entirety and replaced with the following:



The following table describes the fees and expenses you may pay if you buy and hold shares of the Fund. The table below does not
include the brokerage commissions that you may pay when purchasing or selling shares of the Fund.

Example
This Example is intended to help you compare the cost of investing in the Fund with the cost of investing in other funds. The
Example assumes that you invest $10,000 in the Fund for the time periods indicated. The Example also assumes that your investment
has a 5% return each year and that the Fund’s operating expenses remain the same, except that it reflects the Fee Waiver for the
period described above. The Example does not reflect any brokerage commissions that you may pay on purchases and sales of your
shares. Although your actual costs may be higher or lower, based on these assumptions, whether you do or do not sell your shares,
your costs would be:

 In the Fund Summary section of the Prospectuses, the disclosure included under the “Fees and Expenses of the Fund” and “Example”
headings are deleted in their entirety and replaced with the following:

Shareholder Fees (fees paid directly from your investment) None
Annual Fund Operating Expenses*
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees 0.68%
Distribution and/or Service (12b-1) Fees** 0.00%
Other Expenses*** 0.01%

Total Annual Fund Operating Expenses 0.69%
Fee Waiver**** 0.12%
Total Annual Fund Operating Expenses After Fee Waiver 0.57%

* Expenses have been restated to reflect a fee waiver.

** Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of the Fund’s average daily 
net assets. However, no such fee is currently paid by the Fund, and the Board of Trustees has not currently approved the 
commencement of any payments under the Distribution Plan.

*** Based on estimated amounts for the current fiscal year.

**** Krane has contractually agreed to waive its management fee by 0.12% of the Fund’s average daily net assets. This contractual 
fee waiver will continue until October 18, 2019, and may only be terminated prior thereto by the Board.

1 Year 3 Years
$58 $209



Under normal circumstances, the Fund will invest at least 80% of its total assets in components of the Underlying Index. The
Underlying Index seeks to track the performance of the Chinese onshore renminbi (“RMB”)-denominated fixed-income market. The
Underlying Index is comprised of RMB-denominated fixed-income securities (“RMB Bonds”) issued into the China Interbank Bond
Market (“CIBM”). Onshore RMB Bonds are traded in the CIBM or the Chinese exchange-traded bond market (“Exchange-Traded
Bond Market”). Currently, the CIBM, which is a quote-driven over-the-counter market for institutional investors, is much larger with
respect to trading volume and is generally considered more liquid than the Exchange-Traded Bond Market, which is an electronic
automatic matching system where securities are traded on the Shanghai and Shenzhen Stock Exchanges. Issuers in the Underlying
Index include: (1) the Chinese government and Chinese government-related entities, including certain Chinese policy banks, with par
values of at least RMB 5 billion; and (2) corporations with par values of at least RMB 1.5 billion. The Underlying Index includes
only debt that pays fixed interest rates. The weightings of the Underlying Index components are weighted so that, as of each
reconstitution date: (1) RMB Bonds issued by the People’s Republic of China (“PRC”) represent approximately 25% of the weight of
the Underlying Index; (2) RMB Bonds issued by policy banks (the Agricultural Development Bank of China, China Development
Bank and Export-Import Bank of China) represent approximately 25% of the weight of the Underlying Index; and (3) RMB Bonds
issued by corporations or other government-related entities represent approximately 50% of the Underlying Index, with the weight of
any such issuer capped at 4.5% of the weight of the Underlying Index.

To qualify for inclusion in the Underlying Index as of each reconstitution, a component must be rated by Fitch Ratings, Ltd.
(“Fitch”), Moody’s Investors Service, Inc. (“Moody’s”) or Standard & Poor's Financial Services LLC (“S&P”) as BBB-, Baa3 or
BBB-, respectively, or higher. The following methodology will be used to determine a component’s rating: if three ratings are
available, then the highest and lowest ratings will be disregarded and the middle rating will be used; if two ratings are available, then
the lowest rating will be used; and if only one rating is available, then that rating is used. Bonds not rated by Fitch, Moody’s or S&P
are excluded from the Underlying Index.

To gain exposure to the Underlying Index, the Fund will invest directly in RMB Bonds traded in the CIBM. The Fund may invest in
the CIBM through: a PRC program that permits foreign investors to invest in RMB Bonds traded in the onshore market (“CIBM
Program”); a Bond Connect Company Limited program (“Bond Connect”) that allows foreign investors, such as the Fund, to invest
in RMB Bonds through a Hong Kong account; or through a Renminbi Qualified Foreign Institutional Investor (“RQFII”) or Qualified
Foreign Institutional Investor (“QFII”) license that may be obtained by the Fund’s adviser, Krane Funds Advisors, LLC (“Krane”), or
the Fund’s subadviser, E Fund Management (Hong Kong) Co., Ltd. (“E Fund”). The Fund currently intends to invest directly in
RMB Bonds traded in the CIBM through Bond Connect or the CIBM Program, but Krane or E Fund may choose to apply for a
RQFII or QFII license in the future.

 In the Fund Summary section related to the Fund in the Prospectuses, the disclosure included under the “Principal Investment Strategies”
heading is deleted in its entirety and replaced with the following:



The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying Index, but that Krane or E Fund,
as applicable, believes will help the Fund track its Underlying Index. These may include: RMB-denominated securities principally
traded in the off-shore RMB (or “CNH”) market, which is an over-the-counter (“OTC”) market located in jurisdictions outside of
Mainland China, such as Hong Kong and Singapore; RMB Bonds traded in the Exchange-Traded Bond Market; debt securities
issued in any currency denomination in other political jurisdictions, including Hong Kong and Singapore; variable and floating rate
securities; unrated and high yield securities (or “junk bonds”); and derivatives (including futures, swaps, forwards and options).

The Fund may invest up to 10% of its net assets in shares of investment companies, such as ETFs, unit investment trusts and foreign
investment companies, including to gain exposure to component securities of the Fund’s Underlying Index or when such investments
present a more cost efficient alternative to investing directly in the securities. Foreign investment companies in which the Fund may
invest include RMB-denominated short-term bond funds domiciled in the PRC (“PRC Investment Companies”). The Fund may also
hold cash in a deposit account in China or invest in U.S. money market funds or other U.S. cash equivalents. The other investment
companies in which the Fund may invest may be advised, sponsored or otherwise serviced by Krane, E Fund and/or their affiliates.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, the Fund expects to invest in a
representative sample of such securities that collectively have an investment profile similar to the Underlying Index.

The Fund is non-diversified. To the extent the Underlying Index is concentrated in a particular industry, the Fund is expected to be
concentrated in that industry. As of the date of this prospectus, the Underlying Index was concentrated in Chinese
government/Chinese government-related debt. The Underlying Index is reconstituted monthly.

The Fund may engage in securities lending.

Bond Connect Risk. Bond Connect was announced on July 2, 2017 and represents an exception to Chinese laws that generally
restrict foreign investment in RMB Bonds. There is a risk that Chinese regulators may alter all or part of the structure and terms of, as
well as the Fund’s access to, the Bond Connect in the future or eliminate it altogether, which may limit or prevent the Fund from
investing directly in or selling its RMB Bonds.

 In the Fund Summary section related to the Fund in the Prospectuses, the following is inserted above “CIBM Program Risk:”



Exchange-Traded Bond Market Risk. To the extent the Fund were to invest in RMB Bonds included in the Underlying Index via
the Exchange-Traded Bond Market rather than the CIBM, the transactions could be subject to wider spreads between the bid and the
offered prices. This wider spread could adversely affect the price at which the Fund could purchase or sell the RMB Bonds and could
impair the Fund’s performance.

Should the amount of RMB Bonds that the Fund is eligible to invest in be or become inadequate to meet its investment needs, such as
if Krane or E Fund is unable to obtain RQFII or QFII status, the Fund may need to rely exclusively on investments through Bond
Connect, the CIBM Program or the Exchange-Traded Bond Market to purchase RMB Bonds.

Because there is limited transparency into state ownership of Chinese issuers, there is a risk of such issuers being deemed to be a
single issuer, which could result in the Fund falling out of compliance with the asset diversification requirements. 

The Underlying Index seeks to track the performance of the Chinese on-shore renminbi (“RMB”)-denominated fixed-income market.
The Underlying Index includes RMB-denominated fixed-income securities (“RMB Bonds”) issued into the China Interbank market
and issued by: (1) the Chinese government and Chinese government-related entities, including certain Chinese policy banks, with par
values of at least RMB 5 billion; and (2) corporations with par values of at least RMB 1.5 billion. The Underlying Index includes
only debt that pays fixed interest rates. The weightings of the Underlying Index components are weighted so that, as of each
reconstitution date: (1) RMB Bonds issued by the People’s Republic of China (“PRC”) represent approximately 25% of the weight of
the Underlying Index; (2) RMB Bonds issued by policy banks (the Agricultural Development Bank of China, China Development
Bank and Export-Import Bank of China) represent approximately 25% of the weight of the Underlying Index; and (3) RMB Bonds
issued by corporations or other government-related entities represent approximately 50% of the Underlying Index, with the weight of
any such issuer capped at 4.5% of the weight of the Underlying Index.

 In the Fund Summary section related to the Fund in the Prospectuses, the following is inserted above “Hong Kong Risk:”

 In the Fund Summary section related to the Fund in the Prospectuses, the last sentence of “RQFII and QFII License Risk” is deleted and
replaced with the following:

 In the Fund Summary section related to the Fund in the Prospectuses, the following is added as the last sentence of “Tax Risk:”

 In the Statutory Prospectus, the “Additional Information About the Fund - Additional Investment Objective, Principal Strategies,
Underlying Index and Principal Risks Information - Investment Objective” section is deleted in its entirety and replaced with the
following:



To qualify for inclusion in the Underlying Index as of each reconstitution, a component must be rated by Fitch Ratings, Ltd.
(“Fitch”), Moody’s Investors Service, Inc. (“Moody’s”) or Standard & Poor's Financial Services LLC (“S&P”) as BBB-, Baa3 or
BBB-, respectively, or higher. The following methodology will be used to determine a component’s rating: if three ratings are
available, then the highest and lowest ratings will be disregarded and the middle rating will be used; if two ratings are available, then
the lowest rating will be used; and if only one rating is available, then that rating is used. Bonds not rated by Fitch, Moody’s or S&P
are excluded from the Underlying Index.

The following are excluded from the Underlying Index: floating rate and zero coupon securities, bonds with equity features (i.e.
convertible bonds and warrants), derivatives, structured products, securitized bonds, private placements, retail bonds, inflation-linked
bonds issued on the Shanghai and Shenzhen Stock Exchanges, bonds with a “Finance” sector classification and special bonds issued
directly by the Ministry of Finance of the People's Republic of China. Additionally, bonds issued by the following are excluded from
the Underlying Index: Agricultural Bank of China, Bank of China, China Cinda Holdings Company, China Citic Bank International,
China Construction Bank Corporation, China Huarong Asset Management and Industrial and Commercial Bank of China Limited.

The Underlying Index launched in October 2018 and is reconstituted monthly. The Underlying Index is provided by Bloomberg
(doing business as Bloomberg Barclays, the “Index Provider”). The Index Provider is not affiliated with the Fund or Krane. The
Index Provider determines the components and the relative weightings of the component securities in the Underlying Index.
Additional information about the Underlying Index is available on the Index Provider’s website, www.bloomberg.com.

Bond Connect Risk. Bond Connect was announced on July 2, 2017 and represents an exception to Chinese laws that generally
restrict foreign investment in RMB Bonds. There is a risk that Chinese regulators may alter all or part of the structure and terms of, as
well as the Fund’s access to, the Bond Connect in the future or eliminate it altogether, which may limit or prevent the Fund from
investing directly in Bond Connect.

Exchange-Traded Bond Market Risk. The Exchange-Traded Bond Market is an electronic automatic matching system where
securities are traded on the Shanghai Stock Exchange or the Shenzhen Stock Exchange. To the extent the Fund were to invest in
RMB Bonds included in the Underlying Index via the Exchange-Traded Bond Market rather than the CIBM, the transactions could
be subject to wider spreads between the bid and the offered prices. This wider spread could adversely affect the price at which the
Fund could purchase or sell the RMB Bonds and could impair the Fund’s performance.

 In the Statutory Prospectus, the following is added under “China Fixed Income Investing Risk:”

 In the Statutory Prospectus, the following is added under “China Fixed Income Investing Risk:”



Because there is limited transparency into state ownership of Chinese issuers, there is a risk of such issuers being deemed to be a
single issuer, which could result in the Fund falling out of compliance with the asset diversification requirements. 

For the KraneShares Bloomberg Barclays China Aggregate Bond Inclusion Index ETF, Krane has contractually agreed to waive its
management fee by 0.12% of the Fund’s average daily net assets. This contractual fee waiver will continue until October 18, 2019,
and may only be terminated prior thereto by the Board.

**** Krane has contractually agreed to reduce its management fee by 0.12% of the Fund’s average daily net assets. This contractual
fee waiver will continue in effect through October 18, 2019. The Fee Waiver Agreement may only be terminated prior thereto by the
Board. In addition, the Fee Waiver Agreement will terminate if the investment advisory agreement is terminated with such
termination effective upon the effective date of the Investment Advisory Agreement’s termination.

PLEASE RETAIN THIS SUPPLEMENT FOR FUTURE REFERENCE.

 In the Statutory Prospectus, the following is added as the last sentence of the first paragraph under “Tax Risk:”

 In the Statutory Prospectus, the following is added as the sixth paragraph under the “Investment Adviser” heading in the “Management”
section:

 In the Statement of Additional Information, the table in the “Investment Adviser” section is changed to append four asterisks (****) to
the name of the Fund and the following footnote is added below the table:
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Ticker Symbol: KBAH

KRANESHARES MSCI ALL CHINA INDEX ETF 

(FORMERLY, KRANESHARES FTSE EMERGING MARKETS PLUS ETF)

Ticker Symbol: KALL

KRANESHARES MSCI CHINA ENVIRONMENT INDEX ETF

Ticker Symbol: KGRN

KRANESHARES MSCI ONE BELT ONE ROAD INDEX ETF

Ticker Symbol: OBOR

KRANESHARES ZACKS NEW CHINA ETF

Ticker Symbol: KFYP

Fund shares are not individually redeemable. Fund shares are or will be listed 
on NYSE Arca, Inc. (“Exchange”).

Neither the Securities and Exchange Commission nor any state securities 
commission has approved or disapproved of these securities or passed 
upon the accuracy or adequacy of this Prospectus. Any representation to the 
contrary is a criminal offense.



Table of Contents

Fund Summary

KraneShares Bloomberg Barclays China Aggregate Bond Index ETF   .  .  .  .  .  .  .  .  .  .  .  .  .  .  1

KraneShares Bosera MSCI China A Share ETF .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  12

KraneShares CCBS China Corporate High Yield Bond USD Index ETF.  .  .  .  .  .  .  .  .  .  .  .  .  .  25

KraneShares CSI China Internet ETF   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  37

KraneShares E Fund China Commercial Paper ETF   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  49

KraneShares Electric Vehicles and Future Mobility Index ETF .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  61

KraneShares Emerging Markets Consumer Technology Index ETF.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  74

KraneShares Emerging Markets Healthcare Index ETF  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  86

KraneShares MSCI All China Consumer Discretionary Index ETF  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  98

KraneShares MSCI All China Consumer Staples Index ETF .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  110

KraneShares MSCI All China Health Care Index ETF  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  122

KraneShares MSCI China A Inclusion Hedged Index ETF .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  134

KraneShares MSCI All China Index ETF (formerly, KraneShares FTSE Emerging Markets Plus ETF) .  .  146

KraneShares MSCI China Environment Index ETF  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  159

KraneShares MSCI One Belt One Road Index ETF  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  171

KraneShares Zacks New China ETF  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  183

Additional Information About the Funds  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  196

Underlying Indexes .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  196

Management  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  250

Investment Adviser .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  250

Investment Sub-Adviser   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  253

Portfolio Managers .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  254

Shareholder Information .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  258

Calculating NAV  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  258

Buying and Selling Fund Shares  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  260

Share Trading Prices  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  261

Active Investors and Market Timing  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  261

Investments by Registered Investment Companies.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  262

Payments to Broker-Dealers and Other Financial Intermediaries  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  263

Distribution Plan .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  263

Dividends and Distributions   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  263

Additional Tax Information .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  264

Index Provider Information and Disclaimers  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  268

Additional Disclaimers.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  272

Financial Highlights  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  273

Additional Information .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  Back Cover



1

Fund Summary

KraneShares Bloomberg Barclays China Aggregate Bond Index ETF

Investment Objective

The KraneShares Bloomberg Barclays China Aggregate Bond Index ETF (the “Fund”) seeks to provide 
investment results that, before fees and expenses, track the price and yield performance of a specifi c 
foreign fi xed income securities index. The Fund’s current index is the Bloomberg Barclays China 
Aggregate RIC Capped Index (the “Underlying Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment) .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . None

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.68%

Distribution and/or Service (12b-1) Fees*   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00%

Other Expenses**   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.01% 

Total Annual Fund Operating Expenses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.69%

* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.
** Based on estimated amounts for the current fi scal year.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same each year. This Example does not refl ect any 
brokerage commissions that you may pay on purchases and sales of your shares. Although your 
actual costs may be higher or lower, based on these assumptions, whether you do or do not sell your 
shares, your costs would be:

1 Year 3 Years

$70 $221

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
Because the Fund had not commenced investment operations prior to its fi scal year ended March 31, 
2018, it does not have portfolio turnover information for the prior fi scal year to report.
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Principal Investment Strategies

Under normal circumstances, the Fund will invest at least 80% of its total assets in components of the 
Underlying Index and to be announced transactions representing such components. The Underlying 
Index seeks to track the performance of the on-shore renminbi (“RMB”)-denominated fi xed-income 
market. The Underlying Index includes RMB-denominated fi xed-income securities (“RMB Bonds”) 
issued by the Chinese government, Chinese government-related entities, including Chinese policy 
banks, and corporations that are available for investment through the China Interbank Bond Market 
(“CIBM”). The Underlying Index includes only debt that pays fi xed interest rates. The weightings of 
the Underlying Index components are capped so that, as of each rebalance date: (1) RMB Bonds 
issued by the People’s Republic of China (“PRC”) do not represent more than 25% of the weight of 
the Underlying Index; (2) RMB Bonds issued by policy banks (the Agricultural Development Bank 
of China, China Development Bank and Export-Import Bank of China) do not represent more than 
25% of the weight of the Underlying Index; and (3) the cumulative weight of any single issuer does 
not exceed 25% of the weight of the Underlying Index. The remainder of the Underlying Index will be 
weighted based on the relative outstanding market value of the components.

To qualify for inclusion in the Underlying Index as of each rebalance, a component must have at least 
one year remaining until maturity and must not be in default. In addition, government RMB Bonds 
and quasi-sovereign RMB Bonds must have par values of at least RMB 5 billion and corporate RMB 
Bonds must have a par value of at least RMB 1.5 billion.

To gain exposure to the Underlying Index, the Fund will invest directly in RMB Bonds through 
either a PRC program that permits foreign investors to invest in RMB Bonds traded on the onshore 
CIBM Program or through a Renminbi Qualifi ed Foreign Institutional Investor (“RQFII”) or Qualifi ed 
Foreign Institutional Investor (“QFII”) license that may be attained by the Fund’s adviser, Krane 
Funds Advisors, LLC (“Krane”), or the Fund’s subadviser, E Fund Management (Hong Kong) Co., Ltd. 
(“E Fund”). Investments made through the CIBM Program do not require a RQFII or QFII license. 
The Fund currently intends to invest directly in RMB Bonds through the CIBM Program but Krane or 
E Fund may choose to apply for a RQFII or QFII license in the future. A PRC onshore settlement agent 
is required to participate in the CIBM Program.

The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying 
Index, but that Krane or E Fund, as applicable, believes will help the Fund track its Underlying 
Index, including RMB-denominated securities principally traded in the off-shore RMB (or “CNH”) 
market, which is an over-the-counter (“OTC”) market located in jurisdictions outside of Mainland 
China, such as Hong Kong and Singapore. The Fund may also invest in RMB Bonds traded on the 
Shanghai and Shenzhen Stock Exchanges, debt securities issued in any currency denomination in 
other political jurisdictions, including Hong Kong and Singapore, unrated and high yield securities 
(or “junk bonds”), derivatives (including futures, swaps, forwards and options), and equity securities.

The Fund may invest up to 10% of its net assets in shares of investment companies, such as ETFs, 
unit investment trusts, closed-end investment companies and foreign investment companies, 
including to gain exposure to component securities of the Fund’s Underlying Index or when such 
investments present a more cost effi cient alternative to investing directly in the securities. Foreign 
investment companies in which the Fund may invest include RMB-denominated short-term bond 
funds domiciled in the PRC (“PRC Investment Companies”). The Fund may also hold cash in a 
deposit account in China or invest in U.S. money market funds or other U.S. cash equivalents. The 
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other investment companies in which the Fund may invest may be advised, sponsored or otherwise 
serviced by Krane, E Fund and/or their affi liates.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, 
the Fund expects to use representative sampling to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to the Underlying Index.

As of June 30, 2018, the credit ratings for the components in the Underlying Index ranged from 
unrated to AAA, as determined by Chinese credit rating organizations.

The Fund is non-diversifi ed. To the extent the Underlying Index is concentrated in a particular industry, 
the Fund is expected to be concentrated in that industry. As of the date of this prospectus, the 
Underlying Index was concentrated in Chinese government/Chinese government-related debt.

The Fund may engage in securities lending.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.

In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

The RMB Bond market is volatile with a risk of trading suspensions in particular securities and 
government interventions. Trading in RMB Bonds may be suspended without warning and for lengthy 
periods. Information on such trading suspensions, including as to their expected length, may be 
unavailable. Securities affected by trading suspensions may be or become illiquid.
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In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

Chinese Credit Rating Risks. The components of the Underlying Index, and therefore 
the securities held by the Fund, will generally be rated by Chinese ratings agencies (and not by 
U.S. nationally recognized statistical ratings organizations (“NRSROs”)). The rating criteria and 
methodology used by Chinese rating agencies may be different from those adopted by NRSROs and 
international credit rating agencies. Therefore, such rating systems may not provide an equivalent 
standard for comparison with securities rated by NRSROs and international credit rating agencies.

CIBM Program Risk. The CIBM Program was announced in February 2016 and represents an 
exception to Chinese laws that generally restrict foreign investment in RMB Bonds. There is a signifi cant 
risk that Chinese regulators may alter all or part of the structure and terms of, as well as the Fund’s 
access to, the CIBM Program in the future or eliminate it altogether, which may limit or prevent the Fund 
from investing directly in RMB Bonds. Further, in order to participate in the CIBM Program, an onshore 
settlement agent, will be appointed for the Fund through whom trades in the CIBM Program will be 
conducted. The quality of the Fund’s trades and settlement will be dependent upon the settlement 
agent, who may not perform to expectations and, thereby, harm the Fund. The agent could also terminate 
its relationship with Krane, E Fund and/or the Fund and thus eliminate the Fund’s access to the CIBM 
Program, which could adversely affect the Fund.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets and could adversely 
affect a Fund’s investments as well as the issuers in which the Fund invests. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Custody Risks. In accordance with Chinese regulations and the terms of a QFII or RQFII 
license, as applicable, and insofar as Krane and/or E Fund acquires a QFII or RQFII license, RMB 
Bonds will be held in the joint names of the Fund and Krane or E Fund. While Krane and/or E Fund 
may not use such an account for any purpose other than for maintaining the Fund’s assets, the 
Fund’s assets may not be as well protected as they would be if it were possible for them to be 
registered and held solely in the name of the Fund. There is a risk that creditors of Krane and/or 
E Fund may assert that the securities are owned by Krane and/or E Fund and that regulatory actions 
taken against Krane and/or E Fund may affect the Fund. The risk is particularly acute in the case 
of cash deposited with a PRC sub-custodian (“PRC Custodian”) because it may not be segregated, 
and it may be treated as a debt owing from the PRC Custodian to the Fund as a depositor. Thus, in 
the event of a PRC Custodian bankruptcy, liquidation, or similar event, the Fund may face diffi culties 
and/or encounter delays in recovering its cash.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
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economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

RQFII and QFII License Risk. A RQFII or QFII license and quota may be acquired to invest 
directly in RMB Bonds. The RQFII rules were adopted relatively recently and are novel. Chinese 
regulators may revise or discontinue the RQFII program at any time. The Fund’s investments may be 
limited to the quota obtained by Krane and/or E Fund in their capacity as a RQFII or QFII on behalf 
of the Fund. There is no guarantee that the China Securities Regulatory Commission (“CSRC”) will 
ultimately grant a RQFII or QFII license or quota, and the application process may take a signifi cant 
amount of time. In addition, a reduction or elimination of the quota may have a material adverse 
effect on the ability of the Fund to achieve its investment objectives. Should the amount of RMB 
Bonds that the Fund is eligible to invest in be or become inadequate to meet its investment needs, 
such as if Krane or E Fund is unable to obtain RQFII or QFII status, the Fund may need to rely 
exclusively on investments through the CIBM Program to purchase RMB Bonds.

Tax Risk. Although Chinese law provides for a 10% withholding tax (“WHT”) on capital 
gains realized by non-residents, signifi cant uncertainties surround the implementation of this law, 
particularly with respect to trading of debt-related RMB Bonds by RQFIIs and QFIIs. In addition, 
there is uncertainty as to the application and implementation of China’s value added tax to the 
Fund’s activities. It is also unclear how China’s value added tax may apply to RMB Bonds and how 
such application may be affected by tax treaty provisions. If such a tax is collected, the expense will 
be passed on and borne by the Fund. The imposition of such taxes, as well as future changes in 
applicable PRC tax law, may adversely affect the Fund. In light of this uncertainty, the Fund reserves 
the right to establish a reserve for such taxes, although it currently does not do so. If the Fund 
establishes such a reserve but is not ultimately subject to these taxes, shareholders who redeemed 
or sold their shares while the reserve was in place will effectively bear the tax and may not benefi t 
from the later release, if any, of the reserve. Conversely, if the Fund does not establish such a reserve 
but ultimately is subject to the tax, shareholders who redeemed or sold their shares prior to the tax 
being withheld, reserved or paid will have effectively avoided the tax. Investors should note that such 
provision, if any, may be excessive or inadequate to meet actual Chinese tax liabilities (which could 
include interest and penalties) on the Fund’s investments. As a result, investors may be advantaged 
or disadvantaged depending on the fi nal rules of the relevant PRC tax authorities.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. As of the date of this prospectus, the Underlying Index was concentrated in 
Chinese government/Chinese government-related debt.

Currency Risk.  The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the Fund may 
lose value if a security denominated in another currency depreciates against the U.S. dollar, even if 
the local currency value of the Fund’s holdings goes up. Currency exchange rates can be very volatile 
and can change quickly and unpredictably, which may adversely affect the Fund. The Fund may also 
be subject to delays in converting or transferring U.S. dollars to foreign currencies for the purpose 
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of purchasing portfolio investments. This may hinder the Fund’s performance, including because any 
delay could result in the Fund missing an investment opportunity and purchasing securities at a 
higher price than originally intended, or incurring cash drag.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement fails 
to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater than, the 
full value of the derivative if the counterparty fails to perform its obligations. Counterparty risks are 
compounded by the fact that only a limited number of counterparties that engage in swaps based 
on certain reference assets. Investments in derivatives may expose the Fund to leverage, which may 
cause the Fund to be more volatile than if it had not been leveraged. Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund.

Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.

Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only in large 
blocks called Creation Units and only to “Authorized Participants.” Unlike many other ETFs, however, 
the Fund expects to effect part or all of its creations and redemptions for cash, rather than in-kind 
securities. Thus, an investment in the Fund may be less tax-effi cient than an investment in other 
ETFs as the Fund may recognize a capital gain that it could avoid by making redemptions in-kind. 
As a result, the Fund may pay out higher annual capital gains distributions than ETFs that redeem 
in-kind. Further, paying redemption proceeds in cash rather than through in-kind delivery of portfolio 



7

Fund Summary

KraneShares Bloomberg Barclays China Aggregate Bond Index ETF

securities may require the Fund to dispose of or sell portfolio investments to obtain the cash needed 
to distribute redemption proceeds at an inopportune time.

International Closed Market Trading Risk. Because substantially all of the Fund’s investments 
trade in markets that are closed when the Fund and Exchange are open, there are likely to be 
deviations between current pricing of an underlying security and stale pricing, resulting in the Fund 
trading at a discount or premium to NAV greater than those incurred by other ETFs.

New Fund Risk. The Fund is new and does not yet have shares outstanding. If the Fund does 
not grow in size, it will be at greater risk than larger funds of wider bid-ask spreads for its shares, 
trading at a greater premium or discount to NAV, liquidation and/or a stop to trading.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed on 
the Exchange, there can be no assurance that an active trading market for shares will develop or be 
maintained or that the Fund’s shares will continue to be listed.

Fixed Income Securities Risk. Fixed income securities are subject to credit risk and interest rate risk. 
Credit risk refers to the possibility that the issuer of a security will not make timely interest payments 
or repay the principal of the debt issued (i.e., it defaults on its obligations). Interest rate risk refers to 
fl uctuations in the value of a debt resulting from changes in the level of interest rates. When interest 
rates go up, the prices of most debt instruments generally go down; and when interest rates go down, 
the prices of most debt instruments generally go up. Debt instruments with longer durations tend to 
be more sensitive to interest rate changes, typically making them more volatile. Interest rates have 
recently increased and are expected to continue increasing, potentially rapidly and/or dramatically, 
thereby heightening the risks associated with rising interest rates.

Pay-In-Kind and Step-Up Coupon Securities Risk. A pay-in-kind security pays no interest 
in cash to its holder during its life. Similarly, a step-up coupon security is a debt security that may 
not pay interest for a specifi ed period of time and then, after the initial period, may pay interest at 
a series of different rates. Accordingly, pay-in-kind and step-up coupon securities will be subject to 
greater fl uctuations in market value in response to changing interest rates than debt obligations of 
comparable maturities that make current, periodic distribution of interest in cash.

Perpetual Bonds Risk. Perpetual bonds offer a fi xed return with no maturity date. Because 
they never mature, perpetual bonds can be more volatile than other types of bonds that have a 
maturity date and may be more sensitive to changes in interest rates. If market interest rates rise 
signifi cantly, the interest rate paid by a perpetual bond may be much lower than the prevailing 
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interest rate. Perpetual bonds are also subject to credit risk with respect to the issuer. In addition, 
because perpetual bonds may be callable after a set period of time, there is the risk that the issuer 
may recall the bond.

Subordinated Obligations Risk. Payments under some RMB Bonds may be structurally 
subordinated to other existing and future liabilities and obligations of the issuer. Claims of creditors 
of subordinated debt will have less priority as to the assets of the issuer and its creditors who seek 
to enforce the terms of the RMB Bond. Certain RMB Bonds may not contain any restrictions on the 
ability to incur additional unsecured indebtedness.

Variable and Floating Rate Securities Risk. During periods of increasing interest rates, 
changes in the coupon rates of variable or fl oating rate securities may lag behind the changes in 
market rates or may have limits on the maximum increases in coupon rates. Alternatively, during 
periods of declining interest rates, the coupon rates on such securities will typically readjust 
downward resulting in a lower yield. Floating rate notes are generally subject to legal or contractual 
restrictions on resale, may trade infrequently, and their value may be impaired when the Fund needs 
to liquidate such securities.

Foreign Securities Risk. Investments in securities of non-U.S. issuers may be less liquid than 
investments in U.S. issuers as foreign trading markets are not typically as active as U.S. markets 
and may have less governmental regulation and oversight. For example, non-U.S. issuers may be 
subject to different accounting, auditing, fi nancial reporting and investor protection standards than 
U.S. issuers. As a result, there may be less information publicly available about non-U.S. issuers. 
Investments in non-U.S. securities also involve risk of loss due to foreign currency fl uctuations and 
political or economic instability. Foreign markets also may have clearance and settlement procedures 
that make it diffi cult for the Fund to buy and sell securities. These factors could result in a loss to 
the Fund by causing the Fund to be unable to dispose of an investment or to miss an attractive 
investment opportunity, or by causing the Fund’s assets to be uninvested for some period of time.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

High Portfolio Turnover Risk. The Fund may incur high portfolio turnover rates, which may increase 
the Fund’s brokerage commission costs and negatively impact the Fund’s performance. Such 
portfolio turnover also may generate net short-term capital gains.

High Yield and Unrated Securities Risk. Securities that are unrated or rated below investment 
grade (or “junk bonds”) are subject to greater risk of loss of income and principal than highly rated 
securities because their issuers may be more likely to default. Junk bonds are inherently speculative. 
The prices of unrated and high yield securities are likely to be more volatile than those of highly rated 
securities, and the secondary market for them may be less liquid than that for highly rated securities.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane, E Fund and/or their affi liates. 
The Fund will indirectly be exposed to the risks of investments by such funds. Moreover, the Fund will 
incur its pro rata share of the underlying fund’s expenses. Krane and E Fund are subject to confl icts of 
interest in allocating Fund assets to investment companies that are advised, sponsored or otherwise 



9

Fund Summary

KraneShares Bloomberg Barclays China Aggregate Bond Index ETF

serviced by Krane, E Fund and/or their affi liates. To the extent that the Fund invests in investment 
companies or other pooled investment vehicles that are not registered pursuant to the 1940 Act, 
including foreign investment companies, it will not enjoy the protections of the 1940 Act.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.

Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold less 
than the total number of securities in the Underlying Index, the Fund is subject to management risk. 
This is the risk that E Fund’s security selection process, which is subject to a number of constraints, 
may not produce the intended results.

Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion of 
its assets in fewer issuers than a diversifi ed fund, changes in the market value of a single portfolio 
holding could cause greater fl uctuations in the Fund’s share price than would occur in a diversifi ed 
fund. This may increase the Fund’s volatility and cause the performance of a single portfolio holding 
or a relatively small number of portfolio holdings to have a greater impact on the Fund’s performance.

Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.
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Sovereign and Quasi-Sovereign Debt Risk. Investments in sovereign and quasi-sovereign RMB 
Bonds may involve special risks not present in corporate bonds. The governmental authority that 
controls the repayment of the debt may be unwilling or unable to repay the principal and/or interest 
when due in accordance with the terms of such securities, such as due to the extent of its foreign 
reserves; the availability of suffi cient foreign exchange on the date a payment is due; the relative size 
of the debt service burden to the economy as a whole; or the government debtor’s policy towards 
the International Monetary Fund and the political constraints to which a government debtor may 
be subject. If an issuer of government or quasi-government debt defaults on payments of principal 
and/or interest, the Fund may have limited legal recourse against the issuer and/or guarantor. During 
periods of economic uncertainty, the market prices of sovereign and quasi-sovereign RMB Bonds, 
and the Fund’s NAV, may be more volatile than prices of corporate bonds, which may result in losses. 
In the past, certain governments of emerging market countries have declared themselves unable to 
meet their fi nancial obligations on a timely basis, which has resulted in losses for holders of such 
sovereign and quasi-sovereign bonds.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed 
in the same manner as an ordinary corporation, and distributions to its shareholders would not be 
deductible by the Fund in computing its taxable income, which would adversely affect the Fund’s 
performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.
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Performance Information

Once the Fund has completed a full calendar year of operations, a bar chart and table will be 
included in this Prospectus that will provide some indication of the risks of investing in the Fund 
by showing the variability of the Fund’s return based on net assets and comparing the variability 
of the Fund’s return to a broad measure of market performance. Once available, the Fund’s current 
performance information will be available at www.kraneshares.com. Past performance does not 
necessarily indicate how the Fund will perform in the future.

Management

Investment Adviser and Sub-Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund.

E Fund Management (Hong Kong) Co., Limited serves as the sub-adviser to the Fund.

Portfolio Managers

Ms. Xiaochen Wang and Messrs. Guangdong Qi and Ethan Chan, CFA serve as the Fund’s co-portfolio 
managers. Mr. Chan, Ms. Wang and Mr. Qi have served in those roles since the Fund’s inception.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income or capital gains (or a combination), 
unless your investment is in an IRA or other tax-advantaged retirement account, which may be taxable 
upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares Bosera MSCI China A Share ETF (the “Fund”) seeks to provide investment results 
that, before fees and expenses, correspond to the price and yield performance of a specifi c foreign 
equity securities index. The Fund’s current index is the MSCI China A Inclusion Index (the “Underlying 
Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment) .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  None

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.78%

Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00%

Other Expenses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.02%

Total Annual Fund Operating Expenses .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.80%

Fee Waiver**  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.20% 

Total Annual Fund Operating Expenses After Fee Waiver   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.60%

* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.
** Krane has contractually agreed to waive its management fee by 0.20% of the Fund’s average daily net 

assets. This contractual fee waiver will continue until October 4, 2019, and may only be terminated prior 
thereto by the Board.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same, except that it refl ects the Fee Waiver for the 
period described above. The Example does not refl ect any brokerage commissions that you may pay 
on purchases and sales of your shares. Although your actual costs may be higher or lower, based on 
these assumptions, whether you do or do not sell your shares, your costs would be:

1 Year 3 Years 5 Years 10 Years

$61 $232 $421 $968

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
During the most recent fi scal year, the Fund’s portfolio turnover rate was 52% of the average value 
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of its portfolio. This rate excludes the value of portfolio securities received or delivered as a result of 
in-kind creations or redemptions of the Fund’s shares.

Principal Investment Strategies

Under normal circumstances, the Fund will invest at least 80% of its total assets in securities of 
the Underlying Index, depositary receipts representing such securities and securities underlying 
depositary receipts in the Underlying Index. The Underlying Index refl ects the Chinese renminbi 
(“RMB”)-denominated equity securities listed on the Shenzhen or Shanghai Stock Exchanges 
(“A Shares”) included in the MSCI Emerging Markets Index assuming that index’s methodology 
permitted the full inclusion of A Shares. The A Shares included in the MSCI Emerging Markets Index 
and, therefore, included in the Underlying Index, are weighted according to each component’s 
free-fl oat adjusted market capitalization, which is calculated based the component’s market free-fl oat 
market capitalization multiplied by its Foreign Inclusion Factor (“FIF”). The FIF of a security is defi ned 
as the proportion of shares outstanding that is available for investment in the public equity markets 
by foreign investors. The MSCI Emerging Markets Index is designed to measure the equity market 
performance of large and mid-cap issuers in the global emerging markets.

A Shares are issued by companies incorporated in mainland China. Under current regulations in 
the People’s Republic of China (“China” or the “PRC”), foreign investors can invest in A Shares 
only through certain institutional investors that have obtained a license and quota from the 
Chinese regulators or through the Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong 
Stock Connect programs (together, the “Stock Connect Programs”). Bosera Asset Management 
(International) Co., Ltd. (“Bosera”), the Fund’s sub-adviser, has received a license as a Renminbi 
Qualifi ed Foreign Institutional Investor (“RQFII”) from the China Securities Regulatory Commission 
(“CSRC”) and has received an A Shares quota by China’s State Administration of Foreign Exchange 
(“SAFE”) for use by the investment products it manages, including the Fund. Bosera, on behalf of the 
investment products it manages, may invest in A Shares and other permitted China securities listed 
on the Shanghai or Shenzhen Stock Exchanges up to the relevant A Shares quota(s). In addition, the 
Fund may invest in A Shares through the Stock Connect Programs and, in the future, Bosera may also 
obtain a license on behalf of the Fund as a Qualifi ed Foreign Institutional Investor (“QFII”), another 
program under Chinese law that would allow the Fund to invest in A Shares.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, the 
Fund expects to use a representative sampling strategy to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to that of the Underlying Index.

The Fund may invest up to 20% of its assets in investments that are not included in the Underlying 
Index, but which Krane and/or Bosera believes will help the Fund track the Underlying Index. These 
investments may include equity securities and depositary receipts of issuers whose securities are 
not components of the Underlying Index, derivative instruments (including swaps, futures, forwards, 
structured notes and options), other investment companies (including ETFs) and cash or cash 
equivalents (including money market funds). The other investment companies in which the Fund may 
invest may be advised, sponsored or otherwise serviced by Krane, Bosera and/or their affi liates. The 
Fund may also invest in cash and cash equivalents or components of the Underlying Index which the 
Fund believes offer more liquidity given or in anticipation of any reduced liquidity in the A-Shares 
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market. The following China-related securities may be included in this 20% basket in addition to 
China A-Shares, which are described above:

 • China B Shares, which are shares of companies listed on the Shanghai or Shenzhen Stock 
Exchange but quoted and traded in foreign currencies (such as Hong Kong Dollars or U.S. Dollars), 
which were primarily created for trading by foreign investors.

 • China H Shares, which are shares of companies incorporated in mainland China and listed on 
the Hong Kong Stock Exchange (“H-Shares”), where they are traded in Hong Kong dollars and 
may be traded by foreign investors.

 • China N Shares, which are shares of companies with business operations in mainland China and 
listed on an American stock exchange, such as NYSE or NASDAQ (“N-Shares”).

 • P-Chips, which are shares of private sector companies with a majority of their business operations 
in mainland China and controlling private Chinese shareholders, which are incorporated outside 
of mainland China and traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • Red Chips, which are shares of companies with a majority of their business operations in 
mainland China and controlled by the central, provincial or municipal governments of the PRC, 
whose shares are traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • S-Chips, which are shares of companies with business operations in mainland China and listed 
on the Singapore Exchange. S-Chip shares are issued by companies incorporated anywhere, but 
many are registered in Singapore, the British Virgin Islands, the Cayman Islands, or Bermuda.

As of June 29, 2018, the Underlying Index included approximately 226 securities of companies with 
a market capitalization range of approximately $625.77 million to $41.59 billion and an average 
market capitalization of approximately $3.41 billion. The Underlying Index is rebalanced quarterly .

To the extent the Underlying Index is concentrated in a particular industry, the Fund is expected to 
be concentrated in that industry. As of June 29, 2018, issuers in the fi nancials sector (32.22%) 
represented a signifi cant portion of the Underlying Index.

The Fund may engage in securities lending.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
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economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.

In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

A-Shares Risk. A-Shares are issued by companies incorporated in mainland China and are 
traded on Chinese exchanges. Investments in A-Shares are made available to domestic Chinese 
investors and certain foreign investors, including those who have been approved as a QFII or a RQFII 
and through the Stock Connect Programs. Investments by other foreign investors in A-Shares are 
subject to various regulations and limits. Investments in A-Shares are subject to various restrictions. 
Investments in A-Shares are heavily regulated and the recoupment and repatriation of assets 
invested in A-Shares is subject to restrictions by the Chinese government. A-Shares may be subject 
to frequent and widespread trading halts and may become illiquid. This could cause volatility in the 
Fund’s share price and subject the Fund to a greater risk of trading halts.

Custody Risks. In accordance with Chinese regulations, A-Shares acquired through a QFII 
or RQFII license will be held in the joint names of the Fund and Bosera. While Bosera may not use 
such an account for any purpose other than for maintaining the Fund’s assets, the Fund’s assets 
may not be as well protected as they would be if it were possible for them to be registered and held 
solely in the name of the Fund. There is a risk that creditors of Bosera may assert that the securities 
are owned by Bosera and that regulatory actions taken against Bosera may affect the Fund. The risk 
is particularly acute in the case of cash deposited with a PRC sub-custodian (“PRC Custodian”) 
because it may not be segregated, and it may be treated as a debt owing from the PRC Custodian 
to the Fund as a depositor. Thus, in the event of a PRC Custodian bankruptcy, liquidation, or similar 
event, the Fund may face diffi culties and/or encounter delays in recovering its cash.

Tax Risk. Per a circular (Caishui [2014] 79), the Fund is expected to be temporarily exempt 
from the Chinese withholding tax (“WHT”) on capital gains on trading in A-Shares as of November 17, 
2014. There is no indication as to how long the temporary exemption will remain in effect. Accordingly, 
the Fund may be subject to such taxes in the future. If the Fund expects such WHT on trading in 
A-Shares to be imposed, it reserves the right to establish a reserve for such tax, although it currently 
does not do so. If the Fund establishes such a reserve but is not ultimately subject to the tax, 
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shareholders who redeemed or sold their shares while the reserve was in place will effectively bear 
the tax and may not benefi t from the later release, if any, of the reserve. Conversely, if the Fund does 
not establish such a reserve but ultimately is subject to the tax, shareholders who redeemed or sold 
their shares prior to the tax being withheld, reserved or paid will have effectively avoided the tax, 
even if they benefi ted from the trading that precipitated the Fund’s payment of it. Investors should 
note that such provision may be excessive or inadequate to meet actual WHT liabilities (which could 
include interest and penalties) on the Fund’s investments. As a result, investors may be advantaged 
or disadvantaged depending on the fi nal rules of the relevant PRC tax authorities.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

Stock Connect Program Risk. The Stock Connect Programs are subject to daily and aggregate 
quota limitations, and an investor cannot purchase and sell the same security on the same trading 
day, which may restrict the Fund’s ability to invest in A-Shares through the Programs and to enter into 
or exit trades on a timely basis. The Shanghai and Shenzhen markets may be open at a time when 
the Stock Connect Programs are not active, with the result that prices of A-Shares may fl uctuate at 
times when the Fund is unable to add to or exit its positions. Because the Stock Connect Programs 
are new, the actual effect on the market for trading A-Shares with the introduction of large numbers 
of foreign investors is still relatively unknown. Further, regulations or restrictions, such as limitations 
on redemptions or suspension of trading, may adversely impact the program. There is no guarantee 
that the Shanghai, Shenzhen and Hong Kong Stock Exchanges will continue to support the Stock 
Connect Programs in the future.

B-Shares Risk. The China B-Share market is generally smaller, less liquid and has a smaller 
issuer base than the China A-Share market. The issuers that compose the B-Share market include 
a broad range of companies, including companies with large, medium and small capitalizations. 
Further, the B-Shares market may behave very differently from other portions of the Chinese equity 
markets, and there may be little to no correlation between the performance of the two.

H-Shares Risk. H-Shares are foreign securities which, in addition to the risks described 
herein, are subject to the risk that the Hong Kong stock market may behave very differently from the 
mainland Chinese stock market. There may be little to no correlation between the performance of the 
Hong Kong stock market and the mainland Chinese stock market.
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N-Shares Risk. N-Shares are securities of companies with business operations in mainland 
China and listed on an American stock exchange, such as the NYSE or NASDAQ. Because companies 
issuing N-Shares have business operations in China, they are subject to certain political and 
economic risks in China. The American stock market may behave very differently from the mainland 
Chinese stock market, and there may be little to no correlation between the performance of the two.

P-Chip Companies Risk. P-Chip companies are often run by the private sector and have a 
majority of their business operations in mainland China. P-Chip shares are traded in Hong Kong 
dollars on the Hong Kong Stock Exchange, and may also be traded by foreigners. Because they 
are traded on the Hong Kong Stock Exchange, P-Chips are also subject to risks similar to those 
associated with investments in H Shares. They are also subject to risks affecting their jurisdiction of 
incorporation, including any legal or tax changes.

Red Chip Companies Risk. Red Chip companies are controlled, either directly or indirectly, 
by the central, provincial or municipal governments of the PRC. Red Chip shares are traded in Hong 
Kong dollars on the Hong Kong Stock Exchange and may also be traded by foreigners. Because 
Red Chip companies are controlled by various PRC governmental authorities, investing in Red Chips 
involves risks that political changes, social instability, regulatory uncertainty, adverse diplomatic 
developments, asset expropriation or nationalization, or confi scatory taxation could adversely affect 
the performance of Red Chip companies. Red Chip companies may be less effi ciently run and less 
profi table than other companies.

S-Chip Companies Risk. The Fund may invest in shares of companies with business 
operations in mainland China and listed on the Singapore Exchange (“S Chips”). S-Chip shares 
are issued by companies incorporated anywhere, but many are registered in Singapore, the British 
Virgin Islands, the Cayman Islands, or Bermuda. They are subject to risks affecting their jurisdiction 
of incorporation, including any legal or tax changes. S Chip companies may or may not be owned at 
least in part by a Chinese central, provincial or municipal government and be subject to the types of 
risks that come with such ownership described herein. There may be little or no correlation between 
the performance of the Singapore stock market and the mainland Chinese stock market.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries) or sector of the economy. While the 
Fund’s sector and industry exposure is expected to vary over time based on the composition of the 
Underlying Index, the Fund is currently subject to the principal risks described below. The Fund may 
have signifi cant exposure to other industries or sectors over time.

Financials Sector Risk. The performance of companies in the fi nancials sector may be 
adversely impacted by many factors, including, among others, government regulations, economic 
conditions, credit rating downgrades, changes in interest rates, and decreased liquidity in credit 
markets. This sector has experienced signifi cant losses in the recent past, and the impact of more 
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stringent capital requirements and of recent or future regulation on any individual fi nancial company 
or on the sector as a whole cannot be predicted.

Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the Fund may 
lose value if the local currency of a foreign market depreciates against the U.S. dollar, even if the 
local currency value of the Fund’s holdings goes up. Currency exchange rates can be very volatile 
and can change quickly and unpredictably, which may adversely affect the Fund. The Fund may also 
be subject to delays in converting or transferring U.S. dollars to foreign currencies for the purpose 
of purchasing portfolio investments. This may hinder the Fund’s performance, including because any 
delay could result in the Fund missing an investment opportunity and purchasing securities at a 
higher price than originally intended, or incurring cash drag.

Depositary Receipts Risk. The Fund may hold the securities of Chinese and other non-U.S. companies 
in the form of depositary receipts, including American Depositary Receipts and Global Depositary 
Receipts. Investing in depositary receipts entails the risks associated with foreign investments. The 
underlying securities of the depositary receipts in the Fund’s portfolio are subject to fl uctuations 
in foreign currency exchange rates that may affect the value of the Fund’s portfolio. In addition, 
the value of the securities underlying the depositary receipts may change materially when the U.S. 
markets are not open for trading, which will affect the value of the depositary receipts. Like direct 
investments in foreign securities, investments in depositary receipts involve political and economic 
risks distinct from those associated with investing in the securities of U.S. issuers.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement fails 
to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater than, the 
full value of the derivative if the counterparty fails to perform its obligations. Counterparty risks are 
compounded by the fact that there are only a limited number of ways available to invest in certain 
reference assets, including A-Shares, and, therefore, there may be few counterparties to swaps based 
on those reference assets. Investments in derivatives may expose the Fund to leverage, which may 
cause the Fund to be more volatile than if it had not been leveraged. Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund.

Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.

Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
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In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only in large 
blocks called Creation Units and only to “Authorized Participants.” Unlike many other ETFs, however, 
the Fund expects to effect all of its creations and redemptions for cash, rather than in-kind securities. 
Thus, an investment in the Fund may be less tax-effi cient than an investment in other ETFs as the 
Fund may recognize a capital gain that it could avoid by making redemptions in-kind. As a result, the 
Fund may pay out higher annual capital gains distributions than ETFs that redeem in-kind. Further, 
paying redemption proceeds in cash rather than through in-kind delivery of portfolio securities may 
require the Fund to dispose of or sell portfolio investments to obtain the cash needed to distribute 
redemption proceeds at an inopportune time.

International Closed Market Trading Risk. Because substantially all of the Fund’s investments 
trade in markets that are closed when the Fund and Exchange are open, there are likely to be 
deviations between current pricing of an underlying security and stale pricing, resulting in the Fund 
trading at a discount or premium to NAV greater than those incurred by other ETFs.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed on 
the Exchange, there can be no assurance that an active trading market for shares will develop or be 
maintained or that the Fund’s shares will continue to be listed.

Foreign Securities Risk. Investment in foreign securities may involve higher costs than investment in 
U.S. securities, including higher transaction and custody costs as well as the imposition of additional 
taxes by foreign governments. Foreign investments may also involve risks associated with currency 
exchange rates, less complete fi nancial information about the issuers, less market liquidity, more 
market volatility and political and economic instability. Future political and economic developments, 
the possible imposition of withholding taxes on dividend income, the possible seizure or nationalization 
of foreign holdings, the possible establishment of exchange controls or freezes on the convertibility 
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of currency, or the adoption of other governmental restrictions might adversely affect an investment 
in foreign securities. Additionally, foreign issuers, especially issuers in emerging markets, may be 
subject to less stringent regulation, and to different accounting, auditing, recordkeeping, fi nancial 
reporting, and investor protection requirements. Investments in foreign securities typically are less 
liquid than investments in U.S. securities. The value of foreign securities may change materially when 
the U.S. markets are not open for trading.

Income from securities of non-U.S. issuers, including gains on the sale of such securities, may be 
subject to foreign taxes. Even if the Fund qualifi es to pass these taxes through to shareholders, the 
ability to claim a credit for such taxes may be limited, particularly in the case of taxes on capital gains.

Foreign markets may have clearance and settlement procedures that make it diffi cult for the Fund to 
buy and sell securities. This could result in a loss to the Fund by causing the Fund to be unable to 
dispose of an investment or to miss an attractive investment opportunity, or by causing the Fund’s 
assets to be uninvested for some period of time.

From time to time, certain of the issuers of securities purchased by the Fund may operate in, or 
have dealings with, countries may become subject to sanctions or embargoes imposed by the U.S. 
Government and the United Nations and/or countries identifi ed by the U.S. Government as state 
sponsors of terrorism. A company may suffer damage to its reputation if it is identifi ed as such a 
company. Any Fund investment in such companies will be indirectly subject to those risks.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those that are advised, sponsored or otherwise serviced by Krane, Bosera and/or their 
affi liates. The Fund will indirectly be exposed to the risks of investments by such funds. Moreover, the 
Fund will incur its pro rata share of the underlying fund’s expenses. Krane and Bosera are subject to 
confl icts of interest in allocating Fund assets to investment companies that are advised, sponsored 
or otherwise serviced by Krane, Bosera and/or their affi liates. To the extent that the Fund invests in 
investment companies or other pooled investment vehicles that are not registered pursuant to the 
1940 Act, including foreign investment companies, it will not enjoy the protections of the 1940 Act.

Large Capitalization Company Risk. Investments in large capitalization companies may go in and out 
of favor based on market and economic conditions and may underperform other market segments. 
Some large capitalization companies may be unable to respond quickly to new competitive challenges 
and attain the high growth rate of successful smaller companies, especially during extended periods 
of economic expansion. As such, returns on investments in stocks of large capitalization companies 
could trail the returns on investments in stocks of small and mid capitalization companies.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.
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Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold 
less than the total number of securities in the Underlying Index, the Fund is subject to management 
risk. This is the risk that the Bosera’s security selection process, which is subject to a number of 
constraints, may not produce the intended results.

Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Mid-Capitalization Company Risk. Investing in the securities of medium capitalization companies 
involves greater risk and the possibility of greater price volatility than investing in larger capitalization 
companies and more established companies. Since medium-sized companies may have limited 
operating histories, product lines and fi nancial resources, the securities of these companies may 
lack suffi cient market liquidity and can be sensitive to expected changes in interest rates, borrowing 
costs and earnings.

Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed in the 
same manner as an ordinary corporation, and distributions to its shareholders would not be deductible 
by the Fund in computing its taxable income, which would adversely affect the Fund’s performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
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by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be readily 
available, and such securities may be fair valued. Fair valuation is subjective and different market 
participants may assign different prices to the same security. As a result, there is a risk that the Fund may 
not be able to sell a security at the price assigned to the security by the Fund. In addition, the securities 
in which the Fund invests may trade on days that the Fund does not price its shares; as a result, the value 
of Fund shares may change on days when investors cannot purchase or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.

Performance Information

The following bar chart and table illustrate the variability of the Fund’s returns and indicate the risks 
of investing in the Fund by showing how the Fund’s average annual total returns compare with those 
of a broad measure of market performance. All returns include the reinvestment of dividends and 
distributions. As always, please note that the Fund’s past performance (before and after taxes) is not 
necessarily an indication of how it will perform in the future. Updated performance information is 
available at no cost by visiting www.kraneshares.com.

Total Annual Returns For Calendar Year Ended December 31
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As of June 30, 2018, the Fund’s calendar year-to-date total return was 13.13%.
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Best and Worst Quarter Returns (for the period refl ected in the bar chart above)

Return

Quarter 
Ended/Year

Highest Return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.57% 3/31/2015
Lowest Return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -29.82% 9/30/2015

Average Annual Total Returns for the period ended December 31, 2017

KraneShares Bosera MSCI China A Share ETF 1 year

Since Inception 
(3-4-2014)

Return Before Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28.64% 12.51%
Return After Taxes on Distributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28.21% 9.91%
Return After Taxes on Distributions and Sale of Fund Shares . . . . . . . . . . . 16.34% 9.16%
S&P 500 Index (Reflects no deduction for fees, expenses or taxes) . . . . . . 21.83% 12.03%
Hybrid KBA Index (Reflects no deduction for fees, expenses or taxes)*  . . . 25.43% 14.90%

* The Hybrid KBA Index consists of the MSCI China A Index from the inception of the Fund through 

October 23, 2014, the MSCI China A International Index from October 23, 2014 through December 26, 

2017 and the MSCI China A Inclusion Index going forward. From October 23, 2014 through December 26, 

2017, the Fund sought investment results that, before fees and expenses, corresponded to the price and 

yield performance of the MSCI China A International Index. Prior to October 23, 2014, the Fund sought 

investment results that, before fees and expenses, corresponded to the price and yield performance of the 

MSCI China A Index.

Average annual total returns are shown on a before- and after-tax basis for the Fund. After-tax 
returns are calculated using the historical highest individual federal marginal income tax rates and 
do not refl ect the impact of state and local taxes. Actual after-tax returns depend on an investor’s tax 
situation and may differ from those shown. After-tax returns shown are not relevant to investors who 
hold shares through tax-deferred arrangements, such as 401(k) plans or individual retirement plans.

Management

Investment Manager and Sub-Adviser

Krane Funds Advisors, LLC serves as the investment manager to the Fund.

Bosera Asset Management (International) Co., Ltd. (“Bosera”), serves as the sub-adviser to the Fund.

Portfolio Manager

Mrs. Qiong Wan, Fund Manager at Bosera, has been the Fund’s portfolio manager since 2016.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.
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Tax Information

Fund distributions are generally taxable as ordinary income or capital gains (or a combination), 
unless your investment is in an IRA or other tax-advantaged retirement account, which may be taxable 
upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares CCBS China Corporate High Yield Bond USD Index ETF (the “Fund”) seeks to provide 
investment results that, before fees and expenses, track the price and yield performance of a specifi c 
fi xed income securities index. The Fund’s current index is the Solactive USD China Corporate High 
Yield Bond Index (the “Underlying Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . None 

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.68% 

Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00% 

Other Expenses**  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.01% 

Total Annual Fund Operating Expenses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.69% 

* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.
**  Based on estimated amounts for the current fi scal year.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same each year. This Example does not refl ect any 
brokerage commissions that you may pay on purchases and sales of your shares. Although your 
actual costs may be higher or lower, based on these assumptions, whether you do or do not sell your 
shares, your costs would be:

1 Year 3 Years

$70 $221

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
Because the Fund had not commenced investment operations prior to its fi scal year ended March 31, 
2018, it does not have portfolio turnover information for the prior fi scal year to report.
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Principal Investment Strategies

Under normal circumstances, the Fund will invest at least 80% of its total assets in components of the 
Underlying Index and to-be-announced transactions representing such components. The Underlying 
Index seeks to track the performance of outstanding high yield debt securities denominated in U.S. 
dollars issued by Chinese companies. For purposes of the Underlying Index, Chinese companies 
include companies that conduct the majority of their business activities in, are headquartered in or 
have the majority of their business assets, profi ts, or revenues in China or Hong Kong as determined 
by the index provider, Solactive, AG (“Index Provider”).

Securities included in the Underlying Index are available for investment through the U.S. 
dollar-denominated bond market and may be primarily traded in different markets around the world, 
including Asia and the United States. The securities eligible for inclusion in the Underlying Index 
include fi xed interest rate securities, fi xed-to-fl oat and fi xed-to-variable securities with one year or 
more until their conversion, pay-in-kind securities, and step-up-coupon securities. The Underlying 
Index is weighted according to the market value of the outstanding debt qualifi ed for inclusion in 
the Underlying Index, except that it limits, as of each rebalance: (1) issuers engaged in the same 
economic sector from representing more than 40% of the Underlying Index; and (2) after applying 
the sector limit, the weight of any single issuer’s securities from exceeding 5% of the Underlying 
Index.

The issues that are eligible for inclusion in the Underlying Index, as of each rebalance, include those 
that are: (1) at least 40 days old; (2) have two to fi ve years remaining until maturity or no maturity 
date; (3) are unrated by Fitch Ratings, Ltd. (“Fitch”) or Moody’s Investors Service, Inc. (“Moody’s”) 
or have at least one rating by Fitch or Moody’s that is equal to or lower than BBB- or Baa3; (4) have 
not defaulted; (5) have a par value of at least $300 million; and (6) are issued by issuers with 
outstanding public debt securities with a value of at least $1 billion. The security with the highest 
yield to maturity will be included in the Underlying Index for issuers with more than one security 
eligible for inclusion in the Underlying Index or, if they have the same yield to maturity, the security 
with the highest amount outstanding will be included in the Underlying Index.

The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying 
Index, but that the Fund’s subadviser, CCB Securities, Ltd. (“CCBS”) believes will help the Fund track 
its Underlying Index. These instruments include debt securities not included in the Underlying Index, 
such as sovereign and quasi-sovereign debt securities, on-shore renminbi (“RMB”) debt securities 
eligible for investment through either a People’s Bank of China program that permits foreign investors 
to invest in RMB-denominated debt securities (“RMB Bonds”) in the Chinese Interbank Bond Market 
(“CIBM Program”) or through a Renminbi Qualifi ed Foreign Institutional Investor (“RQFII”) or Qualifi ed 
Foreign Institutional Investor (“QFII”) license, and other foreign currency-denominated debt securities. 
To the extent the Fund invests in RMB Bonds, it expects to do so through the CIBM Program but Krane 
or CCBS may choose to apply for a RQFII or QFII license in the future. The Fund may also invest in 
derivatives (including swaps, forwards, futures, structured notes and options), equity securities and 
cash and cash equivalents. In addition, the Fund may invest in shares of investment companies, 
such as ETFs, unit investment trusts, closed-end investment companies and foreign investment 
companies, including to gain exposure to component securities of the Fund’s Underlying Index or 
when such investments present a more cost effi cient alternative to investing directly in the securities. 
Foreign investment companies in which the Fund may invest include RMB-denominated short-term 
bond funds domiciled in the PRC (“PRC Investment Companies”). The Fund may also hold cash in 
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a deposit account in China or invest in U.S. money market funds or other U.S. cash equivalents. The 
other investment companies in which the Fund may invest may be advised, sponsored or otherwise 
serviced by Krane, CCBS and/or their affi liates.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, 
the Fund expects to use representative sampling to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to the Underlying Index.

As of June 30, 2018, the Underlying Index included 58 issues. As of June 30, 2018, the credit ratings 
for the rated components in the Underlying Index ranged from BBB to below BBB-, as determined by 
Fitch or Moody’s, or were unrated. The Underlying Index is rebalanced quarterly.

The Fund may engage in securities lending.

The Fund is non-diversifi ed. To the extent the Underlying Index is concentrated in a particular industry, 
the Fund is expected to be concentrated in that industry. As of June 30, 2018, issuers in the real 
estate sector (32%) represented a signifi cant portion of the Underlying Index.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.

In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

The RMB Bond market is volatile with a risk of trading suspensions in particular securities and 
government interventions. Trading in RMB Bonds may be suspended without warning and for lengthy 
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periods. Information on such trading suspensions, including as to their expected length, may be 
unavailable. Securities affected by trading suspensions may be or become illiquid.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

Specifi c Risks of Investing in the PRC Debt Markets

The CIBM Program was announced in February 2016 and represents an exception to Chinese 
laws that generally restrict foreign investment in RMB Bonds. There is a signifi cant risk that Chinese 
regulators may alter all or part of the structure and terms of, as well as the Fund’s access to, the CIBM 
Program in the future or eliminate it altogether, which may limit or prevent the Fund from investing 
directly in RMB Bonds.

A RQFII or QFII license may also be used to invest directly in RMB Bonds. The RQFII rules 
were adopted relatively recently and are novel. Chinese regulators may revise or discontinue the 
RQFII program at any time. Should the amount of RMB Bonds that the Fund is eligible to invest in 
via a RQFII or QFII license be or become inadequate to meet the Fund’s investment needs, such as 
if Krane or the sub-adviser, CCB Securities Ltd.(“CCBS”), is unable to obtain RQFII or QFII status or a 
suffi cient amount of quota, the Fund could be adversely affected.

CIBM Program Risk. The CIBM Program was announced in February 2016 and represents 
an exception to Chinese laws that generally restrict foreign investment in RMB Bonds. There is a 
signifi cant risk that Chinese regulators may alter all or part of the structure and terms of, as well as 
the Fund’s access to, the CIBM Program in the future or eliminate it altogether, which may limit or 
prevent the Fund from investing directly in RMB Bonds. Further, in order to participate in the CIBM 
Program, an onshore settlement agent, will be appointed for the Fund through whom trades in the 
CIBM Program will be conducted. The quality of the Fund’s trades and settlement will be dependent 
upon the settlement agent, who may not perform to expectations and, thereby, harm the Fund. The 
agent could also terminate its relationship with Krane, CCBS and/or the Fund and thus eliminate the 
Fund’s access to the CIBM Program, which could adversely affect the Fund.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets and could adversely 
affect a Fund’s investments as well as the issuers in which the Fund invests. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the 
Fund may lose value if a security denominated in another currency depreciates against the U.S. 
dollar, even if the local currency value of the Fund’s holdings goes up. Currency exchange rates can 
be very volatile and can change quickly and unpredictably, which may adversely affect the Fund. The 
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Fund may also be subject to delays in converting or transferring U.S. dollars to foreign currencies for 
the purpose of purchasing portfolio investments. This may hinder the Fund’s performance, including 
because any delay could result in the Fund missing an investment opportunity and purchasing 
securities at a higher price than originally intended, or incurring cash drag.

Custody Risks. In accordance with Chinese regulations and the terms of a QFII or RQFII 
license, as applicable, and insofar as Krane and/or CCBS acquires a QFII or RQFII license, RMB 
Bonds will be held in the joint names of the Fund and Krane or CCBS. While Krane and/or CCBS may 
not use such an account for any purpose other than for maintaining the Fund’s assets, the Fund’s 
assets may not be as well protected as they would be if it were possible for them to be registered and 
held solely in the name of the Fund. There is a risk that creditors of Krane and/or CCBS may assert 
that the securities are owned by Krane and/or CCBS and that regulatory actions taken against Krane 
and/or CCBS may affect the Fund. The risk is particularly acute in the case of cash deposited with a 
PRC sub-custodian (“PRC Custodian”) because it may not be segregated, and it may be treated as a 
debt owing from the PRC Custodian to the Fund as a depositor. Thus, in the event of a PRC Custodian 
bankruptcy, liquidation, or similar event, the Fund may face diffi culties and/or encounter delays in 
recovering its cash.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

RQFII and QFII License Risk. A RQFII or QFII license and quota may be acquired to invest 
directly in RMB Bonds. The RQFII rules were adopted relatively recently and are novel. Chinese 
regulators may revise or discontinue the RQFII program at any time. The Fund’s investments may be 
limited to the quota obtained by Krane and/or CCBS in their capacity as a RQFII or QFII on behalf 
of the Fund. There is no guarantee that the China Securities Regulatory Commission (“CSRC”) will 
ultimately grant a RQFII or QFII license or quota, and the application process may take a signifi cant 
amount of time. In addition, a reduction or elimination of the quota may have a material adverse 
effect on the ability of the Fund to achieve its investment objectives. Should the amount of RMB 
Bonds that the Fund is eligible to invest in be or become inadequate to meet its investment needs, 
such as if Krane or CCBS is unable to obtain RQFII or QFII status, the Fund may need to rely 
exclusively on investments through the CIBM Program to purchase RMB Bonds.

Tax Risk. Although Chinese law provides for a 10% withholding tax (“WHT”) on capital 
gains realized by non-residents, signifi cant uncertainties surround the implementation of this law, 
particularly with respect to trading of debt-related RMB Bonds by RQFIIs and QFIIs. In addition, 
there is uncertainty as to the application and implementation of China’s value added tax to the 
Fund’s activities. It is also unclear how China’s value added tax may apply to RMB Bonds and how 
such application may be affected by tax treaty provisions. If such a tax is collected, the expense will 
be passed on and borne by the Fund. The imposition of such taxes, as well as future changes in 
applicable PRC tax law, may adversely affect the Fund. In light of this uncertainty, the Fund reserves 
the right to establish a reserve for such taxes, although it currently does not do so. If the Fund 
establishes such a reserve but is not ultimately subject to these taxes, shareholders who redeemed 
or sold their shares while the reserve was in place will effectively bear the tax and may not benefi t 
from the later release, if any, of the reserve. Conversely, if the Fund does not establish such a reserve 



30

Fund Summary

KraneShares CCBS China Corporate High Yield Bond USD Index ETF

but ultimately is subject to the tax, shareholders who redeemed or sold their shares prior to the tax 
being withheld, reserved or paid will have effectively avoided the tax. Investors should note that such 
provision, if any, may be excessive or inadequate to meet actual Chinese tax liabilities (which could 
include interest and penalties) on the Fund’s investments. As a result, investors may be advantaged 
or disadvantaged depending on the fi nal rules of the relevant PRC tax authorities.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries) or sector of the economy. While the 
Fund’s sector and industry exposure is expected to vary over time based on the composition of the 
Underlying Index, the Fund is currently subject to the principal risks described below. The Fund may 
have signifi cant exposure to other industries or sectors over time.

Real Estate Sector Risk. The Fund may invest in securities within the real estate sector. Real 
estate issuers may be volatile. Real estate securities are susceptible to the risks associated with 
direct ownership of real estate, including declines in the real estate market, decreases in property 
revenues, increases in interest rates, increases in property taxes and operating expenses, legal 
and regulatory changes, a lack of credit or capital, defaults by borrowers or tenants, environmental 
problems and natural disasters.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement fails 
to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater than, the 
full value of the derivative if the counterparty fails to perform its obligations. Counterparty risks are 
compounded by the fact that only a limited number of counterparties that engage in swaps based 
on certain reference assets. Investments in derivatives may expose the Fund to leverage, which may 
cause the Fund to be more volatile than if it had not been leveraged. Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund.

Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.
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Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only in large 
blocks called Creation Units and only to “Authorized Participants.” Unlike many other ETFs, however, 
the Fund expects to effect its creations and redemptions primarily or exclusively for cash, rather 
than in-kind securities. Thus, an investment in the Fund may be less tax-effi cient than an investment 
in other ETFs as the Fund may recognize a capital gain that it could avoid by making redemptions 
in-kind. As a result, the Fund may pay out higher annual capital gains distributions than ETFs that 
redeem in-kind. Further, paying redemption proceeds in cash rather than through in-kind delivery of 
portfolio securities may require the Fund to dispose of or sell portfolio investments to obtain the cash 
needed to distribute redemption proceeds at an inopportune time.

International Closed Market Trading Risk. Because substantially all of the Fund’s investments 
trade in markets that are closed when the Fund and Exchange are open, there are likely to be 
deviations between current pricing of an underlying security and stale pricing, resulting in the Fund 
trading at a discount or premium to NAV greater than those incurred by other ETFs.

New Fund Risk. The Fund is new and does not yet have a signifi cant number of shares 
outstanding. If the Fund does not grow in size, it will be at greater risk than larger funds of wider 
bid-ask spreads for its shares, trading at a greater premium or discount to NAV, liquidation and/or 
a stop to trading.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed 
on the Exchange, there can be no assurance that an active trading market for shares will develop or 
be maintained or that the Fund’s shares will continue to be listed.
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Fixed Income Securities Risk. Fixed income securities are subject to credit risk and interest rate risk. 
Credit risk refers to the possibility that the issuer of a security will not make timely interest payments 
or repay the principal of the debt issued (i.e., it defaults on its obligations). Interest rate risk refers to 
fl uctuations in the value of a debt resulting from changes in the level of interest rates. When interest 
rates go up, the prices of most debt instruments generally go down; and when interest rates go down, 
the prices of most debt instruments generally go up. Debt instruments with longer durations tend to 
be more sensitive to interest rate changes, typically making them more volatile. Interest rates have 
recently increased and are expected to continue increasing, potentially rapidly and/or dramatically, 
thereby heightening the risks associated with rising interest rates.

Pay-In-Kind and Step-Up Coupon Securities Risk. A pay-in-kind security pays no interest 
in cash to its holder during its life. Similarly, a step-up coupon security is a debt security that may 
not pay interest for a specifi ed period of time and then, after the initial period, may pay interest at 
a series of different rates. Accordingly, pay-in-kind and step-up coupon securities will be subject to 
greater fl uctuations in market value in response to changing interest rates than debt obligations of 
comparable maturities that make current, periodic distribution of interest in cash.

Perpetual Bonds Risk. Perpetual bonds offer a fi xed return with no maturity date. Because 
they never mature, perpetual bonds can be more volatile than other types of bonds that have a 
maturity date and may be more sensitive to changes in interest rates. If market interest rates rise 
signifi cantly, the interest rate paid by a perpetual bond may be much lower than the prevailing 
interest rate. Perpetual bonds are also subject to credit risk with respect to the issuer. In addition, 
because perpetual bonds may be callable after a set period of time, there is the risk that the issuer 
may recall the bond.

Subordinated Obligations Risk. Payments under some bonds may be structurally 
subordinated to other existing and future liabilities and obligations of the issuer. Claims of creditors 
of subordinated debt will have less priority as to the assets of the issuer and its creditors who seek to 
enforce the terms of the bond. Certain bonds may not contain any restrictions on the ability to incur 
additional unsecured indebtedness.

Variable and Floating Rate Securities Risk. During periods of increasing interest rates, 
changes in the coupon rates of variable or fl oating rate securities may lag behind the changes in 
market rates or may have limits on the maximum increases in coupon rates. Alternatively, during 
periods of declining interest rates, the coupon rates on such securities will typically readjust 
downward resulting in a lower yield. Floating rate notes are generally subject to legal or contractual 
restrictions on resale, may trade infrequently, and their value may be impaired when the Fund needs 
to liquidate such securities.

Foreign Securities Risk. Investments in securities of non-U.S. issuers may be less liquid than 
investments in U.S. issuers as foreign trading markets are not typically as active as U.S. markets 
and may have less governmental regulation and oversight. For example, non-U.S. issuers may be 
subject to different accounting, auditing, fi nancial reporting and investor protection standards than 
U.S. issuers. As a result, there may be less information publicly available about non-U.S. issuers. 
Investments in non-U.S. securities also involve risk of loss due to foreign currency fl uctuations and 
political or economic instability. Foreign markets also may have clearance and settlement procedures 
that make it diffi cult for the Fund to buy and sell securities. These factors could result in a loss to 
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the Fund by causing the Fund to be unable to dispose of an investment or to miss an attractive 
investment opportunity, or by causing the Fund’s assets to be uninvested for some period of time.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

Sovereign and Quasi-Sovereign Debt Risk. Investments in sovereign and quasi-sovereign bonds 
may involve special risks not present in corporate bonds. The governmental authority that controls 
the repayment of the debt may be unwilling or unable to repay the principal and/or interest when 
due in accordance with the terms of such securities, such as due to the extent of its foreign reserves; 
the availability of suffi cient foreign exchange on the date a payment is due; the relative size of the 
debt service burden to the economy as a whole; or the government debtor’s policy towards the 
International Monetary Fund and the political constraints to which a government debtor may be 
subject. If an issuer of government or quasi-government debt defaults on payments of principal and/
or interest, the Fund may have limited legal recourse against the issuer and/or guarantor. During 
periods of economic uncertainty, the market prices of sovereign and quasi-sovereign bonds, and the 
Fund’s NAV, may be more volatile than prices of corporate bonds, which may result in losses. In the 
past, certain governments of emerging market countries have declared themselves unable to meet 
their fi nancial obligations on a timely basis, which has resulted in losses for holders of such sovereign 
and quasi-sovereign bonds.

High Yield and Unrated Securities Risk. Securities that are unrated or rated below investment 
grade (or “junk bonds”) are subject to greater risk of loss of income and principal than highly rated 
securities because their issuers may be more likely to default. Junk bonds are inherently speculative. 
The prices of unrated and high yield securities are likely to be more volatile than those of highly 
rated securities, and the secondary market for them is generally less liquid than that for highly rated 
securities.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane, CCBS, and/or their affi liates. The 
Fund will indirectly be exposed to the risks of investments by such funds. Moreover, the Fund will 
incur its pro rata share of the underlying fund’s expenses. Krane and CCBS are subject to confl icts of 
interest in allocating Fund assets to investment companies that are advised, sponsored or otherwise 
serviced by Krane, CCBS and/or their affi liates. To the extent that the Fund invests in investment 
companies or other pooled investment vehicles that are not registered pursuant to the 1940 Act, 
including foreign investment companies, it will not enjoy the protections of the 1940 Act.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.

Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold less 
than the total number of securities in the Underlying Index, the Fund is subject to management risk. 
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This is the risk that CCBS’s security selection process, which is subject to a number of constraints, 
may not produce the intended results.

Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion of 
its assets in fewer issuers than a diversifi ed fund, changes in the market value of a single portfolio 
holding could cause greater fl uctuations in the Fund’s share price than would occur in a diversifi ed 
fund. This may increase the Fund’s volatility and cause the performance of a single portfolio holding 
or a relatively small number of portfolio holdings to have a greater impact on the Fund’s performance.

Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Privately-Issued Securities Risk. The Fund may invest in privately-issued securities, including those 
that are normally purchased pursuant to Rule 144A or Regulation S promulgated under the Securities 
Act of 1933, as amended (the “Securities Act”). Privately-issued securities are securities that have 
not been registered under the Securities Act and as a result are subject to legal restrictions on resale. 
Privately-issued securities are not traded on established markets and may be less liquid, diffi cult to 
value and subject to wide fl uctuations in value. Delay or diffi culty in selling such securities may result 
in a loss to the Fund. In addition, transaction costs may be higher for privately-issued securities than 
for more liquid securities. The Fund may have to bear the expense of registering privately-issued 
securities for resale and the risk of substantial delays in effecting the registration.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed 
in the same manner as an ordinary corporation, and distributions to its shareholders would not be 
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deductible by the Fund in computing its taxable income, which would adversely affect the Fund’s 
performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

U.S. Dollar-Denominated Chinese Debt Securities Risk. Chinese debt securities denominated in 
U.S. dollars may behave very differently from RMB Bonds and other Chinese bonds, and there may 
be little to no correlation between the performance of the two. For example, changes to currency 
exchange rates may impact issuers of Chinese debt securities denominated in U.S. dollars differently 
than issuers of RMB Bonds and other Chinese bonds. In addition, if the U.S. dollar increases in value 
against the local currency of a debt issuer, the issuer may be subject to a greater risk of default on 
their obligations (i.e., are unable to make scheduled interest or principal payments to investors).

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.

Performance Information

Once the Fund has completed a full calendar year of operations, a bar chart and table will be 
included in this Prospectus that will provide some indication of the risks of investing in the Fund 
by showing the variability of the Fund’s return based on net assets and comparing the variability 
of the Fund’s return to a broad measure of market performance. Once available, the Fund’s current 
performance information will be available at www.kraneshares.com. Past performance does not 
necessarily indicate how the Fund will perform in the future.
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Management

Investment Adviser and Sub-Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund.

CCB Securities Ltd. serves as the sub-adviser to the Fund.

Portfolio Manager

Yan, Ka Lok “Nelson” has served as portfolio manager for the Fund since its inception in 2018.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income or capital gains (or a combination), 
unless your investment is in an IRA or other tax-advantaged retirement account, which may be taxable 
upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares CSI China Internet ETF (the “Fund”) seeks to provide investment results that, 
before fees and expenses, correspond generally to the price and yield performance of a specifi c 
foreign equity securities index. The Fund’s current index is the CSI Overseas China Internet Index (the 
“Underlying Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment)   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  None

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.68%

Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00%

Other Expenses**  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.02% 

Total Annual Fund Operating Expenses .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.70%

*  Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.
**  The compensation paid to the Fund’s investment adviser, Krane Funds Advisors, LLC (“Krane”), in connection 

with the Fund’s securities lending activities is included in “Other Expenses.” Please see the “Management” 
section of the Prospectus for more information.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same. This Example does not refl ect any brokerage 
commissions that you may pay on purchases and sales of your shares. Although your actual costs 
may be higher or lower, based on these assumptions, whether you do or do not sell your shares, your 
costs would be:

1 Year 3 Years 5 Years 10 Years

$72 $224 $390 $871

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
During the most recent fi scal year, the Fund’s portfolio turnover rate was 29% of the average value 
of its portfolio. This rate excludes the value of portfolio securities received or delivered as a result of 
in-kind creations or redemptions of the Fund’s shares.
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Principal Investment Strategies

Under normal circumstances, the Fund invests at least 80% of its total assets in equity securities 
of the Underlying Index, or in depositary receipts representing securities of the Underlying Index. 
The Underlying Index is designed to measure the performance of the investable universe of publicly 
traded China-based companies whose primary business or businesses are in the Internet and 
Internet-related sectors (“China Internet Companies”), and are listed outside of Mainland China, 
as determined by the index provider, China Securities Index Co., Ltd. (“Index Provider”). The Index 
Provider treats China-based companies as including companies that: (i) are incorporated in mainland 
China; (ii) have their headquarters in mainland China; or (iii) derive at least 50% of its revenue from 
goods produced or sold, or services performed, in mainland China. The Index Provider then removes 
securities that during the past year had a daily average trading value of less than $500,000 or a 
daily average market cap of less than $500 million. China Internet Companies include, but are not 
limited to, companies that develop and market Internet software and/or provide Internet services; 
manufacture home entertainment software and educational software for home use; provide retail or 
commercial services primarily through the Internet; and develop and market mobile Internet software 
and/or provide mobile Internet services. Constituents of the Underlying Index are ranked by market 
capitalization in U.S. Dollars and then weighted so that no constituent weighting exceeds 10% at 
each rebalance. Under normal circumstances, the Fund invests at least 80% of its net assets, plus 
the amount of any borrowings for investment purposes, in securities of China Internet Companies.

The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying 
Index, but that Krane Funds Advisors, LLC (“Krane”) believes will help the Fund track the Underlying 
Index. These investments may include equity securities and depositary receipts of issuers whose 
securities are not components of the Underlying Index, derivative instruments (including swaps, 
futures, forwards, structured notes and options), other investment companies (including ETFs) and 
cash or cash equivalents (including money market funds). The other investment companies in which 
the Fund may invest may be advised, sponsored or otherwise serviced by Krane and/or its affi liates.

The following China-related securities may be included in the Underlying Index and/or represent 
investments of the Fund:

 • China A-Shares, which are shares of companies incorporated in mainland China and traded 
on the Chinese exchanges. China A-Shares are primarily purchased and sold in the domestic 
Chinese market. To the extent the Fund invests in China A-Shares, it expects to do so through the 
Shanghai-Hong Kong Stock Connect Program or Shenzhen-Hong Kong Stock Connect Program 
(“Stock Connect Programs”). A Renminbi Qualifi ed Foreign Institutional Investor (“RQFII”) or 
Qualifi ed Foreign Institutional Investor (“QFII”) license may also be acquired to invest directly in 
China A-Shares.

 • China B Shares, which are shares of companies listed on the Shanghai or Shenzhen Stock 
Exchange but quoted and traded in foreign currencies (such as Hong Kong Dollars or U.S. Dollars), 
which were primarily created for trading by foreign investors.

 • China H Shares, which are shares of companies incorporated in mainland China and listed on 
the Hong Kong Stock Exchange (“H-Shares”), where they are traded in Hong Kong dollars and 
may be traded by foreign investors.
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 • China N Shares, which are shares of companies with business operations in mainland China and 
listed on an American stock exchange, such as NYSE or NASDAQ (“N-Shares”).

 • P-Chips, which are shares of private sector companies with a majority of their business operations 
in mainland China and controlling private Chinese shareholders, which are incorporated outside 
of mainland China and traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • Red Chips, which are shares of companies with a majority of their business operations in 
mainland China and controlled by the central, provincial or municipal governments of the PRC, 
whose shares are traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • S-Chips, which are shares of companies with business operations in mainland China and listed 
on the Singapore Exchange. S-Chip shares are issued by companies incorporated anywhere, but 
many are registered in Singapore, the British Virgin Islands, the Cayman Islands, or Bermuda.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, 
the Fund expects to use representative sampling to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to the Underlying Index.

As of June 30, 2018, the Underlying Index was comprised of approximately 43 securities of 
companies with a market capitalization range of $85.12 million to $476.96 billion and an average 
market capitalization of $29.14 billion. The Underlying Index is rebalanced semi-annually.

The Fund may engage in securities lending.

The Fund is non-diversifi ed. To the extent the Underlying Index is concentrated in a particular 
industry, the Fund is expected to be concentrated in that industry. As of June 30, 2018, issuers in 
the information technology sector (77.9%) and consumer discretionary sector (22.1%) represented 
signifi cant portions of the Underlying Index.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.
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In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

A-Shares Risk. A-Shares are issued by companies incorporated in mainland China and are 
traded on Chinese exchanges. Investments in A-Shares are made available to domestic Chinese 
investors and certain foreign investors, including those who have been approved as a QFII or a RQFII 
and through the Stock Connect Programs. Investments by foreign investors in A-Shares are subject 
to various restrictions, regulations and limits. To the extent it invests in A-Shares, the Fund currently 
intends to gain exposure to A-Shares through the Stock Connect Programs. The Fund may also gain 
exposure to A-Shares by investing in investments that provide exposure to A-Shares, such as other 
investment companies, or Krane may acquire a QFII or RQFII license to invest in A-Shares for the 
Fund. Investments in A-Shares are heavily regulated and the recoupment and repatriation of assets 
invested in A-Shares is subject to restrictions by the Chinese government. A-Shares may be subject 
to frequent and widespread trading halts and may become illiquid. This could cause volatility in the 
Fund’s share price and subject the Fund to a greater risk of trading halts.

Custody Risks. In accordance with Chinese regulations and the terms of a QFII or RQFII 
license, as applicable, and insofar as Krane acquires a QFII or RQFII license, A-Shares will be held in 
the joint names of the Fund and Krane. While Krane may not use such an account for any purpose 
other than for maintaining the Fund’s assets, the Fund’s assets may not be as well protected as they 
would be if it were possible for them to be registered and held solely in the name of the Fund. There 
is a risk that creditors of Krane may assert that the securities are owned by Krane and that regulatory 
actions taken against Krane may affect the Fund. The risk is particularly acute in the case of cash 
deposited with a PRC sub-custodian (“PRC Custodian”) because it may not be segregated, and it 
may be treated as a debt owing from the PRC Custodian to the Fund as a depositor. Thus, in the event 
of a PRC Custodian bankruptcy, liquidation, or similar event, the Fund may face diffi culties and/or 
encounter delays in recovering its cash.

Tax Risk. Per a circular (Caishui [2014] 79), the Fund is expected to be temporarily exempt 
from the Chinese withholding tax (“WHT”) on capital gains on trading in A-Shares as of November 17, 
2014. There is no indication as to how long the temporary exemption will remain in effect. Accordingly, 
the Fund may be subject to such taxes in the future. If the Fund expects such WHT on trading in 
A-Shares to be imposed, it reserves the right to establish a reserve for such tax, although it currently 
does not do so. If the Fund establishes such a reserve but is not ultimately subject to the tax, 
shareholders who redeemed or sold their shares while the reserve was in place will effectively bear 
the tax and may not benefi t from the later release, if any, of the reserve. Conversely, if the Fund does 
not establish such a reserve but ultimately is subject to the tax, shareholders who redeemed or sold 
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their shares prior to the tax being withheld, reserved or paid will have effectively avoided the tax, 
even if they benefi ted from the trading that precipitated the Fund’s payment of it. Investors should 
note that such provision may be excessive or inadequate to meet actual WHT liabilities (which could 
include interest and penalties) on the Fund’s investments. As a result, investors may be advantaged 
or disadvantaged depending on the fi nal rules of the relevant PRC tax authorities.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

Stock Connect Program Risk. The Stock Connect Programs are subject to daily and aggregate 
quota limitations, and an investor cannot purchase and sell the same security on the same trading 
day, which may restrict the Fund’s ability to invest in A-Shares through the Programs and to enter into 
or exit trades on a timely basis. The Shanghai and Shenzhen markets may be open at a time when 
the Stock Connect Programs are not active, with the result that prices of A-Shares may fl uctuate at 
times when the Fund is unable to add to or exit its positions. Because the Stock Connect Programs 
are new, the actual effect on the market for trading A-Shares with the introduction of large numbers 
of foreign investors is still relatively unknown. Further, regulations or restrictions, such as limitations 
on redemptions or suspension of trading, may adversely impact the program. There is no guarantee 
that the Shanghai, Shenzhen and Hong Kong Stock Exchanges will continue to support the Stock 
Connect Programs in the future.

B-Shares Risk. The China B-Share market is generally smaller, less liquid and has a smaller 
issuer base than the China A-Share market. The issuers that compose the B-Share market include 
a broad range of companies, including companies with large, medium and small capitalizations. 
Further, the B-Shares market may behave very differently from other portions of the Chinese equity 
markets, and there may be little to no correlation between the performance of the two.

H-Shares Risk. H-Shares are foreign securities which, in addition to the risks described 
herein, are subject to the risk that the Hong Kong stock market may behave very differently from the 
mainland Chinese stock market. There may be little to no correlation between the performance of the 
Hong Kong stock market and the mainland Chinese stock market.

N-Shares Risk. N-Shares are securities of companies with business operations in mainland 
China and listed on an American stock exchange, such as the NYSE or NASDAQ. Because companies 
issuing N-Shares have business operations in China, they are subject to certain political and 
economic risks in China. The American stock market may behave very differently from the mainland 
Chinese stock market, and there may be little to no correlation between the performance of the two.



42

Fund Summary

KraneShares CSI China Internet ETF

P-Chip Companies Risk. P-Chip companies are often run by the private sector and have a 
majority of their business operations in mainland China. P-Chip shares are traded in Hong Kong 
dollars on the Hong Kong Stock Exchange, and may also be traded by foreigners. Because they 
are traded on the Hong Kong Stock Exchange, P-Chips are also subject to risks similar to those 
associated with investments in H Shares. They are also subject to risks affecting their jurisdiction of 
incorporation, including any legal or tax changes.

Red Chip Companies Risk. Red Chip companies are controlled, either directly or indirectly, 
by the central, provincial or municipal governments of the PRC. Red Chip shares are traded in Hong 
Kong dollars on the Hong Kong Stock Exchange and may also be traded by foreigners. Because 
Red Chip companies are controlled by various PRC governmental authorities, investing in Red Chips 
involves risks that political changes, social instability, regulatory uncertainty, adverse diplomatic 
developments, asset expropriation or nationalization, or confi scatory taxation could adversely affect 
the performance of Red Chip companies. Red Chip companies may be less effi ciently run and less 
profi table than other companies.

S-Chip Companies Risk. The Fund may invest in shares of companies with business 
operations in mainland China and listed on the Singapore Exchange (“S Chips”). S-Chip shares 
are issued by companies incorporated anywhere, but many are registered in Singapore, the British 
Virgin Islands, the Cayman Islands, or Bermuda. They are subject to risks affecting their jurisdiction 
of incorporation, including any legal or tax changes. S Chip companies may or may not be owned at 
least in part by a Chinese central, provincial or municipal government and be subject to the types of 
risks that come with such ownership described herein.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries) or sector of the economy. While the 
Fund’s sector and industry exposure is expected to vary over time based on the composition of the 
Underlying Index, the Fund is currently subject to the principal risks described below. The Fund may 
have signifi cant exposure to other industries or sectors over time.

Consumer Discretionary Sector Risk. The success of consumer product manufacturers and 
retailers is tied closely to the performance of the overall domestic and international economy, interest 
rates, competitive and consumer confi dence. Success depends heavily on disposable household 
income and consumer spending. Changes in demographics and consumer tastes can also affect the 
demand for, and success of, consumer products in the marketplace.

Information Technology Sector Risk. The value of stocks of technology companies and 
companies that rely heavily on technology is particularly vulnerable to rapid changes in technology 
product cycles, rapid product obsolescence, government regulation and competition, both 
domestically and internationally, including competition from competitors with lower production costs. 
Technology companies and companies that rely heavily on technology, especially those of smaller, 
less-seasoned companies, tend to be more volatile than the overall market.
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Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the Fund may 
lose value if the local currency of a foreign market depreciates against the U.S. dollar, even if the 
local currency value of the Fund’s holdings goes up. Currency exchange rates can be very volatile 
and can change quickly and unpredictably, which may adversely affect the Fund. The Fund may also 
be subject to delays in converting or transferring U.S. dollars to foreign currencies for the purpose 
of purchasing portfolio investments. This may hinder the Fund’s performance, including because any 
delay could result in the Fund missing an investment opportunity and purchasing securities at a 
higher price than originally intended, or incurring cash drag.

Depositary Receipts Risk. The Fund may hold the securities of foreign companies in the form 
of depositary receipts, including American Depositary Receipts and Global Depositary Receipts. 
Investing in depositary receipts entails the risks associated with foreign investments. The underlying 
securities of the depositary receipts in the Fund’s portfolio are subject to fl uctuations in foreign 
currency exchange rates that may affect the value of the Fund’s portfolio. In addition, the value of 
the securities underlying the depositary receipts may change materially when the U.S. markets are 
not open for trading, which will affect the value of the depositary receipts. Like direct investments 
in foreign securities, investments in depositary receipts involve political and economic risks distinct 
from those associated with investing in the securities of U.S. issuers.

Derivatives Risk. The use of derivatives (including swaps, forwards, futures, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative can 
result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly correlate 
with the reference asset, resulting in unexpected returns that could materially adversely affect the 
Fund. Certain derivatives are bi-lateral agreements that expose the Fund to counterparty risk, which 
is the risk of loss in the event that the counterparty to an agreement fails to perform under it. In that 
case, the Fund may suffer losses potentially equal to, or greater than, the full value of the derivative if 
the counterparty fails to perform its obligations. Counterparty risks are compounded by the fact that 
there are only a limited number of ways available to invest in certain reference assets. Investments in 
derivatives may expose the Fund to leverage, which may cause the Fund to be more volatile than if it 
had not been leveraged. Many derivatives are subject to segregation requirements, pursuant to which 
the Fund must segregate the market or notional value of the derivatives and which could impede the 
portfolio management of the Fund.

Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.

Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.
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ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

International Closed Market Trading Risk. Because the Fund’s underlying securities trade on 
markets that may be closed when the Exchange is open, there are likely to be deviations between 
current pricing of an underlying security and stale pricing resulting in the Fund trading at a discount 
or premium to net asset value that may be greater than those incurred by other exchange-traded 
funds.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
steep market declines. In such market conditions, market or stop-loss orders to sell the ETF shares 
may be executed at market prices that are signifi cantly below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed 
on the Exchange, there can be no assurance that an active trading market for shares will develop or 
be maintained or that the Fund’s shares will continue to be listed.

Foreign Securities Risk. Investments in securities of non-U.S. issuers may be less liquid than 
investments in U.S. issuers as foreign trading markets are not typically as active as U.S. markets 
and may have less governmental regulation and oversight. For example, non-U.S. issuers may be 
subject to different accounting, auditing, fi nancial reporting and investor protection standards than 
U.S. issuers. As a result, there may be less information publicly available about non-U.S. issuers. 
Investments in non-U.S. securities also involve risk of loss due to foreign currency fl uctuations and 
political or economic instability. Foreign markets also may have clearance and settlement procedures 
that make it diffi cult for the Fund to buy and sell securities. These factors could result in a loss to 
the Fund by causing the Fund to be unable to dispose of an investment or to miss an attractive 
investment opportunity, or by causing the Fund’s assets to be uninvested for some period of time.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those that are advised, sponsored or otherwise serviced by Krane and/or its affi liates. The 
Fund will indirectly be exposed to the risks of investments by such funds. Moreover, the Fund will 
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incur its pro rata share of the underlying fund’s expenses. Krane is subject to confl icts of interest in 
allocating Fund assets to investment companies that are advised, sponsored or otherwise serviced 
by Krane and/or its affi liates. To the extent that the Fund invests in investment companies or other 
pooled investment vehicles that are not registered pursuant to the 1940 Act, including foreign 
investment companies, it will not enjoy the protections of the 1940 Act.

Large Capitalization Company Risk. Investments in large capitalization companies may go in and out 
of favor based on market and economic conditions and may underperform other market segments. 
Some large capitalization companies may be unable to respond quickly to new competitive challenges 
and attain the high growth rate of successful smaller companies, especially during extended periods 
of economic expansion. As such, returns on investments in stocks of large capitalization companies 
could trail the returns on investments in stocks of small and mid capitalization companies.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.

Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold 
less than the total number of securities in the Underlying Index, the Fund is subject to management 
risk. This is the risk that the Adviser’s security selection process, which is subject to a number of 
constraints, may not produce the intended results.

Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion of 
its assets in fewer issuers than a diversifi ed fund, changes in the market value of a single portfolio 
holding could cause greater fl uctuations in the Fund’s share price than would occur in a diversifi ed 
fund. This may increase the Fund’s volatility and cause the performance of a single portfolio holding 
or a relatively small number of portfolio holdings to have a greater impact on the Fund’s performance.

Passive Investment Risk.  The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.
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Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.

Small and Mid-Capitalization Company Risk. Investing in the securities of small and medium 
capitalization companies involves greater risk and the possibility of greater price volatility than investing 
in larger capitalization companies and more established companies. Since small and medium-sized 
companies may have limited operating histories, product lines and fi nancial resources, the securities 
of these companies may lack suffi cient market liquidity and can be sensitive to expected changes in 
interest rates, borrowing costs and earnings.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed 
in the same manner as an ordinary corporation, and distributions to its shareholders would not be 
deductible by the Fund in computing its taxable income, which would adversely affect the Fund’s 
performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.
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Performance Information

The following bar chart and table illustrate the variability of the Fund’s returns and indicate the risks 
of investing in the Fund by showing how the Fund’s average annual total returns compare with those 
of a broad measure of market performance. All returns include the reinvestment of dividends and 
distributions. As always, please note that the Fund’s past performance (before and after taxes) is not 
necessarily an indication of how it will perform in the future. In addition, prior to December 1, 2015, 
a sub-adviser was responsible for day-to-day portfolio management of the Fund’s assets. Updated 
performance information is available at no cost by visiting www.kraneshares.com.

Total Annual Returns For Calendar Year Ended December 31
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As of June 30, 2018, the Fund’s calendar year-to-date total return was 1.37%.

Best and Worst Quarter Returns (for the period refl ected in the bar chart above)

Return

Quarter 

Ended/Year

Highest Return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28.76% 12/31/2015
Lowest Return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -26.70% 9/30/2015

Average Annual Total Returns for the period ended December 31, 2017

KraneShares CSI China Internet ETF 1 year

Since Inception 

(7-31-2013)

Return Before Taxes  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  69.40% 22.09%
Return After Taxes on Distributions  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  69.00% 21.75%
Return After Taxes on Distributions and Sale of Fund Shares   .  .  39.30% 17.80%

S&P 500 Index (Reflects no deduction for fees, 
expenses or taxes)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  21.83% 13.35%

CSI Overseas China Internet Index . . . . . . . . . . . . . . . . . . . . . . . 68.39% 21.89%
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Average annual total returns are shown on a before- and after-tax basis for the Fund. After-tax 
returns are calculated using the historical highest individual federal marginal income tax rates and 
do not refl ect the impact of state and local taxes. Actual after-tax returns depend on an investor’s tax 
situation and may differ from those shown. After-tax returns shown are not relevant to investors who 
hold shares through tax-deferred arrangements, such as 401(k) plans or individual retirement plans.

Management

Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund.

Portfolio Managers

Mark Schlarbaum, Managing Partner of the Adviser, has served as the lead portfolio manager 
of the Fund since 2015. Jonathan Shelon, Managing Partner and Chief Operating Offi cer of the 
Adviser, also serves as a portfolio manager of the Fund. Mr. Shelon supports Mr. Schlarbaum and 
Krane’s investment team for the Fund and has been a portfolio manager of the Fund since 2018. 
Mr. Schlarbaum will continue to serve as the Fund’s lead portfolio manager.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income, qualifi ed dividend income or capital 
gains (or a combination), unless your investment is in an IRA or other tax-advantaged retirement 
account, which may be taxable upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares E Fund China Commercial Paper ETF (the “Fund”) seeks to provide investment 
results that, before fees and expenses, correspond to the price and yield performance of a specifi c 
foreign fi xed income securities index. The Fund’s current index is the CSI Diversifi ed High Grade 
Commercial Paper Index (the “Underlying Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment)   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  None

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.68%

Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00%

Acquired Fund Fees and Expenses  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.03%

Other Expenses**  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.03%

Total Annual Fund Operating Expenses .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.74%

Fee Waiver***.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.12%

Total Annual Fund Operating Expenses After Fee Waiver   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.62%

* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.
** Other expenses have been restated to refl ect current expenses.
*** Krane has contractually agreed to reduce its management fee by 0.12% of the Fund’s average daily net 

assets. This contractual fee waiver will continue until October 4, 2019, and may only be terminated prior 
thereto by the Board.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same, except that it refl ects the Fee Waiver for the 
period described above. This Example does not refl ect any brokerage commissions that you may pay 
on purchases and sales of your shares. Although your actual costs may be higher or lower, based on 
these assumptions, whether you do or do not sell your shares, your costs would be:

1 Year 3 Years 5 Years 10 Years

$63 $222 $398 $905

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
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refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
During the most recent fi scal year, the Fund’s portfolio turnover rate was 0% of the average value of 
its portfolio. This rate excludes the value of portfolio securities received or delivered as a result of 
in-kind creations or redemptions of the Fund’s shares.

Principal Investment Strategies

Under normal circumstances, the Fund will invest at least 80% of its total assets in securities of 
the Underlying Index. The Underlying Index seeks to track the performance of investment grade 
on-shore renminbi (“RMB”)-denominated (or “CNY”) commercial paper that is issued by sovereign, 
quasi-sovereign and corporate issuers in the People’s Republic of China’s (“China” or the “PRC”) 
and traded in the Chinese Inter-Bank Bond Market (“CIBM”). For purposes of the Underlying Index, 
investment grade commercial paper is commercial paper that is issued by an issuer whose long-term 
bonds are rated AAA or equivalent by a Chinese credit rating agency; or commercial paper that 
is rated at least A-1 or equivalent by a Chinese credit rating agency and is issued by an issuer 
whose long-term bonds are rated at least AA+ or equivalent by a Chinese credit rating agency. All 
constituents in the Underlying Index are unsecured bonds. To qualify for inclusion in the Underlying 
Index, commercial paper issue must have at least RMB 600 million outstanding and a remaining 
term to fi nal maturity of no more than one year (365 days) and no less than one month (31 days). 
Index constituents are weighted based on current amounts outstanding.

E Fund Management (Hong Kong) Co., Limited (“E Fund”), the Fund’s sub-adviser, has received 
a Renminbi Qualifi ed Foreign Institutional Investor (“RQFII”) license from the China Securities 
Regulatory Commission (“CSRC”) and has received an initial quota to invest in PRC securities, 
such as onshore RMB-denominated commercial paper, by China’s State Administration of Foreign 
Exchange (“SAFE”) that enables E Fund to buy PRC securities for the Fund. E Fund may also obtain a 
license on behalf of the Fund as a Qualifi ed Foreign Institutional Investor (“QFII”). The Fund may also 
invest in PRC securities through a People’s Bank of China program that permits foreign investors to 
invest in PRC debt securities (“RMB Bonds”) traded on the onshore CIBM (“CIBM Program”) without 
a RQFII or QFII license. The securities in which the Fund expects to invest will primarily be purchased 
and sold in over-the-counter (“OTC”) markets.

The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying 
Index, but that Krane and/or E Fund believes will help the Fund track the Underlying Index, including 
RMB-denominated securities principally traded in the off-shore RMB (or “CNH”) market, which is an 
OTC market located in countries outside of the PRC, such as Hong Kong and Singapore. The Fund 
may also invest in RMB Bonds traded on the Shanghai and Shenzhen Stock Exchanges. The Fund 
may also invest in debt securities issued in any currency denomination in other political jurisdictions, 
including Hong Kong and Singapore, unrated and high yield securities (or “junk bonds”), derivatives 
(including futures, swaps, forwards, structured notes and options), equity securities and cash 
and cash equivalents. The Fund may invest in shares of investment companies, such as ETFs, unit 
investment trusts, closed-end investment companies and foreign investment companies, including 
to gain exposure to component securities of the Fund’s Underlying Index or when such investments 
present a more cost effi cient alternative to investing directly in the securities. Foreign investment 
companies in which the Fund may invest include RMB-denominated short-term bond funds domiciled 
in the PRC (“PRC Investment Companies”). The Fund may also hold cash in a deposit account in 
China or invest in U.S. money market funds or other U.S. cash equivalents, provided that no more 
than 5% of the Fund’s net assets will be invested in any one foreign investment company or held in 
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cash in a deposit account in China. The other investment companies in which the Fund may invest 
may be, and several currently are, advised, sponsored or otherwise serviced by Krane, E Fund and/
or their affi liates.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, 
the Fund expects to use representative sampling to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to the Underlying Index.

As of June 30, 2018, the Underlying Index refl ected the commercial paper of approximately 251 
issuers. The Underlying Index is reconstituted and rebalanced monthly.

The Fund may engage in securities lending.

The Fund is non-diversifi ed. To the extent the Underlying Index is concentrated in a particular industry, 
the Fund is expected to be concentrated in that industry. As of June 30, 2018, issuers in the utilities 
sector (27.1%) and energy sector (17.5%) represented signifi cant portions of the Underlying Index.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.

In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

The RMB Bond market is volatile with a risk of trading suspensions in particular securities and 
government interventions. Trading in RMB Bonds may be suspended without warning and for lengthy 
periods. Information on such trading suspensions, including as to their expected length, may be 
unavailable. Securities affected by trading suspensions may be or become illiquid.
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In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

Specifi c Risks of Investing in the PRC Debt Markets

The CIBM Program was announced in February 2016 and represents an exception to Chinese 
laws that generally restrict foreign investment in RMB Bonds. There is a signifi cant risk that Chinese 
regulators may alter all or part of the structure and terms of, as well as the Fund’s access to, the CIBM 
Program in the future or eliminate it altogether, which may limit or prevent the Fund from investing 
directly in RMB Bonds.

A RQFII or QFII license may also be used to invest directly in RMB Bonds. The RQFII rules were 
adopted relatively recently and are novel. Chinese regulators may revise or discontinue the RQFII 
program at any time. Should the amount of RMB Bonds that the Fund is eligible to invest in via a 
RQFII or QFII license be or become inadequate to meet the Fund’s investment needs, the Fund could 
be adversely affected.

Chinese Credit Rating Risks. The components of the Underlying Index, and therefore 
the securities held by the Fund, will generally be rated by Chinese ratings agencies (and not by 
U.S. nationally recognized statistical ratings organizations (“NRSROs”)). The rating criteria and 
methodology used by Chinese rating agencies may be different from those adopted by NRSROs and 
international credit rating agencies. Therefore, such rating systems may not provide an equivalent 
standard for comparison with securities rated by NRSROs and international credit rating agencies.

CIBM Program Risk. The CIBM Program was announced in February 2016 and represents 
an exception to Chinese laws that generally restrict foreign investment in RMB Bonds. There is a 
signifi cant risk that Chinese regulators may alter all or part of the structure and terms of, as well as 
the Fund’s access to, the CIBM Program in the future or eliminate it altogether, which may limit or 
prevent the Fund from investing directly in RMB Bonds. Further, in order to participate in the CIBM 
Program, an onshore settlement agent, will be appointed for the Fund through whom trades in the 
CIBM Program will be conducted. The quality of the Fund’s trades and settlement will be dependent 
upon the settlement agent, who may not perform to expectations and, thereby, harm the Fund. The 
agent could also terminate its relationship with Krane, E Fund and/or the Fund and thus eliminate 
the Fund’s access to the CIBM Program, which could adversely affect the Fund.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets and could adversely 
affect a Fund’s investments as well as the issuers in which the Fund invests. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.
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Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the 
Fund may lose value if a security denominated in another currency depreciates against the U.S. 
dollar, even if the local currency value of the Fund’s holdings goes up. Currency exchange rates can 
be very volatile and can change quickly and unpredictably, which may adversely affect the Fund. The 
Fund may also be subject to delays in converting or transferring U.S. dollars to foreign currencies for 
the purpose of purchasing portfolio investments. This may hinder the Fund’s performance, including 
because any delay could result in the Fund missing an investment opportunity and purchasing 
securities at a higher price than originally intended, or incurring cash drag.

Custody Risks. In accordance with Chinese regulations and the terms of an RQFII license, 
RMB Bonds are held in the joint names of the Fund and E Fund. While E Fund may not use such an 
account for any purpose other than for maintaining the Fund’s assets, the Fund’s assets may not be 
as well protected as they would be if it were possible for them to be registered and held solely in the 
name of the Fund. There is a risk that creditors of E Fund may assert that the securities are owned by 
E Fund and that regulatory actions taken against E Fund may affect the Fund. The risk is particularly 
acute in the case of cash deposited with a PRC sub-custodian (“PRC Custodian”) because it may 
not be segregated, and it may be treated as a debt owing from the PRC Custodian to the Fund as a 
depositor. Thus, in the event of a PRC Custodian bankruptcy, liquidation, or similar event, the Fund 
may face diffi culties and/or encounter delays in recovering its cash.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

RQFII and QFII License Risk. A RQFII or QFII license and quota may be acquired to invest 
directly in RMB Bonds. The RQFII rules were adopted relatively recently and are novel. Chinese 
regulators may revise or discontinue the RQFII program at any time. The Fund’s investments may be 
limited to the quota obtained by Krane and/or E Fund in their capacity as a RQFII or QFII on behalf 
of the Fund. There is no guarantee that the China Securities Regulatory Commission (“CSRC”) will 
ultimately grant a RQFII or QFII license or quota, and the application process may take a signifi cant 
amount of time. In addition, a reduction or elimination of the quota may have a material adverse 
effect on the ability of the Fund to achieve its investment objectives. Should the amount of RMB 
Bonds that the Fund is eligible to invest in be or become inadequate to meet its investment needs, 
such as if Krane or E Fund is unable to obtain RQFII or QFII status, the Fund may need to rely 
exclusively on investments through the CIBM Program to purchase RMB Bonds.

Tax Risk. Although Chinese law provides for a 10% withholding tax (“WHT”) on capital 
gains realized by non-residents, signifi cant uncertainties surround the implementation of this law, 
particularly with respect to trading of debt-related RMB Bonds by RQFIIs and QFIIs. In addition, 
there is uncertainty as to the application and implementation of China’s value added tax to the 
Fund’s activities. It is also unclear how China’s value added tax may apply to RMB Bonds and how 
such application may be affected by tax treaty provisions. If such a tax is collected, the expense will 
be passed on and borne by the Fund. The imposition of such taxes, as well as future changes in 
applicable PRC tax law, may adversely affect the Fund. In light of this uncertainty, the Fund reserves 
the right to establish a reserve for such taxes, although it currently does not do so. If the Fund 
establishes such a reserve but is not ultimately subject to these taxes, shareholders who redeemed 
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or sold their shares while the reserve was in place will effectively bear the tax and may not benefi t 
from the later release, if any, of the reserve. Conversely, if the Fund does not establish such a reserve 
but ultimately is subject to the tax, shareholders who redeemed or sold their shares prior to the tax 
being withheld, reserved or paid will have effectively avoided the tax. Investors should note that such 
provision, if any, may be excessive or inadequate to meet actual Chinese tax liabilities (which could 
include interest and penalties) on the Fund’s investments. As a result, investors may be advantaged 
or disadvantaged depending on the fi nal rules of the relevant PRC tax authorities.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries) or sector of the economy. While the 
Fund’s sector and industry exposure is expected to vary over time based on the composition of the 
Underlying Index, the Fund is currently subject to the principal risks described below. The Fund may 
have signifi cant exposure to other industries or sectors over time.

Energy Sector Risk. The energy sector is typically cyclical and highly dependent upon 
commodities and energy prices. Issuers in this sector are usually subject to substantial government 
regulation and contractual fi xed pricing, which may increase the cost of business and limit these 
issuers’ earnings, and a signifi cant portion of their revenues depends on a relatively small number of 
customers, including governmental entities and utilities.

Utilities Sector Risk. The utilities sector is subject to signifi cant government regulation and 
oversight. Companies in the utilities sector may be adversely affected due to increases in commodity 
and operating costs, rising costs of fi nancing capital construction and the cost of complying with 
government regulations, among other factors.

Derivatives Risk. The use of derivatives (including swaps, forwards, futures, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement 
fails to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater 
than, the full value of the derivative if the counterparty fails to perform its obligations. Counterparty 
risks are compounded by the fact that there are only a limited number of ways available to invest in 
certain reference assets, including RMB Bonds, and, therefore, there may be few counterparties to 
swaps based on those reference assets. Investments in derivatives may expose the Fund to leverage, 
which may cause the Fund to be more volatile than if it had not been leveraged. Many derivatives 
are subject to segregation requirements, pursuant to which the Fund must segregate the market or 
notional value of the derivatives and which could impede the portfolio management of the Fund.
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Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.

Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only in large 
blocks called Creation Units and only to “Authorized Participants.” Unlike many other ETFs, however, 
the Fund expects to effect its creations and redemptions for cash, rather than in-kind securities. 
Thus, an investment in the Fund may be less tax-effi cient than an investment in other ETFs as the 
Fund may recognize a capital gain that it could have avoided by making redemptions in-kind. As a 
result, the Fund may pay out higher capital gains distributions than ETFs that redeem in-kind. Further, 
paying redemption proceeds in cash rather than through in-kind delivery of portfolio securities may 
require the Fund to dispose of or sell portfolio investments to obtain the cash needed to distribute 
redemption proceeds at an inopportune time.

International Closed Market Trading Risk. Because substantially all of the Fund’s investments 
trade in markets that are closed when the Fund and Exchange are open, there are likely to be 
deviations between current pricing of an underlying security and stale pricing, resulting in the Fund 
trading at a discount or premium to NAV greater than those incurred by other ETFs.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
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be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed 
on the Exchange, there can be no assurance that an active trading market for shares will develop or 
be maintained or that the Fund’s shares will continue to be listed.

Small Fund Risk. The Fund is small and does not yet have a signifi cant number of shares 
outstanding. Small funds are at greater risk than larger funds of wider bid-ask spreads for its shares, 
trading at a greater premium or discount to NAV, liquidation and/or a stop to trading.

Fixed Income Securities Risk. Fixed income securities are subject to credit risk and interest rate risk. 
Credit risk refers to the possibility that the issuer of a security will not make timely interest payments 
or repay the principal of the debt issued (i.e., it defaults on its obligations). This risk is signifi cant, 
given that the Fund invests in unsecured debt instruments. Interest rate risk refers to fl uctuations in 
the value of a debt resulting from changes in the level of interest rates. When interest rates go up, 
the prices of most debt instruments generally go down; and when interest rates go down, the prices 
of most debt instruments generally go up. Debt instruments with longer durations tend to be more 
sensitive to interest rate changes, typically making them more volatile. Interest rates have recently 
increased and are expected to continue increasing, potentially rapidly and/or dramatically, thereby 
heightening the risks associated with rising interest rates.

Subordinated Obligations Risk. Payments under some RMB Bonds may be structurally 
subordinated to other existing and future liabilities and obligations of the issuer. Claims of creditors 
of subordinated debt will have less priority as to the assets of the issuer and its creditors who seek 
to enforce the terms of the RMB Bond. Certain RMB Bonds may not contain any restrictions on the 
ability to incur additional unsecured indebtedness.

Foreign Securities Risk. Investments in securities of non-U.S. issuers may be less liquid than 
investments in U.S. issuers as foreign trading markets are not typically as active as U.S. markets 
and may have less governmental regulation and oversight. For example, non-U.S. issuers may be 
subject to different accounting, auditing, fi nancial reporting and investor protection standards than 
U.S. issuers. As a result, there may be less information publicly available about non-U.S. issuers. 
Investments in non-U.S. securities also involve risk of loss due to foreign currency fl uctuations and 
political or economic instability. Foreign markets also may have clearance and settlement procedures 
that make it diffi cult for the Fund to buy and sell securities. These factors could result in a loss to 
the Fund by causing the Fund to be unable to dispose of an investment or to miss an attractive 
investment opportunity, or by causing the Fund’s assets to be uninvested for some period of time.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

High Yield and Unrated Securities Risk. Securities that are unrated or rated below investment 
grade (or “junk bonds”) are subject to greater risk of loss of income and principal than highly rated 
securities. Junk bonds are inherently speculative. The prices of unrated and high yield securities are 
likely to be more volatile than those of highly rated securities, and the secondary market for them 
may be less liquid than that for highly rated securities.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane, E Fund and/or their affi liates. 
The Fund will indirectly be exposed to the risks of investments by such funds. Moreover, the Fund will 
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incur its pro rata share of the underlying fund’s expenses. Krane and E Fund are subject to confl icts of 
interest in allocating Fund assets to investment companies that are advised, sponsored or otherwise 
serviced by Krane, E Fund and/or their affi liates. To the extent that the Fund invests in investment 
companies or other pooled investment vehicles that are not registered pursuant to the 1940 Act, 
including foreign investment companies, it will not enjoy the protections of the 1940 Act.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.

Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold 
less than the total number of securities in the Underlying Index, the Fund is subject to management 
risk. This is the risk that the E Fund’s security selection process, which is subject to a number of 
constraints, may not produce the intended results.

Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion of 
its assets in fewer issuers than a diversifi ed fund, changes in the market value of a single portfolio 
holding could cause greater fl uctuations in the Fund’s share price than would occur in a diversifi ed 
fund. This may increase the Fund’s volatility and cause the performance of a single portfolio holding 
or a relatively small number of portfolio holdings to have a greater impact on the Fund’s performance.

Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.
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Sovereign and Quasi Sovereign Debt Risk. The governmental authority that controls the repayment 
of the debt may be unwilling or unable to repay the principal and/or interest when due in accordance 
with the terms of such securities, such as due to the extent of its foreign reserves; the availability 
of suffi cient foreign exchange on the date a payment is due; the relative size of the debt service 
burden to the economy as a whole; or the government debtor’s policy towards the International 
Monetary Fund and the political constraints to which a government debtor may be subject. If an 
issuer of sovereign or quasi-sovereign debt defaults on payments of principal and/or interest, 
the Fund may have limited legal recourse against the issuer and/or guarantor. During periods of 
economic uncertainty, the market prices of sovereign and quasi-sovereign PRC securities, and the 
Fund’s NAV, may be more volatile than prices of corporate bonds, which may result in losses. In the 
past, certain governments of emerging market countries have declared themselves unable to meet 
their fi nancial obligations on a timely basis, which has resulted in losses for holders of such sovereign 
and quasi-sovereign bonds.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed 
in the same manner as an ordinary corporation, and distributions to its shareholders would not be 
deductible by the Fund in computing its taxable income, which would adversely affect the Fund’s 
performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.
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Performance Information

The following bar chart and table illustrate the variability of the Fund’s returns and indicate the risks 
of investing in the Fund by showing how the Fund’s average annual total returns compare with those 
of a broad measure of market performance. All returns include the reinvestment of dividends and 
distributions. As always, please note that the Fund’s past performance (before and after taxes) is not 
necessarily an indication of how it will perform in the future. Updated performance information is 
available at no cost by visiting www.kraneshares.com.

Total Annual Returns For Calendar Year Ended December 31
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As of June 30, 2018, the Fund’s calendar year-to-date total return was 0.62%.

Best and Worst Quarter Returns (for the period refl ected in the bar chart above)

Return

Quarter 

Ended/Year

Highest Return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.13% 9/30/2017
Lowest Return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -3.77% 12/31/2016

Average Annual Total Returns for the period ended December 31, 2017

KraneShares E Fund China Commercial Paper ETF 1 year

Since Inception 
(12-2-2014)

Return Before Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.31% 0.95%
Return After Taxes on Distributions . . . . . . . . . . . . . . . . . . . . . . . 10.31% 0.74%
Return After Taxes on Distributions and Sale of Fund Shares . . . . 5.84% 0.63%
S&P 500 Index (Reflects no deduction for fees, 

expenses or taxes)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.83% 11.01%
CSI Diversified High Grade Commercial Paper Index (Reflects no 

deduction for fees, expenses or taxes) . . . . . . . . . . . . . . . . . . 11.01% 1.96%
S&P U.S. Treasury Bill 3-6 Month Index (Reflects no deduction 

for fees, expenses or taxes) . . . . . . . . . . . . . . . . . . . . . . . . . . 0.86% 0.68%
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Average annual total returns are shown on a before- and after-tax basis for the Fund. After-tax 
returns are calculated using the historical highest individual federal marginal income tax rates and 
do not refl ect the impact of state and local taxes. Actual after-tax returns depend on an investor’s tax 
situation and may differ from those shown. After-tax returns shown are not relevant to investors who 
hold shares through tax-deferred arrangements, such as 401(k) plans or individual retirement plans.

Management

Investment Adviser and Sub-Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund. E Fund 
Management (Hong Kong) Co., Limited serves as the sub-adviser to the Fund.

Portfolio Managers

Ms. Xiaochen Wang and Messrs. Guangdong Qi and Ethan Chan, CFA serve as the Fund’s co-portfolio 
managers. Ms. Wang and Mr. Qi have served in those roles since the Fund’s inception in 2014 and 
Mr. Chan has served in that role since 2016.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income or capital gains (or a combination), 
unless your investment is in an IRA or other tax-advantaged retirement account, which may be taxable 
upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares Electric Vehicles and Future Mobility Index ETF (the “Fund”) seeks to provide 
investment results that, before fees and expenses, correspond generally to the price and yield 
performance of a specifi c equity securities index. The Fund’s current index is the Solactive Electric 
Vehicles and Future Mobility Index (the ‘‘Underlying Index’’).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . None

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.68%

Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00%

Other Expenses**  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.02%

Total Annual Fund Operating Expenses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.70%

* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.
** Based on estimated amounts for the current fi scal year.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same each year. This Example does not refl ect any 
brokerage commissions that you may pay on purchases and sales of your shares. Although your 
actual costs may be higher or lower, based on these assumptions, whether you do or do not sell your 
shares, your costs would be:

1 Year 3 Years

$72 $224

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
For the fi scal period starting from the Fund’s inception, January 18, 2018, to March 31, 2018, the 
Fund’s portfolio turnover rate was 18% of the average value of its portfolio. This rate excludes the 
value of portfolio securities received or delivered as a result of in-kind creations or redemptions of 
the Fund’s shares.
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Principal Investment Strategies

Under normal circumstances, the Fund will invest at least 80% of its total assets in components 
of the Underlying Index, depositary receipts, including American depositary receipts (“ADRs”), 
representing such components, and securities underlying depositary receipts in the Underlying Index. 
The Underlying Index is designed to track the equity market performance of companies engaged 
in the production of electric vehicles or their components or in other initiatives that may change 
the future of mobility, as determined by Solactive AG, the provider of the Underlying Index (“Index 
Provider”). The securities eligible for inclusion in the Underlying Index generally must be issued by 
companies classifi ed as being engaged in one or more of the following sub-industries: electric vehicles 
production; autonomous driving; shared mobility; lithium and/or copper production; lithium-ion/
lead acid batteries; hydrogen fuel cell manufacturing and/or electric infrastructure. Issuers included 
in the Underlying Index may not necessarily derive a majority of their revenues or income from the 
electric vehicle business or other initiatives that may change the future of mobility, particularly when 
an issuer is engaged in multiple lines of business.

The Index Provider applies various screens, including so that the securities included in the Underlying 
Index, at the time of each rebalance: (1) are issued by companies with a minimum market 
capitalization of $500 million and (2) have a minimum average daily trading volume of $5 million 
as measured over the last one-month and six-month periods. Constituents of the Underlying Index 
are ranked by market capitalization and then, provided there are at least 30 constituents, weighted 
so that the largest ten companies are weighted equally, the next ten largest companies are weighted 
equally, and (where there are a suffi cient number of Underlying Index components) the next ten largest 
companies are weighted equally. The remaining constituents are then weighted equally so that the 
sum of the constituents in the Underlying Index equals 100%. If there are less than 30 constituents, 
the constituents are weighted equally so that the sum of the constituents in the Underlying Index 
equals 100%. The issuers included in the Underlying Index may include small-cap, mid-cap and 
large-cap companies listed on stock exchanges in developed or emerging market countries.

The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying 
Index, but that Krane believes will help the Fund track the Underlying Index. These investments may 
include equity securities and depositary receipts of issuers whose securities are not components 
of the Underlying Index, derivative instruments (including swaps, futures, forwards, structured notes 
and options), other investment companies (including ETFs) and cash or cash equivalents (including 
money market funds). The other investment companies in which the Fund may invest may be advised, 
sponsored or otherwise serviced by Krane and/or its affi liates.

The following China-related securities may be included in the Underlying Index and/or represent 
investments of the Fund:

 • China A-Shares, which are shares of companies incorporated in mainland China and traded 
on the Chinese exchanges. China A-Shares are primarily purchased and sold in the domestic 
Chinese market. To the extent the Fund invests in China A-Shares, it expects to do so through the 
Shanghai-Hong Kong Stock Connect Program or Shenzhen-Hong Kong Stock Connect Program 
(“Stock Connect Programs”). A Renminbi Qualifi ed Foreign Institutional Investor (“RQFII”) or 
Qualifi ed Foreign Institutional Investor (“QFII”) license may also be acquired to invest directly in 
China A-Shares.
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 • China B Shares, which are shares of companies listed on the Shanghai or Shenzhen Stock 
Exchange but quoted and traded in foreign currencies (such as Hong Kong Dollars or U.S. Dollars), 
which were primarily created for trading by foreign investors.

 • China H Shares, which are shares of companies incorporated in mainland China and listed on 
the Hong Kong Stock Exchange (“H-Shares”), where they are traded in Hong Kong dollars and 
may be traded by foreign investors.

 • China N Shares, which are shares of companies with business operations in mainland China and 
listed on an American stock exchange, such as NYSE or NASDAQ (“N-Shares”).

 • P-Chips, which are shares of private sector companies with a majority of their business operations 
in mainland China and controlling private Chinese shareholders, which are incorporated outside 
of mainland China and traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • Red Chips, which are shares of companies with a majority of their business operations in 
mainland China and controlled by the central, provincial or municipal governments of the PRC, 
whose shares are traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • S-Chips, which are shares of companies with business operations in mainland China and listed 
on the Singapore Exchange. S-Chip shares are issued by companies incorporated anywhere, but 
many are registered in Singapore, the British Virgin Islands, the Cayman Islands, or Bermuda.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, 
the Fund expects to use representative sampling to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to the Underlying Index.

The Fund may engage in securities lending.

The Fund is non-diversifi ed. To the extent the Underlying Index is concentrated in a particular industry, 
the Fund is expected to be concentrated in that industry. Electric vehicles and mobility are not 
recognized industries, sub-industries or sectors. Therefore, to identify issuers engaged in those 
industries, the Index Provider cannot rely on tradition categorizations such as the Global Industry 
Classifi cation Standard. As of June 30, 2018, the Underlying Index included approximately 60 
securities of companies with a market capitalization range of $404 million to $337 billion and an 
average market capitalization of $39 billion and the largest sectors represented in the Underlying 
Index were the technology sector (46.07%), industrials sector (22.39%) and consumer durables 
sector (22.24%). As of June 30, 2018, the largest markets in the Underlying Index were the 
United States, China and Germany. The Underlying Index is rebalanced quarterly.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
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total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.

In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

A-Shares Risk. A-Shares are issued by companies incorporated in mainland China and are 
traded on Chinese exchanges. Investments in A-Shares are made available to domestic Chinese 
investors and certain foreign investors, including those who have been approved as a QFII or a RQFII 
and through the Stock Connect Programs. Investments by foreign investors in A-Shares are subject 
to various restrictions, regulations and limits. To the extent it invests in A-Shares, the Fund currently 
intends to gain exposure to A-Shares through the Stock Connect Programs. The Fund may also gain 
exposure to A-Shares by investing in investments that provide exposure to A-Shares, such as other 
investment companies, or Krane may acquire a QFII or RQFII license to invest in A-Shares for the 
Fund. Investments in A-Shares are heavily regulated and the recoupment and repatriation of assets 
invested in A-Shares is subject to restrictions by the Chinese government. A-Shares may be subject 
to frequent and widespread trading halts and may become illiquid. This could cause volatility in the 
Fund’s share price and subject the Fund to a greater risk of trading halts.

Custody Risks. In accordance with Chinese regulations and the terms of a QFII or RQFII 
license, as applicable, and insofar as Krane acquires a QFII or RQFII license, A-Shares will be held in 
the joint names of the Fund and Krane. While Krane may not use such an account for any purpose 
other than for maintaining the Fund’s assets, the Fund’s assets may not be as well protected as they 
would be if it were possible for them to be registered and held solely in the name of the Fund. There 
is a risk that creditors of Krane may assert that the securities are owned by Krane and that regulatory 
actions taken against Krane may affect the Fund. The risk is particularly acute in the case of cash 
deposited with a PRC sub-custodian (“PRC Custodian”) because it may not be segregated, and it 
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may be treated as a debt owing from the PRC Custodian to the Fund as a depositor. Thus, in the event 
of a PRC Custodian bankruptcy, liquidation, or similar event, the Fund may face diffi culties and/or 
encounter delays in recovering its cash.

Tax Risk. Per a circular (Caishui [2014] 79), the Fund is expected to be temporarily 
exempt from the Chinese withholding tax (“WHT”) on capital gains on trading in A-Shares as of 
November 17, 2014. There is no indication as to how long the temporary exemption will remain 
in effect. Accordingly, the Fund may be subject to such taxes in the future. If the Fund expects 
such WHT on trading in A-Shares to be imposed, it reserves the right to establish a reserve for 
such tax, although it currently does not do so. If the Fund establishes such a reserve but is not 
ultimately subject to the tax, shareholders who redeemed or sold their shares while the reserve 
was in place will effectively bear the tax and may not benefi t from the later release, if any, of the 
reserve. Conversely, if the Fund does not establish such a reserve but ultimately is subject to the tax, 
shareholders who redeemed or sold their shares prior to the tax being withheld, reserved or paid will 
have effectively avoided the tax, even if they benefi ted from the trading that precipitated the Fund’s 
payment of it. Investors should note that such provision may be excessive or inadequate to meet 
actual WHT liabilities (which could include interest and penalties) on the Fund’s investments. As a 
result, investors may be advantaged or disadvantaged depending on the fi nal rules of the relevant 
PRC tax authorities.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

Stock Connect Program Risk. The Stock Connect Programs are subject to daily and aggregate 
quota limitations, and an investor cannot purchase and sell the same security on the same trading 
day, which may restrict the Fund’s ability to invest in A-Shares through the Programs and to enter into 
or exit trades on a timely basis. The Shanghai and Shenzhen markets may be open at a time when 
the Stock Connect Programs are not active, with the result that prices of A-Shares may fl uctuate at 
times when the Fund is unable to add to or exit its positions. Because the Stock Connect Programs 
are new, the actual effect on the market for trading A-Shares with the introduction of large numbers 
of foreign investors is still relatively unknown. Further, regulations or restrictions, such as limitations 
on redemptions or suspension of trading, may adversely impact the program. There is no guarantee 
that the Shanghai, Shenzhen and Hong Kong Stock Exchanges will continue to support the Stock 
Connect Programs in the future.
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B-Shares Risk. The China B-Share market is generally smaller, less liquid and has a smaller 
issuer base than the China A-Share market. The issuers that compose the B-Share market include 
a broad range of companies, including companies with large, medium and small capitalizations. 
Further, the B-Shares market may behave very differently from other portions of the Chinese equity 
markets, and there may be little to no correlation between the performance of the two.

H-Shares Risk. H-Shares are foreign securities which, in addition to the risks described 
herein, are subject to the risk that the Hong Kong stock market may behave very differently from the 
mainland Chinese stock market. There may be little to no correlation between the performance of the 
Hong Kong stock market and the mainland Chinese stock market.

N-Shares Risk. N-Shares are securities of companies with business operations in mainland 
China and listed on an American stock exchange, such as the NYSE or NASDAQ. Because companies 
issuing N-Shares have business operations in China, they are subject to certain political and 
economic risks in China. The American stock market may behave very differently from the mainland 
Chinese stock market, and there may be little to no correlation between the performance of the two.

P-Chip Companies Risk. P-Chip companies are often run by the private sector and have a 
majority of their business operations in mainland China. P-Chip shares are traded in Hong Kong 
dollars on the Hong Kong Stock Exchange, and may also be traded by foreigners. Because they 
are traded on the Hong Kong Stock Exchange, P-Chips are also subject to risks similar to those 
associated with investments in H Shares. They are also subject to risks affecting their jurisdiction of 
incorporation, including any legal or tax changes.

Red Chip Companies Risk. Red Chip companies are controlled, either directly or indirectly, 
by the central, provincial or municipal governments of the PRC. Red Chip shares are traded in Hong 
Kong dollars on the Hong Kong Stock Exchange and may also be traded by foreigners. Because 
Red Chip companies are controlled by various PRC governmental authorities, investing in Red Chips 
involves risks that political changes, social instability, regulatory uncertainty, adverse diplomatic 
developments, asset expropriation or nationalization, or confi scatory taxation could adversely affect 
the performance of Red Chip companies. Red Chip companies may be less effi ciently run and less 
profi table than other companies.

S-Chip Companies Risk. The Fund may invest in shares of companies with business 
operations in mainland China and listed on the Singapore Exchange (“S Chips”). S-Chip shares 
are issued by companies incorporated anywhere, but many are registered in Singapore, the British 
Virgin Islands, the Cayman Islands, or Bermuda. They are subject to risks affecting their jurisdiction 
of incorporation, including any legal or tax changes. S Chip companies may or may not be owned at 
least in part by a Chinese central, provincial or municipal government and be subject to the types of 
risks that come with such ownership described herein.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries) or sector of the economy. While the 
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Fund’s sector and industry exposure is expected to vary over time based on the composition of the 
Underlying Index, the Fund is currently subject to the principal risks described below. The Fund may 
have signifi cant exposure to other industries or sectors over time.

Consumer Durables Sector Risk. The success of consumer product manufacturers and 
retailers is tied closely to the performance of the overall domestic and international economy, interest 
rates, competitive and consumer confi dence. Success depends heavily on disposable household 
income and consumer spending. Changes in demographics and consumer tastes can also affect the 
demand for, and success of, consumer products in the marketplace.

Industrials Sector Risk. The industrials sector may be affected by changes in the supply 
and demand for products and services, product obsolescence, claims for environmental damage or 
product liability and general economic conditions, among other factors.

Technology Sector Risk. The value of stocks of technology companies and companies 
that rely heavily on technology is particularly vulnerable to rapid changes in technology product 
cycles, rapid product obsolescence, government regulation and competition, both domestically 
and internationally, including competition from competitors with lower production costs. Technology 
companies and companies that rely heavily on technology, especially those of smaller, less-seasoned 
companies, tend to be more volatile than the overall market.

Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the Fund may 
lose value if the local currency of a foreign market depreciates against the U.S. dollar, even if the 
local currency value of the Fund’s holdings goes up. Currency exchange rates can be very volatile 
and can change quickly and unpredictably, which may adversely affect the Fund. The Fund may also 
be subject to delays in converting or transferring U.S. dollars to foreign currencies for the purpose 
of purchasing portfolio investments. This may hinder the Fund’s performance, including because any 
delay could result in the Fund missing an investment opportunity and purchasing securities at a 
higher price than originally intended, or incurring cash drag.

Depositary Receipts Risk. The Fund may hold the securities of foreign companies in the form 
of depositary receipts, including American Depositary Receipts and Global Depositary Receipts. 
Investing in depositary receipts entails the risks associated with foreign investments. The underlying 
securities of the depositary receipts in the Fund’s portfolio are subject to fl uctuations in foreign 
currency exchange rates that may affect the value of the Fund’s portfolio. In addition, the value of 
the securities underlying the depositary receipts may change materially when the U.S. markets are 
not open for trading, which will affect the value of the depositary receipts. Like direct investments 
in foreign securities, investments in depositary receipts involve political and economic risks distinct 
from those associated with investing in the securities of U.S. issuers.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement fails 
to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater than, the 
full value of the derivative if the counterparty fails to perform its obligations. Counterparty risks are 
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compounded by the fact that there are only a limited number of ways available to invest in certain 
reference assets, including A-Shares, and, therefore, there may be few counterparties to swaps based 
on those reference assets. Investments in derivatives may expose the Fund to leverage, which may 
cause the Fund to be more volatile than if it had not been leveraged. Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund.

Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.

Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only in large 
blocks called Creation Units and only to “Authorized Participants.” Unlike many other ETFs, however, 
the Fund expects to effect its creations and redemptions at least partially or fully for cash, rather than 
in-kind securities. Thus, an investment in the Fund may be less tax-effi cient than an investment in 
other ETFs as the Fund may recognize a capital gain that it could have avoided by making redemptions 
in-kind. As a result, the Fund may pay out higher capital gains distributions than ETFs that redeem 
in-kind. Further, paying redemption proceeds in cash rather than through in-kind delivery of portfolio 
securities may require the Fund to dispose of or sell portfolio investments to obtain the cash needed 
to distribute redemption proceeds at an inopportune time.

International Closed Market Trading Risk. Because certain of the Fund’s investments trade 
in markets that are closed when the Fund and Exchange are open, there are likely to be deviations 
between current pricing of an underlying security and stale pricing, resulting in the Fund trading at a 
discount or premium to NAV greater than those incurred by other ETFs.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
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steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed 
on the Exchange, there can be no assurance that an active trading market for shares will develop or 
be maintained or that the Fund’s shares will continue to be listed.

Small Fund Risk. The Fund is small and does not yet have a signifi cant number of shares 
outstanding. Small funds are at greater risk than larger funds of wider bid-ask spreads for its shares, 
trading at a greater premium or discount to NAV, liquidation and/or a stop to trading.

Foreign Securities Risk. Investments in securities of non-U.S. issuers may be less liquid than 
investments in U.S. issuers as foreign trading markets are not typically as active as U.S. markets 
and may have less governmental regulation and oversight. For example, non-U.S. issuers may be 
subject to different accounting, auditing, fi nancial reporting and investor protection standards than 
U.S. issuers. As a result, there may be less information publicly available about non-U.S. issuers. 
Investments in non-U.S. securities also involve risk of loss due to foreign currency fl uctuations and 
political or economic instability. Foreign markets also may have clearance and settlement procedures 
that make it diffi cult for the Fund to buy and sell securities. These factors could result in a loss to 
the Fund by causing the Fund to be unable to dispose of an investment or to miss an attractive 
investment opportunity, or by causing the Fund’s assets to be uninvested for some period of time.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

Germany Risk. The Fund’s investment in German issuers subjects the Fund to legal, regulatory, 
political, currency, security, and economic risks specifi c to Germany. Recently, new concerns have 
emerged in relation to the economic health of the European Union, which have led to downward 
pressure on the earnings of certain fi nancial institutions, including German fi nancial services 
companies. Secessionist movements, such as the Catalan movement in Spain, may have an adverse 
effect on the German economy. Germany has an export dependent economy and therefore relies 
heavily on trade with key trading partners, including the Netherlands, China, United States, United 
Kingdom, France, Italy and other European countries. Germany is dependent on the economies of 
these other countries, and any change in the price or demand for German exports may have an 
adverse impact on its economy. Recent developments in relations between the United States and 
its trading partners have heightened concerns of increased tariffs and restrictions on trade between 
countries. An increase in tariffs or trade restrictions, or even the threat of such developments, could 
lead to a signifi cant reduction in international trade, which could have a negative impact on the 
export industry and a commensurately negative impact on the Fund.



70

Fund Summary

KraneShares Electric Vehicles and Future Mobility Index ETF

High Portfolio Turnover Risk. The Fund may incur high turnover rates, which may increase the Fund’s 
brokerage commission costs and negatively impact the Fund’s performance. Such portfolio turnover 
also may generate net short-term capital gains.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane. The Fund will indirectly be 
exposed to the risks of investments by such funds. Moreover, the Fund will incur its pro rata share 
of the underlying fund’s expenses. Krane is subject to confl icts of interest in allocating Fund assets 
to investment companies that are advised, sponsored or otherwise serviced by Krane and/or its 
affi liates. To the extent that the Fund invests in investment companies or other pooled investment 
vehicles that are not registered pursuant to the 1940 Act, including foreign investment companies, it 
will not enjoy the protections of the 1940 Act.

Large Capitalization Company Risk. Investments in large capitalization companies may go in and out 
of favor based on market and economic conditions and may underperform other market segments. 
Some large capitalization companies may be unable to respond quickly to new competitive challenges 
and attain the high growth rate of successful smaller companies, especially during extended periods 
of economic expansion. As such, returns on investments in stocks of large capitalization companies 
could trail the returns on investments in stocks of small and mid capitalization companies.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.

Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold less 
than the total number of securities in the Underlying Index, the Fund is subject to management risk. 
This is the risk that the Krane’s security selection process, which is subject to a number of constraints, 
may not produce the intended results.

Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion of 
its assets in fewer issuers than a diversifi ed fund, changes in the market value of a single portfolio 
holding could cause greater fl uctuations in the Fund’s share price than would occur in a diversifi ed 
fund. This may increase the Fund’s volatility and cause the performance of a single portfolio holding 
or a relatively small number of portfolio holdings to have a greater impact on the Fund’s performance.
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Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.

Small and Mid-Capitalization Company Risk. Investing in the securities of small and medium 
capitalization companies involves greater risk and the possibility of greater price volatility than investing 
in larger capitalization companies and more established companies. Since small and medium-sized 
companies may have limited operating histories, product lines and fi nancial resources, the securities 
of these companies may lack suffi cient market liquidity and can be sensitive to expected changes in 
interest rates, borrowing costs and earnings.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed 
in the same manner as an ordinary corporation, and distributions to its shareholders would not be 
deductible by the Fund in computing its taxable income, which would adversely affect the Fund’s 
performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
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shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.

Performance Information

Once the Fund has completed a full calendar year of operations, a bar chart and table will be 
included in this Prospectus that will provide some indication of the risks of investing in the Fund 
by showing the variability of the Fund’s return based on net assets and comparing the variability 
of the Fund’s return to a broad measure of market performance. Once available, the Fund’s current 
performance information will be available at www.kraneshares.com. Past performance does not 
necessarily indicate how the Fund will perform in the future.

Management

Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund.

Portfolio Managers

Mark Schlarbaum, Managing Partner of the Adviser, has served as the lead portfolio manager 
of the Fund since the Fund’s inception in 2018. Jonathan Shelon, Managing Partner and Chief 
Operating Offi cer of the Adviser, also serves as a portfolio manager of the Fund. Mr. Shelon supports 
Mr. Schlarbaum and Krane’s investment team for the Fund and has been a portfolio manager of the 
Fund since 2018. Mr. Schlarbaum will continue to serve as the Fund’s lead portfolio manager.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income, qualifi ed dividend income or capital 
gains (or a combination), unless your investment is in an IRA or other tax-advantaged retirement 
account, which may be taxable upon withdrawal.
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Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares Emerging Markets Consumer Technology Index ETF (the “Fund”) seeks to provide 
investment results that, before fees and expenses, track the price and yield performance of a specifi c 
foreign equity securities index. The Fund’s current index is the Solactive Emerging Market Consumer 
Technology Index (the “Underlying Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . None

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.78%

Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00%

Other Expenses**  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.01% 

Total Annual Fund Operating Expenses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.79%

* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.
** Based on estimated amounts for the current fi scal year.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same each year. This Example does not refl ect any 
brokerage commissions that you may pay on purchases and sales of your shares. Although your 
actual costs may be higher or lower, based on these assumptions, whether you do or do not sell your 
shares, your costs would be:

1 Year 3 Years

$81 $252

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
For the fi scal period starting from the Fund’s inception, October 11, 2017, to March 31, 2018, the 
Fund’s portfolio turnover rate was 0% of the average value of its portfolio. This rate excludes the 
value of portfolio securities received or delivered as a result of in-kind creations or redemptions of 
the Fund’s shares.
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Principal Investment Strategies

Under normal circumstances, the Fund will invest at least 80% of its total assets in components 
of the Underlying Index, depositary receipts, including American depositary receipts (“ADRs”), 
representing such components and securities underlying depositary receipts in the Underlying Index. 
The Underlying Index is composed of the equity securities of the 50 companies with the largest 
market capitalization that are headquartered in certain emerging market and frontier countries and 
engaged in the consumer or technology sectors. Issuers eligible for inclusion in the Underlying Index 
must be classifi ed under the FactSet Revere Business Industry Classifi cation system as engaged in 
one or more industries in these sectors. The Underlying Index components will be ranked according 
to their market capitalization and will receive the following weights each time the Underlying Index 
rebalances based on their market capitalization rankings from largest to smallest:

Rank Weight

1 to 10 3.5%

11 to 30 2.5%

31 to 50 0.75%

Issuers from the following jurisdictions are eligible for inclusion in the Underlying Index: Argentina, 
Brazil, Chile, China, Colombia, Cyprus, the Czech Republic, Egypt, Greece, Hungary, India, Indonesia, 
Mexico, Malaysia, Peru, the Philippines, Poland, Puerto Rico, Qatar, Russia, South Africa, South Korea, 
Taiwan, Thailand, Turkey and the United Arab Emirates. The Underlying Index excludes stocks whose 
primary listing exchange is the Shanghai or the Shenzhen Stock Exchange or that are primarily traded 
over the counter.

The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying 
Index, but that Krane Funds Advisors, LLC (“Krane”) believes will help the Fund track the Underlying 
Index. These investments may include equity securities and depositary receipts of issuers whose 
securities are not components of the Underlying Index, derivative instruments (including swaps, 
forwards, futures and options), other investment companies (including ETFs) and cash or cash 
equivalents (including money market funds). The other investment companies in which the Fund may 
invest may be advised, sponsored or otherwise serviced by Krane and/or its affi liates.

The following China-related securities may be included in the Underlying Index and/or represent 
investments of the Fund:

 • China A-Shares, which are shares of companies incorporated in mainland China and traded 
on the Chinese exchanges. China A-Shares are primarily purchased and sold in the domestic 
Chinese market. To the extent the Fund invests in China A-Shares, it expects to do so through the 
Shanghai-Hong Kong Stock Connect Program or Shenzhen-Hong Kong Stock Connect Program 
(“Stock Connect Programs”). A Renminbi Qualifi ed Foreign Institutional Investor (“RQFII”) or 
Qualifi ed Foreign Institutional Investor (“QFII”) license may also be acquired to invest directly in 
China A-Shares.

 • China B Shares, which are shares of companies listed on the Shanghai or Shenzhen Stock 
Exchange but quoted and traded in foreign currencies (such as Hong Kong Dollars or U.S. Dollars), 
which were primarily created for trading by foreign investors.
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 • China H Shares, which are shares of companies incorporated in mainland China and listed on 
the Hong Kong Stock Exchange (“H-Shares”), where they are traded in Hong Kong dollars and 
may be traded by foreign investors.

 • China N Shares, which are shares of companies with business operations in mainland China and 
listed on an American stock exchange, such as NYSE or NASDAQ (“N-Shares”).

 • P-Chips, which are shares of private sector companies with a majority of their business operations 
in mainland China and controlling private Chinese shareholders, which are incorporated outside 
of mainland China and traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • Red Chips, which are shares of companies with a majority of their business operations in 
mainland China and controlled by the central, provincial or municipal governments of the PRC, 
whose shares are traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • S-Chips, which are shares of companies with business operations in mainland China and listed 
on the Singapore Exchange. S-Chip shares are issued by companies incorporated anywhere, but 
many are registered in Singapore, the British Virgin Islands, the Cayman Islands, or Bermuda.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, 
the Fund expects to use representative sampling to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to the Underlying Index.

As of June 30, 2018, the Underlying Index included 50 securities of companies with a market 
capitalization range of $766 million to $477 billion and an average market capitalization of 
$47.86 billion and the largest markets represented in the underlying index were China (37.86%) 
and South Korea (21.46%).

The Fund may engage in securities lending.

The Fund is non-diversifi ed. To the extent the Underlying Index is concentrated in a particular 
industry, the Fund is expected to be concentrated in that industry. As of June 30, 2018, issuers in 
the technology sector (53.37%), consumer discretionary sector (34.05%) and telecommunications 
sector (11.14%) represented signifi cant portions of the Underlying Index.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
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economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.

In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

A-Shares Risk. A-Shares are issued by companies incorporated in mainland China and are 
traded on Chinese exchanges. Investments in A-Shares are made available to domestic Chinese 
investors and certain foreign investors, including those who have been approved as a QFII or a RQFII 
and through the Stock Connect Programs. Investments by foreign investors in A-Shares are subject 
to various restrictions, regulations and limits. To the extent it invests in A-Shares, the Fund currently 
intends to gain exposure to A-Shares through the Stock Connect Programs. The Fund may also gain 
exposure to A-Shares by investing in investments that provide exposure to A-Shares, such as other 
investment companies, or Krane may acquire a QFII or RQFII license to invest in A-Shares for the 
Fund. Investments in A-Shares are heavily regulated and the recoupment and repatriation of assets 
invested in A-Shares is subject to restrictions by the Chinese government. A-Shares may be subject 
to frequent and widespread trading halts and may become illiquid. This could cause volatility in the 
Fund’s share price and subject the Fund to a greater risk of trading halts.

Custody Risks. In accordance with Chinese regulations and the terms of a QFII or RQFII 
license, as applicable, and insofar as Krane acquires a QFII or RQFII license, A-Shares will be held in 
the joint names of the Fund and Krane. While Krane may not use such an account for any purpose 
other than for maintaining the Fund’s assets, the Fund’s assets may not be as well protected as they 
would be if it were possible for them to be registered and held solely in the name of the Fund. There 
is a risk that creditors of Krane may assert that the securities are owned by Krane and that regulatory 
actions taken against Krane may affect the Fund. The risk is particularly acute in the case of cash 
deposited with a PRC sub-custodian (“PRC Custodian”) because it may not be segregated, and it 
may be treated as a debt owing from the PRC Custodian to the Fund as a depositor. Thus, in the event 
of a PRC Custodian bankruptcy, liquidation, or similar event, the Fund may face diffi culties and/or 
encounter delays in recovering its cash.

Tax Risk. Per a circular (Caishui [2014] 79), the Fund is expected to be temporarily exempt 
from the Chinese withholding tax (“WHT”) on capital gains on trading in A-Shares as of November 17, 
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2014. There is no indication as to how long the temporary exemption will remain in effect. Accordingly, 
the Fund may be subject to such taxes in the future. If the Fund expects such WHT on trading in 
A-Shares to be imposed, it reserves the right to establish a reserve for such tax, although it currently 
does not do so. If the Fund establishes such a reserve but is not ultimately subject to the tax, 
shareholders who redeemed or sold their shares while the reserve was in place will effectively bear 
the tax and may not benefi t from the later release, if any, of the reserve. Conversely, if the Fund does 
not establish such a reserve but ultimately is subject to the tax, shareholders who redeemed or sold 
their shares prior to the tax being withheld, reserved or paid will have effectively avoided the tax, 
even if they benefi ted from the trading that precipitated the Fund’s payment of it. Investors should 
note that such provision may be excessive or inadequate to meet actual WHT liabilities (which could 
include interest and penalties) on the Fund’s investments. As a result, investors may be advantaged 
or disadvantaged depending on the fi nal rules of the relevant PRC tax authorities.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

Stock Connect Program Risk. The Stock Connect Programs are subject to daily and aggregate 
quota limitations, and an investor cannot purchase and sell the same security on the same trading 
day, which may restrict the Fund’s ability to invest in A-Shares through the Programs and to enter into 
or exit trades on a timely basis. The Shanghai and Shenzhen markets may be open at a time when 
the Stock Connect Programs are not active, with the result that prices of A-Shares may fl uctuate at 
times when the Fund is unable to add to or exit its positions. Because the Stock Connect Programs 
are new, the actual effect on the market for trading A-Shares with the introduction of large numbers 
of foreign investors is still relatively unknown. Further, regulations or restrictions, such as limitations 
on redemptions or suspension of trading, may adversely impact the program. There is no guarantee 
that the Shanghai, Shenzhen and Hong Kong Stock Exchanges will continue to support the Stock 
Connect Programs in the future.

B-Shares Risk. The China B-Share market is generally smaller, less liquid and has a smaller 
issuer base than the China A-Share market. The issuers that compose the B-Share market include 
a broad range of companies, including companies with large, medium and small capitalizations. 
Further, the B-Shares market may behave very differently from other portions of the Chinese equity 
markets, and there may be little to no correlation between the performance of the two.
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H-Shares Risk. H-Shares are foreign securities which, in addition to the risks described 
herein, are subject to the risk that the Hong Kong stock market may behave very differently from the 
mainland Chinese stock market. There may be little to no correlation between the performance of the 
Hong Kong stock market and the mainland Chinese stock market.

N-Shares Risk. N-Shares are securities of companies with business operations in mainland 
China and listed on an American stock exchange, such as the NYSE or NASDAQ. Because companies 
issuing N-Shares have business operations in China, they are subject to certain political and 
economic risks in China. The American stock market may behave very differently from the mainland 
Chinese stock market, and there may be little to no correlation between the performance of the two.

P-Chip Companies Risk. P-Chip companies are often run by the private sector and have a 
majority of their business operations in mainland China. P-Chip shares are traded in Hong Kong 
dollars on the Hong Kong Stock Exchange, and may also be traded by foreigners. Because they 
are traded on the Hong Kong Stock Exchange, P-Chips are also subject to risks similar to those 
associated with investments in H Shares. They are also subject to risks affecting their jurisdiction of 
incorporation, including any legal or tax changes.

Red Chip Companies Risk. Red Chip companies are controlled, either directly or indirectly, 
by the central, provincial or municipal governments of the PRC. Red Chip shares are traded in 
Hong Kong dollars on the Hong Kong Stock Exchange and may also be traded by foreigners. Because 
Red Chip companies are controlled by various PRC governmental authorities, investing in Red Chips 
involves risks that political changes, social instability, regulatory uncertainty, adverse diplomatic 
developments, asset expropriation or nationalization, or confi scatory taxation could adversely affect 
the performance of Red Chip companies. Red Chip companies may be less effi ciently run and less 
profi table than other companies.

S-Chip Companies Risk. The Fund may invest in shares of companies with business 
operations in mainland China and listed on the Singapore Exchange (“S Chips”). S-Chip shares 
are issued by companies incorporated anywhere, but many are registered in Singapore, the British 
Virgin Islands, the Cayman Islands, or Bermuda. They are subject to risks affecting their jurisdiction 
of incorporation, including any legal or tax changes. S Chip companies may or may not be owned at 
least in part by a Chinese central, provincial or municipal government and be subject to the types of 
risks that come with such ownership described herein.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries) or sector of the economy. While the 
Fund’s sector and industry exposure is expected to vary over time based on the composition of the 
Underlying Index, the Fund is currently subject to the principal risks described below. The Fund may 
have signifi cant exposure to other industries or sectors over time.

Consumer Discretionary Sector Risk. The success of consumer product manufacturers and 
retailers is tied closely to the performance of the overall domestic and international economy, interest 
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rates, competitive and consumer confi dence. Success depends heavily on disposable household 
income and consumer spending. Changes in demographics and consumer tastes can also affect the 
demand for, and success of, consumer products in the marketplace.

Technology Sector Risk. The value of stocks of technology companies and companies 
that rely heavily on technology is particularly vulnerable to rapid changes in technology product 
cycles, rapid product obsolescence, government regulation and competition, both domestically 
and internationally, including competition from competitors with lower production costs. Technology 
companies and companies that rely heavily on technology, especially those of smaller, less-seasoned 
companies, tend to be more volatile than the overall market.

Telecommunications Sector Risk. The value of stocks of telecommunications companies 
and companies that rely heavily on technology is particularly vulnerable to rapid changes in 
telecommunications product cycles, rapid product obsolescence, government regulation and 
competition, both domestically and internationally, including competition from competitors with lower 
production costs. Telecommunications companies and companies that rely heavily on technology, 
especially those of smaller, less-seasoned companies, tend to be more volatile than the overall 
market. Telecommunications companies are heavily dependent on patent and intellectual property 
rights, the loss or impairment of which may adversely affect profi tability. Additionally, companies in 
the telecommunications sector may face dramatic and often unpredictable changes in growth rates 
and competition for the services of qualifi ed personnel.

Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the Fund may 
lose value if the local currency of a foreign market depreciates against the U.S. dollar, even if the 
local currency value of the Fund’s holdings goes up. Currency exchange rates can be very volatile 
and can change quickly and unpredictably, which may adversely affect the Fund. The Fund may also 
be subject to delays in converting or transferring U.S. dollars to foreign currencies for the purpose 
of purchasing portfolio investments. This may hinder the Fund’s performance, including because any 
delay could result in the Fund missing an investment opportunity and purchasing securities at a 
higher price than originally intended, or incurring cash drag.

Depositary Receipts Risk. The Fund may hold the securities of foreign companies in the form 
of depositary receipts, including American Depositary Receipts and Global Depositary Receipts. 
Investing in depositary receipts entails the risks associated with foreign investments. The underlying 
securities of the depositary receipts in the Fund’s portfolio are subject to fl uctuations in foreign 
currency exchange rates that may affect the value of the Fund’s portfolio. In addition, the value of 
the securities underlying the depositary receipts may change materially when the U.S. markets are 
not open for trading, which will affect the value of the depositary receipts. Like direct investments 
in foreign securities, investments in depositary receipts involve political and economic risks distinct 
from those associated with investing in the securities of U.S. issuers.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement fails 
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to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater than, the 
full value of the derivative if the counterparty fails to perform its obligations. Counterparty risks are 
compounded by the fact that there are only a limited number of ways available to invest in certain 
reference assets, including A-Shares, and, therefore, there may be few counterparties to swaps based 
on those reference assets. Investments in derivatives may expose the Fund to leverage, which may 
cause the Fund to be more volatile than if it had not been leveraged. Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund.

Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.

Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

International Closed Market Trading Risk. Because substantially all of the Fund’s investments 
trade in markets that are closed when the Fund and Exchange are open, there are likely to be 
deviations between current pricing of an underlying security and stale pricing, resulting in the Fund 
trading at a discount or premium to NAV greater than those incurred by other ETFs.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed 
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on the Exchange, there can be no assurance that an active trading market for shares will develop or 
be maintained or that the Fund’s shares will continue to be listed.

Small Fund Risk. The Fund is small and does not yet have a signifi cant number of shares 
outstanding. Small funds are at greater risk than larger funds of wider bid-ask spreads for its shares, 
trading at a greater premium or discount to NAV, liquidation and/or a stop to trading.

Foreign Securities Risk. Investments in securities of non-U.S. issuers may be less liquid than 
investments in U.S. issuers as foreign trading markets are not typically as active as U.S. markets 
and may have less governmental regulation and oversight. For example, non-U.S. issuers may be 
subject to different accounting, auditing, fi nancial reporting and investor protection standards than 
U.S. issuers. As a result, there may be less information publicly available about non-U.S. issuers. 
Investments in non-U.S. securities also involve risk of loss due to foreign currency fl uctuations 
and political or economic instability. Foreign markets also may have clearance and settlement 
procedures that make it diffi cult for the Fund to buy and sell securities. These factors could result 
in a loss to the Fund by causing the Fund to be unable to dispose of an investment or to miss an 
attractive investment opportunity, or by causing the Fund’s assets to be uninvested for some period 
of time.

Frontier Markets Risk. Frontier market countries generally have smaller economies and less 
developed capital markets or legal, regulatory and political systems than traditional emerging market 
countries. As a result, the risks of investing in emerging market countries are magnifi ed in frontier 
market countries.

Geographic Focus Risk. The Fund’s investments may be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

South Korea Risk. The Fund is susceptible to adverse market, political, regulatory and 
geographic events affecting South Korea. The South Korean economy is dependent on the economies 
of other Asian countries, especially China and Southeast Asia, and the United States as key trading 
partners. Furthermore, South Korea’s economy may be signifi cantly affected by currency fl uctuations 
and increasing competition from Asia’s other low-cost emerging economies. Also, tensions with 
North Korea could escalate and lead to further uncertainty in the political and economic climate of 
South Korea.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane. The Fund will indirectly be 
exposed to the risks of investments by such funds. Moreover, the Fund will incur its pro rata share 
of the underlying fund’s expenses. Krane is subject to confl icts of interest in allocating Fund assets 
to investment companies that are advised, sponsored or otherwise serviced by Krane and/or its 
affi liates. To the extent that the Fund invests in investment companies or other pooled investment 
vehicles that are not registered pursuant to the 1940 Act, including foreign investment companies, it 
will not enjoy the protections of the 1940 Act.

Large Capitalization Company Risk. Investments in large capitalization companies may go in and out 
of favor based on market and economic conditions and may underperform other market segments. 
Some large capitalization companies may be unable to respond quickly to new competitive challenges 
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and attain the high growth rate of successful smaller companies, especially during extended periods 
of economic expansion. As such, returns on investments in stocks of large capitalization companies 
could trail the returns on investments in stocks of small and mid capitalization companies.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.

Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold 
less than the total number of securities in the Underlying Index, the Fund is subject to management 
risk. This is the risk that the Adviser’s security selection process, which is subject to a number of 
constraints, may not produce the intended results.

Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion of 
its assets in fewer issuers than a diversifi ed fund, changes in the market value of a single portfolio 
holding could cause greater fl uctuations in the Fund’s share price than would occur in a diversifi ed 
fund. This may increase the Fund’s volatility and cause the performance of a single portfolio holding 
or a relatively small number of portfolio holdings to have a greater impact on the Fund’s performance.

Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.
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Small and Mid-Capitalization Company Risk. Investing in the securities of small and medium 
capitalization companies involves greater risk and the possibility of greater price volatility than investing 
in larger capitalization companies and more established companies. Since small and medium-sized 
companies may have limited operating histories, product lines and fi nancial resources, the securities 
of these companies may lack suffi cient market liquidity and can be sensitive to expected changes in 
interest rates, borrowing costs and earnings.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed 
in the same manner as an ordinary corporation, and distributions to its shareholders would not be 
deductible by the Fund in computing its taxable income, which would adversely affect the Fund’s 
performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.

Performance Information

Once the Fund has completed a full calendar year of operations, a bar chart and table will be 
included in this Prospectus that will provide some indication of the risks of investing in the Fund 
by showing the variability of the Fund’s return based on net assets and comparing the variability 
of the Fund’s return to a broad measure of market performance. Once available, the Fund’s current 
performance information will be available at www.kraneshares.com. Past performance does not 
necessarily indicate how the Fund will perform in the future.
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Management

Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund.

Portfolio Managers

Mark Schlarbaum, Managing Partner of the Adviser, has served as the lead portfolio manager 
of the Fund since 2017. Jonathan Shelon, Managing Partner and Chief Operating Offi cer of the 
Adviser, also serves as a portfolio manager of the Fund. Mr. Shelon supports Mr. Schlarbaum and 
Krane’s investment team for the Fund and has been a portfolio manager of the Fund since 2018. 
Mr. Schlarbaum will continue to serve as the Fund’s lead portfolio manager.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income, qualifi ed dividend income or capital 
gains (or a combination), unless your investment is in an IRA or other tax-advantaged retirement 
account, which may be taxable upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares Emerging Markets Healthcare Index ETF (the “Fund”) seeks to provide investment 
results that, before fees and expenses, track the price and yield performance of a specifi c equity 
securities index. The Fund’s current index is the Solactive Emerging Markets Healthcare Index (the 
“Underlying Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . None

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment) .  .  .  .  .

Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.78%

Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00%

Other Expenses**  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.01% 

Total Annual Fund Operating Expenses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.79%

* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.
** Based on estimated amounts for the current fi scal year.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same each year. This Example does not refl ect any 
brokerage commissions that you may pay on purchases and sales of your shares. Although your 
actual costs may be higher or lower, based on these assumptions, whether you do or do not sell your 
shares, your costs would be:

1 Year 3 Years

$81 $252

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
Because the Fund had not commenced investment operations prior to its fi scal year ended March 31, 
2018, it does not have portfolio turnover information for the prior fi scal year to report.
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Principal Investment Strategies

Under normal circumstances, the Fund will invest at least 80% of its total assets in components 
of the Underlying Index, depositary receipts, including American depositary receipts (“ADRs”), 
representing such components, and securities underlying depositary receipts in the Underlying 
Index. The Underlying Index is a free fl oat adjusted market capitalization weighted index designed 
to track the equity market performance of emerging market companies in the healthcare business. 
Securities eligible for inclusion in the Underlying Index include those issued by companies classifi ed 
by FactSet Revere Business Industry Classifi cation as being engaged in the health technology or 
health services industries. The types of companies that may be included in the Underlying Index 
include those engaged in the pharmaceuticals, biotechnology, medical specialties, managed health 
care, hospital/nursing management, medical/nursing services and services to the health industry 
businesses. Emerging market companies include those incorporated in Brazil, Chile, China, Czech 
Republic, Colombia, Egypt, Greece, Hungary, India, Indonesia, Malaysia, Mexico, Peru, Philippines, 
Poland, Qatar, Russia, South Africa, Thailand, Turkey or United Arab Emirates. The Underlying Index 
may include small-cap, mid-cap and large-cap companies.

The Underlying Index applies the following screens so that the securities eligible for inclusion in the 
Underlying Index, at the time of rebalance: (1) are issued by companies with a minimum market 
capitalization of $100 million; (2) have a minimum average daily trading volume of $1 million as 
measured over the last six months; (3) must have traded on 90% of the eligible trading days over 
the last one-month and six month periods; and (4) trade at a price below $10,000 per share. If the 
stock does not have a trading history of six months, the stock must have started trading at least three 
months before being added to the Underlying Index and must have traded on 90% of the eligible 
trading days during such time. The Underlying Index includes only securities of issuers that have a 
free fl oat market capitalization of 10% or more of their total market capitalization. Free-fl oat market 
capitalization is calculated by multiplying a security’s price by the number of shares available in the 
market, rather than the total number of shares outstanding.

The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying 
Index, but that Krane believes will help the Fund track the Underlying Index. These investments may 
include equity securities and depositary receipts of issuers whose securities are not components 
of the Underlying Index, derivative instruments (including swaps, futures, forwards, structured notes 
and options), other investment companies (including ETFs) and cash or cash equivalents (including 
money market funds). The other investment companies in which the Fund may invest may be advised, 
sponsored or otherwise serviced by Krane and/or its affi liates.

The following China-related securities may be included in the Underlying Index and/or represent 
investments of the Fund:

 • China A-Shares, which are shares of companies incorporated in mainland China and traded 
on the Chinese exchanges. China A-Shares are primarily purchased and sold in the domestic 
Chinese market. To the extent the Fund invests in China A-Shares, it expects to do so through the 
Shanghai-Hong Kong Stock Connect Program or Shenzhen-Hong Kong Stock Connect Program 
(“Stock Connect Programs”). A Renminbi Qualifi ed Foreign Institutional Investor (“RQFII”) or 
Qualifi ed Foreign Institutional Investor (“QFII”) license may also be acquired to invest directly in 
China A-Shares.
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 • China B Shares, which are shares of companies listed on the Shanghai or Shenzhen Stock 
Exchange but quoted and traded in foreign currencies (such as Hong Kong Dollars or U.S. Dollars), 
which were primarily created for trading by foreign investors.

 • China H Shares, which are shares of companies incorporated in mainland China and listed on 
the Hong Kong Stock Exchange (“H-Shares”), where they are traded in Hong Kong dollars and 
may be traded by foreign investors.

 • China N Shares, which are shares of companies with business operations in mainland China and 
listed on an American stock exchange, such as NYSE or NASDAQ (“N-Shares”).

 • P-Chips, which are shares of private sector companies with a majority of their business operations 
in mainland China and controlling private Chinese shareholders, which are incorporated outside 
of mainland China and traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • Red Chips, which are shares of companies with a majority of their business operations in 
mainland China and controlled by the central, provincial or municipal governments of the PRC, 
whose shares are traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • S-Chips, which are shares of companies with business operations in mainland China and listed 
on the Singapore Exchange. S-Chip shares are issued by companies incorporated anywhere, but 
many are registered in Singapore, the British Virgin Islands, the Cayman Islands, or Bermuda.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, 
the Fund expects to use representative sampling to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to the Underlying Index.

As of June 30, 2018, the Underlying Index included approximately 84 securities of companies with 
a market capitalization range of $790 million to $39 billion and an average market capitalization of 
$11.56 billion. The Underlying Index is rebalanced quarterly.

The Fund may engage in securities lending.

The Fund is non-diversifi ed. To the extent the Underlying Index is concentrated in a particular industry, 
the Fund is expected to be concentrated in that industry. The Underlying Index includes securities of 
issuers engaged in the healthcare sector, but its exposure to the industries within that sector are not 
fi xed and subject to change.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
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In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.

In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

A-Shares Risk. A-Shares are issued by companies incorporated in mainland China and are 
traded on Chinese exchanges. Investments in A-Shares are made available to domestic Chinese 
investors and certain foreign investors, including those who have been approved as a QFII or a RQFII 
and through the Stock Connect Programs. Investments by foreign investors in A-Shares are subject 
to various restrictions, regulations and limits. To the extent it invests in A-Shares, the Fund currently 
intends to gain exposure to A-Shares through the Stock Connect Programs. The Fund may also gain 
exposure to A-Shares by investing in investments that provide exposure to A-Shares, such as other 
investment companies, or Krane may acquire a QFII or RQFII license to invest in A-Shares for the 
Fund. Investments in A-Shares are heavily regulated and the recoupment and repatriation of assets 
invested in A-Shares is subject to restrictions by the Chinese government. A-Shares may be subject 
to frequent and widespread trading halts and may become illiquid. This could cause volatility in the 
Fund’s share price and subject the Fund to a greater risk of trading halts.

Custody Risks. In accordance with Chinese regulations and the terms of a QFII or RQFII 
license, as applicable, and insofar as Krane acquires a QFII or RQFII license, A-Shares will be held in 
the joint names of the Fund and Krane. While Krane may not use such an account for any purpose 
other than for maintaining the Fund’s assets, the Fund’s assets may not be as well protected as they 
would be if it were possible for them to be registered and held solely in the name of the Fund. There 
is a risk that creditors of Krane may assert that the securities are owned by Krane and that regulatory 
actions taken against Krane may affect the Fund. The risk is particularly acute in the case of cash 
deposited with a PRC sub-custodian (“PRC Custodian”) because it may not be segregated, and it 
may be treated as a debt owing from the PRC Custodian to the Fund as a depositor. Thus, in the event 
of a PRC Custodian bankruptcy, liquidation, or similar event, the Fund may face diffi culties and/or 
encounter delays in recovering its cash.

Tax Risk. Per a circular (Caishui [2014] 79), the Fund is expected to be temporarily 
exempt from the Chinese withholding tax (“WHT”) on capital gains on trading in A-Shares as of 
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November 17, 2014. There is no indication as to how long the temporary exemption will remain 
in effect. Accordingly, the Fund may be subject to such taxes in the future. If the Fund expects 
such WHT on trading in A-Shares to be imposed, it reserves the right to establish a reserve for 
such tax, although it currently does not do so. If the Fund establishes such a reserve but is not 
ultimately subject to the tax, shareholders who redeemed or sold their shares while the reserve 
was in place will effectively bear the tax and may not benefi t from the later release, if any, of the 
reserve. Conversely, if the Fund does not establish such a reserve but ultimately is subject to the tax, 
shareholders who redeemed or sold their shares prior to the tax being withheld, reserved or paid will 
have effectively avoided the tax, even if they benefi ted from the trading that precipitated the Fund’s 
payment of it. Investors should note that such provision may be excessive or inadequate to meet 
actual WHT liabilities (which could include interest and penalties) on the Fund’s investments. As a 
result, investors may be advantaged or disadvantaged depending on the fi nal rules of the relevant 
PRC tax authorities.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

Stock Connect Program Risk. The Stock Connect Programs are subject to daily and aggregate 
quota limitations, and an investor cannot purchase and sell the same security on the same trading 
day, which may restrict the Fund’s ability to invest in A-Shares through the Programs and to enter into 
or exit trades on a timely basis. The Shanghai and Shenzhen markets may be open at a time when 
the Stock Connect Programs are not active, with the result that prices of A-Shares may fl uctuate at 
times when the Fund is unable to add to or exit its positions. Because the Stock Connect Programs 
are new, the actual effect on the market for trading A-Shares with the introduction of large numbers 
of foreign investors is still relatively unknown. Further, regulations or restrictions, such as limitations 
on redemptions or suspension of trading, may adversely impact the program. There is no guarantee 
that the Shanghai, Shenzhen and Hong Kong Stock Exchanges will continue to support the Stock 
Connect Programs in the future.

B-Shares Risk. The China B-Share market is generally smaller, less liquid and has a smaller 
issuer base than the China A-Share market. The issuers that compose the B-Share market include 
a broad range of companies, including companies with large, medium and small capitalizations. 
Further, the B-Shares market may behave very differently from other portions of the Chinese equity 
markets, and there may be little to no correlation between the performance of the two.
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H-Shares Risk. H-Shares are foreign securities which, in addition to the risks described 
herein, are subject to the risk that the Hong Kong stock market may behave very differently from the 
mainland Chinese stock market. There may be little to no correlation between the performance of the 
Hong Kong stock market and the mainland Chinese stock market.

N-Shares Risk. N-Shares are securities of companies with business operations in mainland 
China and listed on an American stock exchange, such as the NYSE or NASDAQ. Because companies 
issuing N-Shares have business operations in China, they are subject to certain political and 
economic risks in China. The American stock market may behave very differently from the mainland 
Chinese stock market, and there may be little to no correlation between the performance of the two.

P-Chip Companies Risk. P-Chip companies are often run by the private sector and have a 
majority of their business operations in mainland China. P-Chip shares are traded in Hong Kong 
dollars on the Hong Kong Stock Exchange, and may also be traded by foreigners. Because they 
are traded on the Hong Kong Stock Exchange, P-Chips are also subject to risks similar to those 
associated with investments in H Shares. They are also subject to risks affecting their jurisdiction of 
incorporation, including any legal or tax changes.

Red Chip Companies Risk. Red Chip companies are controlled, either directly or indirectly, 
by the central, provincial or municipal governments of the PRC. Red Chip shares are traded in 
Hong Kong dollars on the Hong Kong Stock Exchange and may also be traded by foreigners. Because 
Red Chip companies are controlled by various PRC governmental authorities, investing in Red Chips 
involves risks that political changes, social instability, regulatory uncertainty, adverse diplomatic 
developments, asset expropriation or nationalization, or confi scatory taxation could adversely affect 
the performance of Red Chip companies. Red Chip companies may be less effi ciently run and less 
profi table than other companies.

S-Chip Companies Risk. The Fund may invest in shares of companies with business 
operations in mainland China and listed on the Singapore Exchange (“S Chips”). S-Chip shares 
are issued by companies incorporated anywhere, but many are registered in Singapore, the British 
Virgin Islands, the Cayman Islands, or Bermuda. They are subject to risks affecting their jurisdiction 
of incorporation, including any legal or tax changes. S Chip companies may or may not be owned at 
least in part by a Chinese central, provincial or municipal government and be subject to the types of 
risks that come with such ownership described herein.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries). While the Fund’s industry exposure 
is expected to vary over time based on the composition of the Underlying Index, the Fund is currently 
subject to the principal risks described below. The Fund may have signifi cant exposure to different 
industries over time.

Healthcare Sector Risk. The profi tability of companies in the healthcare sector may be 
affected by government regulations and government healthcare programs, government reimbursement 
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for medical expenses, increases or decreases in the cost of medical products and services, limited 
product lines, increased emphasis on the delivery of healthcare through outpatient services and 
product liability claims. Many healthcare companies are heavily dependent on patent protection, 
which may be time consuming and costly, and the expiration of a company’s patent may adversely 
affect that company’s profi tability. Healthcare companies are subject to competitive forces that may 
result in pricing pressure, including price discounting, and may be thinly capitalized and susceptible 
to product obsolescence. Many new products in the healthcare sector require signifi cant research 
and development and may be subject to regulatory approvals, which may be time consuming and 
costly and with no guarantee that the product will come to market.

Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the Fund may 
lose value if the local currency of a foreign market depreciates against the U.S. dollar, even if the 
local currency value of the Fund’s holdings goes up. Currency exchange rates can be very volatile 
and can change quickly and unpredictably, which may adversely affect the Fund. The Fund may also 
be subject to delays in converting or transferring U.S. dollars to foreign currencies for the purpose 
of purchasing portfolio investments. This may hinder the Fund’s performance, including because any 
delay could result in the Fund missing an investment opportunity and purchasing securities at a 
higher price than originally intended, or incurring cash drag.

Depositary Receipts Risk. The Fund may hold the securities of foreign companies in the form 
of depositary receipts, including American Depositary Receipts and Global Depositary Receipts. 
Investing in depositary receipts entails the risks associated with foreign investments. The underlying 
securities of the depositary receipts in the Fund’s portfolio are subject to fl uctuations in foreign 
currency exchange rates that may affect the value of the Fund’s portfolio. In addition, the value of 
the securities underlying the depositary receipts may change materially when the U.S. markets are 
not open for trading, which will affect the value of the depositary receipts. Like direct investments 
in foreign securities, investments in depositary receipts involve political and economic risks distinct 
from those associated with investing in the securities of U.S. issuers.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement fails 
to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater than, the 
full value of the derivative if the counterparty fails to perform its obligations. Counterparty risks are 
compounded by the fact that there are only a limited number of ways available to invest in certain 
reference assets, including A-Shares, and, therefore, there may be few counterparties to swaps based 
on those reference assets. Investments in derivatives may expose the Fund to leverage, which may 
cause the Fund to be more volatile than if it had not been leveraged. Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund.

Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
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economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.

Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only in large 
blocks called Creation Units and only to “Authorized Participants.” Unlike many other ETFs, however, 
the Fund expects to effect its creations and redemptions at least partially or fully for cash, rather than 
in-kind securities. Thus, an investment in the Fund may be less tax-effi cient than an investment in 
other ETFs as the Fund may recognize a capital gain that it could have avoided by making redemptions 
in-kind. As a result, the Fund may pay out higher capital gains distributions than ETFs that redeem 
in-kind. Further, paying redemption proceeds in cash rather than through in-kind delivery of portfolio 
securities may require the Fund to dispose of or sell portfolio investments to obtain the cash needed 
to distribute redemption proceeds at an inopportune time.

International Closed Market Trading Risk. Because substantially all of the Fund’s investments 
trade in markets that are closed when the Fund and Exchange are open, there are likely to be 
deviations between current pricing of an underlying security and stale pricing, resulting in the Fund 
trading at a discount or premium to NAV greater than those incurred by other ETFs.

New Fund Risk. The Fund is new and does not yet have shares outstanding. If the Fund does 
not grow in size, it will be at greater risk than larger funds of wider bid-ask spreads for its shares, 
trading at a greater premium or discount to NAV, liquidation and/or a stop to trading.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
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be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed 
on the Exchange, there can be no assurance that an active trading market for shares will develop or 
be maintained or that the Fund’s shares will continue to be listed.

Foreign Securities Risk. Investments in securities of non-U.S. issuers may be less liquid than 
investments in U.S. issuers as foreign trading markets are not typically as active as U.S. markets 
and may have less governmental regulation and oversight. For example, non-U.S. issuers may be 
subject to different accounting, auditing, fi nancial reporting and investor protection standards than 
U.S. issuers. As a result, there may be less information publicly available about non-U.S. issuers. 
Investments in non-U.S. securities also involve risk of loss due to foreign currency fl uctuations 
and political or economic instability. Foreign markets also may have clearance and settlement 
procedures that make it diffi cult for the Fund to buy and sell securities. These factors could result 
in a loss to the Fund by causing the Fund to be unable to dispose of an investment or to miss an 
attractive investment opportunity, or by causing the Fund’s assets to be uninvested for some period 
of time.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane. The Fund will indirectly be 
exposed to the risks of investments by such funds. Moreover, the Fund will incur its pro rata share 
of the underlying fund’s expenses. Krane is subject to confl icts of interest in allocating Fund assets 
to investment companies that are advised, sponsored or otherwise serviced by Krane and/or its 
affi liates. To the extent that the Fund invests in investment companies or other pooled investment 
vehicles that are not registered pursuant to the 1940 Act, including foreign investment companies, it 
will not enjoy the protections of the 1940 Act.

Large Capitalization Company Risk. Investments in large capitalization companies may go in and out 
of favor based on market and economic conditions and may underperform other market segments. 
Some large capitalization companies may be unable to respond quickly to new competitive challenges 
and attain the high growth rate of successful smaller companies, especially during extended periods 
of economic expansion. As such, returns on investments in stocks of large capitalization companies 
could trail the returns on investments in stocks of small and mid capitalization companies.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.

Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold 
less than the total number of securities in the Underlying Index, the Fund is subject to management 
risk. This is the risk that the Adviser’s security selection process, which is subject to a number of 
constraints, may not produce the intended results.
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Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion of 
its assets in fewer issuers than a diversifi ed fund, changes in the market value of a single portfolio 
holding could cause greater fl uctuations in the Fund’s share price than would occur in a diversifi ed 
fund. This may increase the Fund’s volatility and cause the performance of a single portfolio holding 
or a relatively small number of portfolio holdings to have a greater impact on the Fund’s performance.

Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.

Small and Mid-Capitalization Company Risk. Investing in the securities of small and medium 
capitalization companies involves greater risk and the possibility of greater price volatility than investing 
in larger capitalization companies and more established companies. Since small and medium-sized 
companies may have limited operating histories, product lines and fi nancial resources, the securities 
of these companies may lack suffi cient market liquidity and can be sensitive to expected changes in 
interest rates, borrowing costs and earnings.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed 
in the same manner as an ordinary corporation, and distributions to its shareholders would not be 
deductible by the Fund in computing its taxable income, which would adversely affect the Fund’s 
performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
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to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.

Performance Information

Once the Fund has completed a full calendar year of operations, a bar chart and table will be 
included in this Prospectus that will provide some indication of the risks of investing in the Fund 
by showing the variability of the Fund’s return based on net assets and comparing the variability 
of the Fund’s return to a broad measure of market performance. Once available, the Fund’s current 
performance information will be available at www.kraneshares.com. Past performance does not 
necessarily indicate how the Fund will perform in the future.

Management

Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund.

Portfolio Managers

Mark Schlarbaum, Managing Partner of the Adviser, has served as the lead portfolio manager of the 
Fund since the Fund’s inception. Jonathan Shelon, Managing Partner and Chief Operating Offi cer of 
the Adviser, also serves as a portfolio manager of the Fund. Mr. Shelon supports Mr. Schlarbaum and 
Krane’s investment team for the Fund and has been a portfolio manager of the Fund since 2018. 
Mr. Schlarbaum will continue to serve as the Fund’s lead portfolio manager.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
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shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income, qualifi ed dividend income or capital 
gains (or a combination), unless your investment is in an IRA or other tax-advantaged retirement 
account, which may be taxable upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares MSCI All China Consumer Discretionary Index ETF (the “Fund”) seeks to provide 
investment results that, before fees and expenses, track the price and yield performance of a specifi c 
foreign equity securities index. The Fund’s current index is the MSCI China All Shares Consumer 
Discretionary 10/40 Index (the “Underlying Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . None 

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.78% 

Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00% 

Other Expenses**  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.01% 

Total Annual Fund Operating Expenses .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.79% 

* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.
** Based on estimated amounts for the current fi scal year.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same each year. This Example does not refl ect any 
brokerage commissions that you may pay on purchases and sales of your shares. Although your 
actual costs may be higher or lower, based on these assumptions, whether you do or do not sell your 
shares, your costs would be:

1 Year 3 Years

$81 $252

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
Because the Fund had not commenced investment operations prior to its fi scal year ended March 31, 
2018, it does not have portfolio turnover information for the prior fi scal year to report.
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Principal Investment Strategies

Under normal circumstances, the Fund will invest at least 80% of its total assets in components 
of the Underlying Index, depositary receipts, including American depositary receipts (“ADRs”), 
representing such components and securities underlying depositary receipts in the Underlying 
Index. The Underlying Index is a free fl oat adjusted market capitalization weighted index (subject 
to the modifi cations described below) designed to track the equity market performance of Chinese 
companies engaged in the consumer discretionary sector. The securities eligible for inclusion in the 
Underlying Index include all types of publicly issued shares of Chinese issuers, such as A-Shares, 
B-Shares, H-Shares, P-Chips and Red Chips, which are described below. Issuers eligible for inclusion 
must be classifi ed under the Global Industry Classifi cation Standard as engaged in the consumer 
discretionary sector. The issuers included in the Underlying Index may include small-cap, mid-cap 
and large-cap companies.

To determine the investable universe of Chinese equity securities for the Underlying Index, the index 
provider, MSCI, Inc. (“Index Provider”), applies investibility screens to individual securities within the 
consumer discretionary sector based on the MSCI Global Investable Market Indexes Methodology, 
along with MSCI’s investability and minimum size criteria for emerging markets. The Index Provider 
applies these investibility screens so that the securities eligible for inclusion in the Underlying Index, 
at the time of each rebalance must, among other things: (1) come from issuers comprising the 
top 85% (based on market capitalization) of the investable equity universe and (2) meet certain 
minimum liquidity requirements as measured by their three-month and 12-month annual traded 
value ratios and three-month frequency of trading percentage over the prior year.

The Underlying Index is weighted according to each component’s free-fl oat adjusted market 
capitalization, which is calculated based on the component’s price multiplied by its Foreign Inclusion 
Factor (“FIF”), but is modifi ed so that, as of the rebalance date, no issuer constitutes more than 10% 
of the Underlying Index and so that, in the aggregate, issuers that would represent more than 5% of 
the Underlying Index represent no more than 40% of the Underlying Index (“10/40 Cap”). The FIF of 
a security is defi ned as the proportion of shares outstanding that is available for investment in the 
public equity markets by foreign investors. For China A-Shares, an FIF of 100% is applied to their 
free-fl oat adjusted market capitalization for calculating their fi nal weight in the Underlying Index.

The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying 
Index, but that Krane believes will help the Fund track the Underlying Index. These investments may 
include equity securities and depositary receipts of issuers whose securities are not components of 
the Underlying Index, derivative instruments (including swaps, futures, structured notes and options), 
other investment companies (including ETFs) and cash or cash equivalents (including money market 
funds). The other investment companies in which the Fund may invest may be advised, sponsored or 
otherwise serviced by Krane and/or its affi liates.

The following China-related securities may be included in the Underlying Index and/or represent 
investments of the Fund:

 • China A-Shares, which are shares of companies incorporated in mainland China and traded 
on the Chinese exchanges. China A-Shares are primarily purchased and sold in the domestic 
Chinese market. To the extent the Fund invests in China A-Shares, it expects to do so through 
the Shanghai-Hong Kong Stock Connect Program or Shenzhen-Hong Kong Stock Connect 
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Program (“Stock Connect Programs”). A Renminbi Qualifi ed Foreign Institutional Investor (“RQFII”) 
or Qualifi ed Foreign Institutional Investor (“QFII”) license may also be acquired to invest directly 
in China A-Shares.

 • China B Shares, which are shares of companies listed on the Shanghai or Shenzhen Stock 
Exchange but quoted and traded in foreign currencies (such as Hong Kong Dollars or U.S. Dollars), 
which were primarily created for trading by foreign investors.

 • China H Shares, which are shares of companies incorporated in mainland China and listed on 
the Hong Kong Stock Exchange (“H-Shares”), where they are traded in Hong Kong dollars and 
may be traded by foreign investors.

 • China N Shares, which are shares of companies with business operations in mainland China and 
listed on an American stock exchange, such as NYSE or NASDAQ (“N-Shares”).

 • P-Chips, which are shares of private sector companies with a majority of their business operations 
in mainland China and controlling private Chinese shareholders, which are incorporated outside 
of mainland China and traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • Red Chips, which are shares of companies with a majority of their business operations in 
mainland China and controlled by the central, provincial or municipal governments of the PRC, 
whose shares are traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • S-Chips, which are shares of companies with business operations in mainland China and listed 
on the Singapore Exchange. S-Chip shares are issued by companies incorporated anywhere, but 
many are registered in Singapore, the British Virgin Islands, the Cayman Islands, or Bermuda.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, 
the Fund expects to use representative sampling to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to the Underlying Index.

As of June 29, 2018, the Underlying Index included approximately 80 securities of companies 
with a market capitalization range of $513.67 million to $23.48 billion and an average market 
capitalization of $3.34 billion. The Underlying Index is rebalanced quarterly and whenever the 10/40 
Cap is breached, which may occur due to market movements.

The Fund may engage in securities lending.

The Fund is non-diversifi ed. To the extent the Underlying Index is concentrated in a particular industry, 
the Fund is expected to be concentrated in that industry. The Underlying Index includes securities of 
issuers engaged in the consumer discretionary sector, but its exposure to the industries within that 
sector are not fi xed and subject to change.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
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in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.

In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

A-Shares Risk. A-Shares are issued by companies incorporated in mainland China and are 
traded on Chinese exchanges. Investments in A-Shares are made available to domestic Chinese 
investors and certain foreign investors, including those who have been approved as a QFII or a RQFII 
and through the Stock Connect Programs. Investments by foreign investors in A-Shares are subject to 
various restrictions, regulations and limits. The Fund currently intends to gain exposure to A-Shares 
through the Stock Connect Programs. The Fund may also gain exposure to A-Shares by investing 
in investments that provide exposure to A-Shares, such as other investment companies, or Krane 
may acquire a QFII or RQFII license to invest in A-Shares for the Fund. Investments in A-Shares are 
heavily regulated and the recoupment and repatriation of assets invested in A-Shares is subject to 
restrictions by the Chinese government. A-Shares may be subject to frequent and widespread trading 
halts and may become illiquid. This could cause volatility in the Fund’s share price and subject the 
Fund to a greater risk of trading halts.

Custody Risks. In accordance with Chinese regulations and the terms of a QFII or RQFII 
license, as applicable, and insofar as Krane acquires a QFII or RQFII license, A-Shares will be held in 
the joint names of the Fund and Krane. While Krane may not use such an account for any purpose 
other than for maintaining the Fund’s assets, the Fund’s assets may not be as well protected as they 
would be if it were possible for them to be registered and held solely in the name of the Fund. There 
is a risk that creditors of Krane may assert that the securities are owned by Krane and that regulatory 



102

Fund Summary

KraneShares MSCI All China Consumer Discretionary Index ETF

actions taken against Krane may affect the Fund. The risk is particularly acute in the case of cash 
deposited with a PRC sub-custodian (“PRC Custodian”) because it may not be segregated, and it 
may be treated as a debt owing from the PRC Custodian to the Fund as a depositor. Thus, in the event 
of a PRC Custodian bankruptcy, liquidation, or similar event, the Fund may face diffi culties and/or 
encounter delays in recovering its cash.

Tax Risk. Per a circular (Caishui [2014] 79), the Fund is expected to be temporarily exempt 
from the Chinese withholding tax (“WHT”) on capital gains on trading in A-Shares as of November 17, 
2014. There is no indication as to how long the temporary exemption will remain in effect. Accordingly, 
the Fund may be subject to such taxes in the future. If the Fund expects such WHT on trading in 
A-Shares to be imposed, it reserves the right to establish a reserve for such tax, although it currently 
does not do so. If the Fund establishes such a reserve but is not ultimately subject to the tax, 
shareholders who redeemed or sold their shares while the reserve was in place will effectively bear 
the tax and may not benefi t from the later release, if any, of the reserve. Conversely, if the Fund does 
not establish such a reserve but ultimately is subject to the tax, shareholders who redeemed or sold 
their shares prior to the tax being withheld, reserved or paid will have effectively avoided the tax, 
even if they benefi ted from the trading that precipitated the Fund’s payment of it. Investors should 
note that such provision may be excessive or inadequate to meet actual WHT liabilities (which could 
include interest and penalties) on the Fund’s investments. As a result, investors may be advantaged 
or disadvantaged depending on the fi nal rules of the relevant PRC tax authorities.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

Stock Connect Program Risk. The Stock Connect Programs are subject to daily and aggregate 
quota limitations, and an investor cannot purchase and sell the same security on the same trading 
day, which may restrict the Fund’s ability to invest in A-Shares through the Programs and to enter into 
or exit trades on a timely basis. The Shanghai and Shenzhen markets may be open at a time when 
the Stock Connect Programs are not active, with the result that prices of A-Shares may fl uctuate at 
times when the Fund is unable to add to or exit its positions. Because the Stock Connect Programs 
are new, the actual effect on the market for trading A-Shares with the introduction of large numbers 
of foreign investors is still relatively unknown. Further, regulations or restrictions, such as limitations 
on redemptions or suspension of trading, may adversely impact the program. There is no guarantee 
that the Shanghai, Shenzhen and Hong Kong Stock Exchanges will continue to support the Stock 
Connect Programs in the future.
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B-Shares Risk. The China B-Share market is generally smaller, less liquid and has a smaller 
issuer base than the China A-Share market. The issuers that compose the B-Share market include 
a broad range of companies, including companies with large, medium and small capitalizations. 
Further, the B-Shares market may behave very differently from other portions of the Chinese equity 
markets, and there may be little to no correlation between the performance of the two.

H-Shares Risk. H-Shares are foreign securities which, in addition to the risks described 
herein, are subject to the risk that the Hong Kong stock market may behave very differently from the 
mainland Chinese stock market. There may be little to no correlation between the performance of the 
Hong Kong stock market and the mainland Chinese stock market.

N-Shares Risk. N-Shares are securities of companies with business operations in mainland 
China and listed on an American stock exchange, such as the NYSE or NASDAQ. Because companies 
issuing N-Shares have business operations in China, they are subject to certain political and 
economic risks in China. The American stock market may behave very differently from the mainland 
Chinese stock market, and there may be little to no correlation between the performance of the two.

P-Chip Companies Risk. P-Chip companies are often run by the private sector and have a 
majority of their business operations in mainland China. P-Chip shares are traded in Hong Kong 
dollars on the Hong Kong Stock Exchange, and may also be traded by foreigners. Because they 
are traded on the Hong Kong Stock Exchange, P-Chips are also subject to risks similar to those 
associated with investments in H Shares. They are also subject to risks affecting their jurisdiction of 
incorporation, including any legal or tax changes.

Red Chip Companies Risk. Red Chip companies are controlled, either directly or indirectly, 
by the central, provincial or municipal governments of the PRC. Red Chip shares are traded in Hong 
Kong dollars on the Hong Kong Stock Exchange and may also be traded by foreigners. Because 
Red Chip companies are controlled by various PRC governmental authorities, investing in Red Chips 
involves risks that political changes, social instability, regulatory uncertainty, adverse diplomatic 
developments, asset expropriation or nationalization, or confi scatory taxation could adversely affect 
the performance of Red Chip companies. Red Chip companies may be less effi ciently run and less 
profi table than other companies.

S-Chip Companies Risk. The Fund may invest in shares of companies with business 
operations in mainland China and listed on the Singapore Exchange (“S Chips”). S-Chip shares 
are issued by companies incorporated anywhere, but many are registered in Singapore, the British 
Virgin Islands, the Cayman Islands, or Bermuda. They are subject to risks affecting their jurisdiction 
of incorporation, including any legal or tax changes. S Chip companies may or may not be owned at 
least in part by a Chinese central, provincial or municipal government and be subject to the types of 
risks that come with such ownership described herein.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries). While the Fund’s industry exposure 
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is expected to vary over time based on the composition of the Underlying Index, the Fund is currently 
subject to the principal risks described below. The Fund may have signifi cant exposure to different 
industries over time.

Consumer Discretionary Sector Risk. The success of consumer product manufacturers and 
retailers is tied closely to the performance of the overall domestic and international economy, interest 
rates, competitive and consumer confi dence. Success depends heavily on disposable household 
income and consumer spending. Changes in demographics and consumer tastes can also affect the 
demand for, and success of, consumer products in the marketplace.

Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the Fund may 
lose value if the local currency of a foreign market depreciates against the U.S. dollar, even if the 
local currency value of the Fund’s holdings goes up. Currency exchange rates can be very volatile 
and can change quickly and unpredictably, which may adversely affect the Fund. The Fund may also 
be subject to delays in converting or transferring U.S. dollars to foreign currencies for the purpose 
of purchasing portfolio investments. This may hinder the Fund’s performance, including because any 
delay could result in the Fund missing an investment opportunity and purchasing securities at a 
higher price than originally intended, or incurring cash drag.

Depositary Receipts Risk. The Fund may hold the securities of foreign companies in the form 
of depositary receipts, including American Depositary Receipts and Global Depositary Receipts. 
Investing in depositary receipts entails the risks associated with foreign investments. The underlying 
securities of the depositary receipts in the Fund’s portfolio are subject to fl uctuations in foreign 
currency exchange rates that may affect the value of the Fund’s portfolio. In addition, the value of 
the securities underlying the depositary receipts may change materially when the U.S. markets are 
not open for trading, which will affect the value of the depositary receipts. Like direct investments 
in foreign securities, investments in depositary receipts involve political and economic risks distinct 
from those associated with investing in the securities of U.S. issuers.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement fails 
to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater than, the 
full value of the derivative if the counterparty fails to perform its obligations. Counterparty risks are 
compounded by the fact that there are only a limited number of ways available to invest in certain 
reference assets, including A-Shares, and, therefore, there may be few counterparties to swaps based 
on those reference assets. Investments in derivatives may expose the Fund to leverage, which may 
cause the Fund to be more volatile than if it had not been leveraged. Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund.

Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
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economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.

Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only in large 
blocks called Creation Units and only to “Authorized Participants.” Unlike many other ETFs, however, 
the Fund expects to effect its creations and redemptions at least partially or fully for cash, rather than 
in-kind securities. Thus, an investment in the Fund may be less tax-effi cient than an investment in 
other ETFs as the Fund may recognize a capital gain that it could have avoided by making redemptions 
in-kind. As a result, the Fund may pay out higher capital gains distributions than ETFs that redeem 
in-kind. Further, paying redemption proceeds in cash rather than through in-kind delivery of portfolio 
securities may require the Fund to dispose of or sell portfolio investments to obtain the cash needed 
to distribute redemption proceeds at an inopportune time.

International Closed Market Trading Risk. Because substantially all of the Fund’s investments 
trade in markets that are closed when the Fund and Exchange are open, there are likely to be 
deviations between current pricing of an underlying security and stale pricing, resulting in the Fund 
trading at a discount or premium to NAV greater than those incurred by other ETFs.

New Fund Risk. The Fund is new and does not yet have shares outstanding. If the Fund does 
not grow in size, it will be at greater risk than larger funds of wider bid-ask spreads for its shares, 
trading at a greater premium or discount to NAV, liquidation and/or a stop to trading.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
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be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed 
on the Exchange, there can be no assurance that an active trading market for shares will develop or 
be maintained or that the Fund’s shares will continue to be listed.

Foreign Securities Risk. Investments in securities of non-U.S. issuers may be less liquid than 
investments in U.S. issuers as foreign trading markets are not typically as active as U.S. markets 
and may have less governmental regulation and oversight. For example, non-U.S. issuers may be 
subject to different accounting, auditing, fi nancial reporting and investor protection standards than 
U.S. issuers. As a result, there may be less information publicly available about non-U.S. issuers. 
Investments in non-U.S. securities also involve risk of loss due to foreign currency fl uctuations and 
political or economic instability. Foreign markets also may have clearance and settlement procedures 
that make it diffi cult for the Fund to buy and sell securities. These factors could result in a loss to 
the Fund by causing the Fund to be unable to dispose of an investment or to miss an attractive 
investment opportunity, or by causing the Fund’s assets to be uninvested for some period of time.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

High Portfolio Turnover Risk. The Fund may incur high turnover rates, which may increase the Fund’s 
brokerage commission costs and negatively impact the Fund’s performance. Such portfolio turnover 
also may generate net short-term capital gains.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane. The Fund will indirectly be 
exposed to the risks of investments by such funds. Moreover, the Fund will incur its pro rata share 
of the underlying fund’s expenses. Krane is subject to confl icts of interest in allocating Fund assets 
to investment companies that are advised, sponsored or otherwise serviced by Krane and/or its 
affi liates. To the extent that the Fund invests in investment companies or other pooled investment 
vehicles that are not registered pursuant to the 1940 Act, including foreign investment companies, it 
will not enjoy the protections of the 1940 Act.

Large Capitalization Company Risk. Investments in large capitalization companies may go in and out 
of favor based on market and economic conditions and may underperform other market segments. 
Some large capitalization companies may be unable to respond quickly to new competitive challenges 
and attain the high growth rate of successful smaller companies, especially during extended periods 
of economic expansion. As such, returns on investments in stocks of large capitalization companies 
could trail the returns on investments in stocks of small and mid capitalization companies.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.
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Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold 
less than the total number of securities in the Underlying Index, the Fund is subject to management 
risk. This is the risk that the Adviser’s security selection process, which is subject to a number of 
constraints, may not produce the intended results.

Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion of 
its assets in fewer issuers than a diversifi ed fund, changes in the market value of a single portfolio 
holding could cause greater fl uctuations in the Fund’s share price than would occur in a diversifi ed 
fund. This may increase the Fund’s volatility and cause the performance of a single portfolio holding 
or a relatively small number of portfolio holdings to have a greater impact on the Fund’s performance.

Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.

Small and Mid-Capitalization Company Risk. Investing in the securities of small and medium 
capitalization companies involves greater risk and the possibility of greater price volatility than investing 
in larger capitalization companies and more established companies. Since small and medium-sized 
companies may have limited operating histories, product lines and fi nancial resources, the securities 
of these companies may lack suffi cient market liquidity and can be sensitive to expected changes in 
interest rates, borrowing costs and earnings.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed 
in the same manner as an ordinary corporation, and distributions to its shareholders would not be 
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deductible by the Fund in computing its taxable income, which would adversely affect the Fund’s 
performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.

Performance Information

Once the Fund has completed a full calendar year of operations, a bar chart and table will be 
included in this Prospectus that will provide some indication of the risks of investing in the Fund 
by showing the variability of the Fund’s return based on net assets and comparing the variability 
of the Fund’s return to a broad measure of market performance. Once available, the Fund’s current 
performance information will be available at www.kraneshares.com. Past performance does not 
necessarily indicate how the Fund will perform in the future.

Management

Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund.

Portfolio Managers

Mark Schlarbaum, Managing Partner of the Adviser, has served as the lead portfolio manager of the 
Fund since the Fund’s inception. Jonathan Shelon, Managing Partner and Chief Operating Offi cer of 
the Adviser, also serves as a portfolio manager of the Fund. Mr. Shelon supports Mr. Schlarbaum and 
Krane’s investment team for the Fund and has been a portfolio manager of the Fund since 2018. 
Mr. Schlarbaum will continue to serve as the Fund’s lead portfolio manager.
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Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income, qualifi ed dividend income or capital 
gains (or a combination), unless your investment is in an IRA or other tax-advantaged retirement 
account, which may be taxable upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares MSCI All China Consumer Staples Index ETF (the “Fund”) seeks to provide 
investment results that, before fees and expenses, track the price and yield performance of a specifi c 
foreign equity securities index. The Fund’s current index is the MSCI China All Shares Consumer 
Staples 10/40 Index (the “Underlying Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . None

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.78%

Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00%

Other Expenses**  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.01% 

Total Annual Fund Operating Expenses .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.79%

* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.
** Based on estimated amounts for the current fi scal year.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same each year. This Example does not refl ect any 
brokerage commissions that you may pay on purchases and sales of your shares. Although your 
actual costs may be higher or lower, based on these assumptions, whether you do or do not sell your 
shares, your costs would be:

1 Year 3 Years

$81 $252

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
Because the Fund had not commenced investment operations prior to its fi scal year ended March 31, 
2018, it does not have portfolio turnover information for the prior fi scal year to report.
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Principal Investment Strategies

Under normal circumstances, the Fund will invest at least 80% of its total assets in components 
of the Underlying Index, depositary receipts, including American depositary receipts (“ADRs”), 
representing such components and securities underlying depositary receipts in the Underlying 
Index. The Underlying Index is a free fl oat adjusted market capitalization weighted index (subject 
to the modifi cations described below) designed to track the equity market performance of Chinese 
companies engaged in the consumer staples sector. The securities eligible for inclusion in the 
Underlying Index include all types of publicly issued shares of Chinese issuers, such as A-Shares, 
B-Shares, H-Shares, P-Chips and Red Chips, which are described below. Issuers eligible for inclusion 
must be classifi ed under the Global Industry Classifi cation Standard as engaged in the consumer 
staples sector. The issuers included in the Underlying Index may include small-cap, mid-cap and 
large-cap companies.

To determine the investable universe of Chinese equity securities for the Underlying Index, the index 
provider, MSCI, Inc. (“Index Provider”), applies investibility screens to individual securities within 
the consumer staples sector based on the MSCI Global Investable Market Indexes Methodology, 
along with MSCI’s investability and minimum size criteria for emerging markets. The Index Provider 
applies these investibility screens so that the securities eligible for inclusion in the Underlying Index, 
at the time of rebalance must, among other things: (1) come from issuers comprising the top 85% 
(based on market capitalization) of the investable equity universe and (2) meet certain minimum 
liquidity requirements as measured by their three-month and 12-month annual traded value ratios 
and three-month frequency of trading percentage over the prior year.

The Underlying Index is weighted according to each component’s free-fl oat adjusted market 
capitalization, which is calculated based on the component’s price multiplied by its Foreign Inclusion 
Factor (“FIF”), but is modifi ed so that, as of the rebalance date, no issuer constitutes more than 10% 
of the Underlying Index and so that, in the aggregate, issuers that would represent more than 5% of 
the Underlying Index represent no more than 40% of the Underlying Index (“10/40 Cap”). The FIF of 
a security is defi ned as the proportion of shares outstanding that is available for investment in the 
public equity markets by foreign investors. For China A-Shares, an FIF of 100% is applied to their 
free-fl oat adjusted market capitalization for calculating their fi nal weight in the Underlying Index.

The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying 
Index, but that Krane believes will help the Fund track the Underlying Index. These investments may 
include equity securities and depositary receipts of issuers whose securities are not components of 
the Underlying Index, derivative instruments (including swaps, futures, structured notes and options), 
other investment companies (including ETFs) and cash or cash equivalents (including money market 
funds). The other investment companies in which the Fund may invest may be advised, sponsored or 
otherwise serviced by Krane and/or its affi liates.

The following China-related securities may be included in the Underlying Index and/or represent 
investments of the Fund:

 • China A-Shares, which are shares of companies incorporated in mainland China and traded 
on the Chinese exchanges. China A-Shares are primarily purchased and sold in the domestic 
Chinese market. To the extent the Fund invests in China A-Shares, it expects to do so through 
the Shanghai-Hong Kong Stock Connect Program or Shenzhen-Hong Kong Stock Connect 
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Program (“Stock Connect Programs”). A Renminbi Qualifi ed Foreign Institutional Investor (“RQFII”) 
or Qualifi ed Foreign Institutional Investor (“QFII”) license may also be acquired to invest directly 
in China A-Shares.

 • China B Shares, which are shares of companies listed on the Shanghai or Shenzhen Stock 
Exchange but quoted and traded in foreign currencies (such as Hong Kong Dollars or U.S. Dollars), 
which were primarily created for trading by foreign investors.

 • China H Shares, which are shares of companies incorporated in mainland China and listed on 
the Hong Kong Stock Exchange (“H-Shares”), where they are traded in Hong Kong dollars and 
may be traded by foreign investors.

 • China N Shares, which are shares of companies with business operations in mainland China and 
listed on an American stock exchange, such as NYSE or NASDAQ (“N-Shares”).

 • P-Chips, which are shares of private sector companies with a majority of their business operations 
in mainland China and controlling private Chinese shareholders, which are incorporated outside 
of mainland China and traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • Red Chips, which are shares of companies with a majority of their business operations in 
mainland China and controlled by the central, provincial or municipal governments of the PRC, 
whose shares are traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • S-Chips, which are shares of companies with business operations in mainland China and listed 
on the Singapore Exchange. S-Chip shares are issued by companies incorporated anywhere, but 
many are registered in Singapore, the British Virgin Islands, the Cayman Islands, or Bermuda.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, 
the Fund expects to use representative sampling to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to the Underlying Index.

As of June 29, 2018, the Underlying Index included approximately 41 securities of companies 
with a market capitalization range of $703.62 million to $14.24 billion and an average market 
capitalization of $3.8 billion. The Underlying Index is rebalanced quarterly and whenever the 10/40 
Cap is breached, which may occur due to market movements.

The Fund may engage in securities lending.

The Fund is non-diversifi ed. To the extent the Underlying Index is concentrated in a particular industry, 
the Fund is expected to be concentrated in that industry. The Underlying Index includes securities of 
issuers engaged in the consumer staples sector, but its exposure to the industries within that sector 
are not fi xed and subject to change.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
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in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.

In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

A-Shares Risk. A-Shares are issued by companies incorporated in mainland China and are 
traded on Chinese exchanges. Investments in A-Shares are made available to domestic Chinese 
investors and certain foreign investors, including those who have been approved as a QFII or a 
RQFII and through the Stock Connect Programs. Investments by other foreign investors in A-Shares 
are subject to various regulations and limits. To the extent it invests in A-Shares, the Fund currently 
intends to gain exposure to A-Shares through the Stock Connect Programs. The Fund may also 
gain exposure to A-Shares by investing in investments that provide exposure to A-Shares, such as 
other investment companies, or Krane may acquire a QFII or RQFII license to invest in A-Shares for 
the Fund. Investments in A-Shares are subject to various restrictions. Investments in A-Shares are 
heavily regulated and the recoupment and repatriation of assets invested in A-Shares is subject to 
restrictions by the Chinese government. A-Shares may be subject to frequent and widespread trading 
halts and may become illiquid. This could cause volatility in the Fund’s share price and subject the 
Fund to a greater risk of trading halts.

Custody Risks. In accordance with Chinese regulations and the terms of a QFII or RQFII 
license, as applicable, and insofar as Krane acquires a QFII or RQFII license, A-Shares will be held in 
the joint names of the Fund and Krane. While Krane may not use such an account for any purpose 
other than for maintaining the Fund’s assets, the Fund’s assets may not be as well protected as they 
would be if it were possible for them to be registered and held solely in the name of the Fund. There 



114

Fund Summary

KraneShares MSCI All China Consumer Staples Index ETF

is a risk that creditors of Krane may assert that the securities are owned by Krane and that regulatory 
actions taken against Krane may affect the Fund. The risk is particularly acute in the case of cash 
deposited with a PRC sub-custodian (“PRC Custodian”) because it may not be segregated, and it 
may be treated as a debt owing from the PRC Custodian to the Fund as a depositor. Thus, in the event 
of a PRC Custodian bankruptcy, liquidation, or similar event, the Fund may face diffi culties and/or 
encounter delays in recovering its cash.

Tax Risk. Per a circular (Caishui [2014] 79), the Fund is expected to be temporarily exempt 
from the Chinese withholding tax (“WHT”) on capital gains on trading in A-Shares as of November 17, 
2014. There is no indication as to how long the temporary exemption will remain in effect. Accordingly, 
the Fund may be subject to such taxes in the future. If the Fund expects such WHT on trading in 
A-Shares to be imposed, it reserves the right to establish a reserve for such tax, although it currently 
does not do so. If the Fund establishes such a reserve but is not ultimately subject to the tax, 
shareholders who redeemed or sold their shares while the reserve was in place will effectively bear 
the tax and may not benefi t from the later release, if any, of the reserve. Conversely, if the Fund does 
not establish such a reserve but ultimately is subject to the tax, shareholders who redeemed or sold 
their shares prior to the tax being withheld, reserved or paid will have effectively avoided the tax, 
even if they benefi ted from the trading that precipitated the Fund’s payment of it. Investors should 
note that such provision may be excessive or inadequate to meet actual WHT liabilities (which could 
include interest and penalties) on the Fund’s investments. As a result, investors may be advantaged 
or disadvantaged depending on the fi nal rules of the relevant PRC tax authorities.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

Stock Connect Program Risk. The Stock Connect Programs are subject to daily and aggregate 
quota limitations, and an investor cannot purchase and sell the same security on the same trading 
day, which may restrict the Fund’s ability to invest in A-Shares through the Programs and to enter into 
or exit trades on a timely basis. The Shanghai and Shenzhen markets may be open at a time when 
the Stock Connect Programs are not active, with the result that prices of A-Shares may fl uctuate at 
times when the Fund is unable to add to or exit its positions. Because the Stock Connect Programs 
are new, the actual effect on the market for trading A-Shares with the introduction of large numbers 
of foreign investors is still relatively unknown. Further, regulations or restrictions, such as limitations 
on redemptions or suspension of trading, may adversely impact the program. There is no guarantee 
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that the Shanghai, Shenzhen and Hong Kong Stock Exchanges will continue to support the Stock 
Connect Programs in the future.

B-Shares Risk. The China B-Share market is generally smaller, less liquid and has a smaller 
issuer base than the China A-Share market. The issuers that compose the B-Share market include 
a broad range of companies, including companies with large, medium and small capitalizations. 
Further, the B-Shares market may behave very differently from other portions of the Chinese equity 
markets, and there may be little to no correlation between the performance of the two.

H-Shares Risk. H-Shares are foreign securities which, in addition to the risks described 
herein, are subject to the risk that the Hong Kong stock market may behave very differently from the 
mainland Chinese stock market. There may be little to no correlation between the performance of the 
Hong Kong stock market and the mainland Chinese stock market.

N-Shares Risk. N-Shares are securities of companies with business operations in mainland 
China and listed on an American stock exchange, such as the NYSE or NASDAQ. Because companies 
issuing N-Shares have business operations in China, they are subject to certain political and 
economic risks in China. The American stock market may behave very differently from the mainland 
Chinese stock market, and there may be little to no correlation between the performance of the two.

P-Chip Companies Risk. P-Chip companies are often run by the private sector and have a 
majority of their business operations in mainland China. P-Chip shares are traded in Hong Kong 
dollars on the Hong Kong Stock Exchange, and may also be traded by foreigners. Because they 
are traded on the Hong Kong Stock Exchange, P-Chips are also subject to risks similar to those 
associated with investments in H Shares. They are also subject to risks affecting their jurisdiction of 
incorporation, including any legal or tax changes.

Red Chip Companies Risk. Red Chip companies are controlled, either directly or indirectly, 
by the central, provincial or municipal governments of the PRC. Red Chip shares are traded in Hong 
Kong dollars on the Hong Kong Stock Exchange and may also be traded by foreigners. Because 
Red Chip companies are controlled by various PRC governmental authorities, investing in Red Chips 
involves risks that political changes, social instability, regulatory uncertainty, adverse diplomatic 
developments, asset expropriation or nationalization, or confi scatory taxation could adversely affect 
the performance of Red Chip companies. Red Chip companies may be less effi ciently run and less 
profi table than other companies.

S-Chip Companies Risk. The Fund may invest in shares of companies with business 
operations in mainland China and listed on the Singapore Exchange (“S Chips”). S-Chip shares 
are issued by companies incorporated anywhere, but many are registered in Singapore, the British 
Virgin Islands, the Cayman Islands, or Bermuda. They are subject to risks affecting their jurisdiction 
of incorporation, including any legal or tax changes. S Chip companies may or may not be owned at 
least in part by a Chinese central, provincial or municipal government and be subject to the types of 
risks that come with such ownership described herein.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
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and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries). While the Fund’s industry exposure 
is expected to vary over time based on the composition of the Underlying Index, the Fund is currently 
subject to the principal risks described below. The Fund may have signifi cant exposure to different 
industries over time.

Consumer Staples Sector Risk. Companies in the consumer staples sector are subject to 
government regulation affecting the permissibility of using various food additives and production 
methods, which could affect company profi tability. Tobacco companies may be adversely affected by 
the adoption of proposed legislation and/or by litigation. Also, the success of food and soft drinks 
may be strongly affected by fads, marketing campaigns, changes in commodity prices and other 
factors affecting supply and demand.

Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the Fund may 
lose value if the local currency of a foreign market depreciates against the U.S. dollar, even if the 
local currency value of the Fund’s holdings goes up. Currency exchange rates can be very volatile 
and can change quickly and unpredictably, which may adversely affect the Fund. The Fund may also 
be subject to delays in converting or transferring U.S. dollars to foreign currencies for the purpose 
of purchasing portfolio investments. This may hinder the Fund’s performance, including because any 
delay could result in the Fund missing an investment opportunity and purchasing securities at a 
higher price than originally intended, or incurring cash drag.

Depositary Receipts Risk. The Fund may hold the securities of foreign companies in the form 
of depositary receipts, including American Depositary Receipts and Global Depositary Receipts. 
Investing in depositary receipts entails the risks associated with foreign investments. The underlying 
securities of the depositary receipts in the Fund’s portfolio are subject to fl uctuations in foreign 
currency exchange rates that may affect the value of the Fund’s portfolio. In addition, the value of 
the securities underlying the depositary receipts may change materially when the U.S. markets are 
not open for trading, which will affect the value of the depositary receipts. Like direct investments 
in foreign securities, investments in depositary receipts involve political and economic risks distinct 
from those associated with investing in the securities of U.S. issuers.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement fails 
to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater than, the 
full value of the derivative if the counterparty fails to perform its obligations. Counterparty risks are 
compounded by the fact that there are only a limited number of ways available to invest in certain 
reference assets, including A-Shares, and, therefore, there may be few counterparties to swaps based 
on those reference assets. Investments in derivatives may expose the Fund to leverage, which may 
cause the Fund to be more volatile than if it had not been leveraged. Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund.
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Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.

Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only in large 
blocks called Creation Units and only to “Authorized Participants.” Unlike many other ETFs, however, 
the Fund expects to effect its creations and redemptions at least partially or fully for cash, rather than 
in-kind securities. Thus, an investment in the Fund may be less tax-effi cient than an investment in 
other ETFs as the Fund may recognize a capital gain that it could have avoided by making redemptions 
in-kind. As a result, the Fund may pay out higher capital gains distributions than ETFs that redeem 
in-kind. Further, paying redemption proceeds in cash rather than through in-kind delivery of portfolio 
securities may require the Fund to dispose of or sell portfolio investments to obtain the cash needed 
to distribute redemption proceeds at an inopportune time.

International Closed Market Trading Risk. Because substantially all of the Fund’s investments 
trade in markets that are closed when the Fund and Exchange are open, there are likely to be 
deviations between current pricing of an underlying security and stale pricing, resulting in the Fund 
trading at a discount or premium to NAV greater than those incurred by other ETFs.

New Fund Risk. The Fund is new and does not yet have shares outstanding. If the Fund does 
not grow in size, it will be at greater risk than larger funds of wider bid-ask spreads for its shares, 
trading at a greater premium or discount to NAV, liquidation and/or a stop to trading.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
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proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed 
on the Exchange, there can be no assurance that an active trading market for shares will develop or 
be maintained or that the Fund’s shares will continue to be listed.

Foreign Securities Risk. Investments in securities of non-U.S. issuers may be less liquid than 
investments in U.S. issuers as foreign trading markets are not typically as active as U.S. markets 
and may have less governmental regulation and oversight. For example, non-U.S. issuers may be 
subject to different accounting, auditing, fi nancial reporting and investor protection standards than 
U.S. issuers. As a result, there may be less information publicly available about non-U.S. issuers. 
Investments in non-U.S. securities also involve risk of loss due to foreign currency fl uctuations and 
political or economic instability. Foreign markets also may have clearance and settlement procedures 
that make it diffi cult for the Fund to buy and sell securities. These factors could result in a loss to 
the Fund by causing the Fund to be unable to dispose of an investment or to miss an attractive 
investment opportunity, or by causing the Fund’s assets to be uninvested for some period of time.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

High Portfolio Turnover Risk. The Fund may incur high turnover rates, which may increase the Fund’s 
brokerage commission costs and negatively impact the Fund’s performance. Such portfolio turnover 
also may generate net short-term capital gains.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane. The Fund will indirectly be 
exposed to the risks of investments by such funds. Moreover, the Fund will incur its pro rata share 
of the underlying fund’s expenses. Krane is subject to confl icts of interest in allocating Fund assets 
to investment companies that are advised, sponsored or otherwise serviced by Krane and/or its 
affi liates. To the extent that the Fund invests in investment companies or other pooled investment 
vehicles that are not registered pursuant to the 1940 Act, including foreign investment companies, it 
will not enjoy the protections of the 1940 Act.

Large Capitalization Company Risk. Investments in large capitalization companies may go in and out 
of favor based on market and economic conditions and may underperform other market segments. 
Some large capitalization companies may be unable to respond quickly to new competitive challenges 
and attain the high growth rate of successful smaller companies, especially during extended periods 
of economic expansion. As such, returns on investments in stocks of large capitalization companies 
could trail the returns on investments in stocks of small and mid capitalization companies.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
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and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.

Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold 
less than the total number of securities in the Underlying Index, the Fund is subject to management 
risk. This is the risk that the Adviser’s security selection process, which is subject to a number of 
constraints, may not produce the intended results.

Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion of 
its assets in fewer issuers than a diversifi ed fund, changes in the market value of a single portfolio 
holding could cause greater fl uctuations in the Fund’s share price than would occur in a diversifi ed 
fund. This may increase the Fund’s volatility and cause the performance of a single portfolio holding 
or a relatively small number of portfolio holdings to have a greater impact on the Fund’s performance.

Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.

Small and Mid-Capitalization Company Risk. Investing in the securities of small and medium 
capitalization companies involves greater risk and the possibility of greater price volatility than investing 
in larger capitalization companies and more established companies. Since small and medium-sized 
companies may have limited operating histories, product lines and fi nancial resources, the securities 
of these companies may lack suffi cient market liquidity and can be sensitive to expected changes in 
interest rates, borrowing costs and earnings.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
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each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed 
in the same manner as an ordinary corporation, and distributions to its shareholders would not be 
deductible by the Fund in computing its taxable income, which would adversely affect the Fund’s 
performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.

Performance Information

Once the Fund has completed a full calendar year of operations, a bar chart and table will be 
included in this Prospectus that will provide some indication of the risks of investing in the Fund 
by showing the variability of the Fund’s return based on net assets and comparing the variability 
of the Fund’s return to a broad measure of market performance. Once available, the Fund’s current 
performance information will be available at www.kraneshares.com. Past performance does not 
necessarily indicate how the Fund will perform in the future.

Management

Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund.
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Portfolio Managers

Mark Schlarbaum, Managing Partner of the Adviser, has served as the lead portfolio manager of the 
Fund since the Fund’s inception. Jonathan Shelon, Managing Partner and Chief Operating Offi cer of 
the Adviser, also serves as a portfolio manager of the Fund. Mr. Shelon supports Mr. Schlarbaum and 
Krane’s investment team for the Fund and has been a portfolio manager of the Fund since 2018. 
Mr. Schlarbaum will continue to serve as the Fund’s lead portfolio manager.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income, qualifi ed dividend income or capital 
gains (or a combination), unless your investment is in an IRA or other tax-advantaged retirement 
account, which may be taxable upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares MSCI All China Health Care Index ETF (the “Fund”) seeks to provide investment 
results that, before fees and expenses, track the price and yield performance of a specifi c foreign 
equity securities index. The Fund’s current index is the MSCI China All Shares Health Care 10/40 
Index (the “Underlying Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . None

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.78%

Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00%

Other Expenses**  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.04%

Total Annual Fund Operating Expenses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.82%

*  Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.
** Based on estimated amounts for the current fi scal year.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same each year. This Example does not refl ect any 
brokerage commissions that you may pay on purchases and sales of your shares. Although your 
actual costs may be higher or lower, based on these assumptions, whether you do or do not sell your 
shares, your costs would be:

1 Year 3 Years

$84 $262

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
For the fi scal period from the Fund’s inception, January 31, 2018 to March 31, 2018, the Fund’s 
portfolio turnover rate was 0% of the average value of its portfolio.
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Principal Investment Strategies

Under normal circumstances, the Fund will invest at least 80% of its total assets in components 
of the Underlying Index, depositary receipts, including American depositary receipts (“ADRs”), 
representing such components and securities underlying depositary receipts in the Underlying 
Index. The Underlying Index is a free fl oat adjusted market capitalization weighted index designed to 
track the equity market performance of Chinese companies engaged in the healthcare sector. The 
securities eligible for inclusion in the Underlying Index include all types of publicly issued shares of 
Chinese issuers, such as A-Shares, B-Shares, H-Shares, P-Chips and Red Chips, which are described 
below. Issuers eligible for inclusion must be classifi ed under the Global Industry Classifi cation 
Standard as engaged in the healthcare sector. The issuers included in the Underlying Index may 
include small-cap, mid-cap and large-cap companies.

To determine the investable universe of Chinese equity securities for the Underlying Index, the index 
provider, MSCI, Inc. (“Index Provider”), applies investibility screens to individual securities within 
the healthcare sector based on the MSCI Global Investable Market Indexes Methodology, along 
with MSCI’s investability and minimum size criteria for emerging markets. The Index Provider applies 
these investibility screens so that the securities eligible for inclusion in the Underlying Index, at the 
time of each rebalance, must, among other things: (1) come from issuers comprising the top 85% 
(based on market capitalization) of the investable equity universe and (2) meet certain minimum 
liquidity requirements as measured by their three-month and 12-month annual traded value ratios 
and three-month frequency of trading percentage over the prior year.

The Underlying Index is weighted according to each component’s free-fl oat adjusted market 
capitalization, which is calculated based on the component’s price multiplied by its Foreign Inclusion 
Factor (“FIF”), but is modifi ed so that, as of the rebalance date, no issuer constitutes more than 10% 
of the Underlying Index and so that, in the aggregate, the individual issuers that would represent 
more than 5% of the Underlying Index represent no more than 40% of the Underlying Index (“10/40 
Cap”). The FIF of a security is defi ned as the proportion of shares outstanding that is available for 
investment in the public equity markets by foreign investors. For China A-Shares, an FIF of 100% 
is applied to their free-fl oat adjusted market capitalization for calculating their fi nal weight in the 
Underlying Index, which may be different from other foreign indices.

The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying 
Index, but that Krane believes will help the Fund track the Underlying Index. These investments may 
include equity securities and depositary receipts of issuers whose securities are not components of 
the Underlying Index, derivative instruments (including swaps, futures, structured notes and options), 
other investment companies (including ETFs) and cash or cash equivalents (including money market 
funds). The other investment companies in which the Fund may invest may be advised, sponsored or 
otherwise serviced by Krane and/or its affi liates.

The following China-related securities may be included in the Underlying Index and/or represent 
investments of the Fund:

 • China A-Shares, which are shares of companies incorporated in mainland China and traded 
on the Chinese exchanges. China A-Shares are primarily purchased and sold in the domestic 
Chinese market. To the extent the Fund invests in China A-Shares, it expects to do so through 
the Shanghai-Hong Kong Stock Connect Program or Shenzhen-Hong Kong Stock Connect 
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Program (“Stock Connect Programs”). A Renminbi Qualifi ed Foreign Institutional Investor (“RQFII”) 
or Qualifi ed Foreign Institutional Investor (“QFII”) license may also be acquired to invest directly 
in China A-Shares.

 • China B Shares, which are shares of companies listed on the Shanghai or Shenzhen Stock 
Exchange but quoted and traded in foreign currencies (such as Hong Kong Dollars or U.S. Dollars), 
which were primarily created for trading by foreign investors.

 • China H Shares, which are shares of companies incorporated in mainland China and listed on 
the Hong Kong Stock Exchange (“H-Shares”), where they are traded in Hong Kong dollars and 
may be traded by foreign investors.

 • China N Shares, which are shares of companies with business operations in mainland China and 
listed on an American stock exchange, such as NYSE or NASDAQ (“N-Shares”).

 • P-Chips, which are shares of private sector companies with a majority of their business operations 
in mainland China and controlling private Chinese shareholders, which are incorporated outside 
of mainland China and traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • Red Chips, which are shares of companies with a majority of their business operations in 
mainland China and controlled by the central, provincial or municipal governments of the PRC, 
whose shares are traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • S-Chips, which are shares of companies with business operations in mainland China and listed 
on the Singapore Exchange. S-Chip shares are issued by companies incorporated anywhere, but 
many are registered in Singapore, the British Virgin Islands, the Cayman Islands, or Bermuda.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, 
the Fund expects to use representative sampling to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to the Underlying Index.

As of June 29, 2018, the Underlying Index included approximately 58 securities of companies with 
a market capitalization range of $1.7 billion to $42.1 billion and an average market capitalization of 
$7.2 billion. The Underlying Index is rebalanced quarterly and whenever the 10/40 Cap is breached, 
which may occur due to market movements.

The Fund may engage in securities lending.

The Fund is non-diversifi ed. To the extent the Underlying Index is concentrated in a particular industry, 
the Fund is expected to be concentrated in that industry. The Underlying Index includes securities of 
issuers engaged in the healthcare sector, but its exposure to the industries within that sector are not 
fi xed and subject to change.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
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in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.

In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

A-Shares Risk. A-Shares are issued by companies incorporated in mainland China and are 
traded on Chinese exchanges. Investments in A-Shares are made available to domestic Chinese 
investors and certain foreign investors, including those who have been approved as a QFII or a RQFII 
and through the Stock Connect Programs. Investments by foreign investors in A-Shares are subject to 
various restrictions, regulations and limits. The Fund currently intends to gain exposure to A-Shares 
through the Stock Connect Programs. The Fund may also gain exposure to A-Shares by investing 
in investments that provide exposure to A-Shares, such as other investment companies, or Krane 
may acquire a QFII or RQFII license to invest in A-Shares for the Fund. Investments in A-Shares are 
heavily regulated and the recoupment and repatriation of assets invested in A-Shares is subject to 
restrictions by the Chinese government. A-Shares may be subject to frequent and widespread trading 
halts and may become illiquid. This could cause volatility in the Fund’s share price and subject the 
Fund to a greater risk of trading halts.

Custody Risks. In accordance with Chinese regulations and the terms of a QFII or RQFII 
license, as applicable, and insofar as Krane acquires a QFII or RQFII license, A-Shares will be held in 
the joint names of the Fund and Krane. While Krane may not use such an account for any purpose 
other than for maintaining the Fund’s assets, the Fund’s assets may not be as well protected as they 
would be if it were possible for them to be registered and held solely in the name of the Fund. There 
is a risk that creditors of Krane may assert that the securities are owned by Krane and that regulatory 
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actions taken against Krane may affect the Fund. The risk is particularly acute in the case of cash 
deposited with a PRC sub-custodian (“PRC Custodian”) because it may not be segregated, and it 
may be treated as a debt owing from the PRC Custodian to the Fund as a depositor. Thus, in the event 
of a PRC Custodian bankruptcy, liquidation, or similar event, the Fund may face diffi culties and/or 
encounter delays in recovering its cash.

Tax Risk. Per a circular (Caishui [2014] 79), the Fund is expected to be temporarily exempt 
from the Chinese withholding tax (“WHT”) on capital gains on trading in A-Shares as of November 17, 
2014. There is no indication as to how long the temporary exemption will remain in effect. Accordingly, 
the Fund may be subject to such taxes in the future. If the Fund expects such WHT on trading in 
A-Shares to be imposed, it reserves the right to establish a reserve for such tax, although it currently 
does not do so. If the Fund establishes such a reserve but is not ultimately subject to the tax, 
shareholders who redeemed or sold their shares while the reserve was in place will effectively bear 
the tax and may not benefi t from the later release, if any, of the reserve. Conversely, if the Fund does 
not establish such a reserve but ultimately is subject to the tax, shareholders who redeemed or sold 
their shares prior to the tax being withheld, reserved or paid will have effectively avoided the tax, 
even if they benefi ted from the trading that precipitated the Fund’s payment of it. Investors should 
note that such provision may be excessive or inadequate to meet actual WHT liabilities (which could 
include interest and penalties) on the Fund’s investments. As a result, investors may be advantaged 
or disadvantaged depending on the fi nal rules of the relevant PRC tax authorities.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

Stock Connect Program Risk. The Stock Connect Programs are subject to daily and aggregate 
quota limitations, and an investor cannot purchase and sell the same security on the same trading 
day, which may restrict the Fund’s ability to invest in A-Shares through the Programs and to enter into 
or exit trades on a timely basis. The Shanghai and Shenzhen markets may be open at a time when 
the Stock Connect Programs are not active, with the result that prices of A-Shares may fl uctuate at 
times when the Fund is unable to add to or exit its positions. Because the Stock Connect Programs 
are new, the actual effect on the market for trading A-Shares with the introduction of large numbers 
of foreign investors is still relatively unknown. Further, regulations or restrictions, such as limitations 
on redemptions or suspension of trading, may adversely impact the program. There is no guarantee 
that the Shanghai, Shenzhen and Hong Kong Stock Exchanges will continue to support the Stock 
Connect Programs in the future.
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B-Shares Risk. The China B-Share market is generally smaller, less liquid and has a smaller 
issuer base than the China A-Share market. The issuers that compose the B-Share market include 
a broad range of companies, including companies with large, medium and small capitalizations. 
Further, the B-Shares market may behave very differently from other portions of the Chinese equity 
markets, and there may be little to no correlation between the performance of the two.

H-Shares Risk. H-Shares are foreign securities which, in addition to the risks described 
herein, are subject to the risk that the Hong Kong stock market may behave very differently from the 
mainland Chinese stock market. There may be little to no correlation between the performance of the 
Hong Kong stock market and the mainland Chinese stock market.

N-Shares Risk. N-Shares are securities of companies with business operations in mainland 
China and listed on an American stock exchange, such as the NYSE or NASDAQ. Because companies 
issuing N-Shares have business operations in China, they are subject to certain political and 
economic risks in China. The American stock market may behave very differently from the mainland 
Chinese stock market, and there may be little to no correlation between the performance of the two.

P-Chip Companies Risk. P-Chip companies are often run by the private sector and have a 
majority of their business operations in mainland China. P-Chip shares are traded in Hong Kong 
dollars on the Hong Kong Stock Exchange, and may also be traded by foreigners. Because they 
are traded on the Hong Kong Stock Exchange, P-Chips are also subject to risks similar to those 
associated with investments in H Shares. They are also subject to risks affecting their jurisdiction of 
incorporation, including any legal or tax changes.

Red Chip Companies Risk. Red Chip companies are controlled, either directly or indirectly, 
by the central, provincial or municipal governments of the PRC. Red Chip shares are traded in Hong 
Kong dollars on the Hong Kong Stock Exchange and may also be traded by foreigners. Because 
Red Chip companies are controlled by various PRC governmental authorities, investing in Red Chips 
involves risks that political changes, social instability, regulatory uncertainty, adverse diplomatic 
developments, asset expropriation or nationalization, or confi scatory taxation could adversely affect 
the performance of Red Chip companies. Red Chip companies may be less effi ciently run and less 
profi table than other companies.

S-Chip Companies Risk. The Fund may invest in shares of companies with business 
operations in mainland China and listed on the Singapore Exchange (“S Chips”). S-Chip shares 
are issued by companies incorporated anywhere, but many are registered in Singapore, the British 
Virgin Islands, the Cayman Islands, or Bermuda. They are subject to risks affecting their jurisdiction 
of incorporation, including any legal or tax changes. S Chip companies may or may not be owned at 
least in part by a Chinese central, provincial or municipal government and be subject to the types of 
risks that come with such ownership described herein.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries). While the Fund’s industry exposure 
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is expected to vary over time based on the composition of the Underlying Index, the Fund is currently 
subject to the principal risks described below. The Fund may have signifi cant exposure to different 
industries over time.

Healthcare Sector Risk. The profi tability of companies in the healthcare sector may be 
affected by government regulations and government healthcare programs, government reimbursement 
for medical expenses, increases or decreases in the cost of medical products and services, limited 
product lines, increased emphasis on the delivery of healthcare through outpatient services and 
product liability claims. Many healthcare companies are heavily dependent on patent protection, 
which may be time consuming and costly, and the expiration of a company’s patent may adversely 
affect that company’s profi tability. Healthcare companies are subject to competitive forces that may 
result in pricing pressure, including price discounting, and may be thinly capitalized and susceptible 
to product obsolescence. Many new products in the healthcare sector require signifi cant research 
and development and may be subject to regulatory approvals, which may be time consuming and 
costly and with no guarantee that the product will come to market.

Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the Fund may 
lose value if the local currency of a foreign market depreciates against the U.S. dollar, even if the 
local currency value of the Fund’s holdings goes up. Currency exchange rates can be very volatile 
and can change quickly and unpredictably, which may adversely affect the Fund. The Fund may also 
be subject to delays in converting or transferring U.S. dollars to foreign currencies for the purpose 
of purchasing portfolio investments. This may hinder the Fund’s performance, including because any 
delay could result in the Fund missing an investment opportunity and purchasing securities at a 
higher price than originally intended, or incurring cash drag.

Depositary Receipts Risk. The Fund may hold the securities of foreign companies in the form 
of depositary receipts, including American Depositary Receipts and Global Depositary Receipts. 
Investing in depositary receipts entails the risks associated with foreign investments. The underlying 
securities of the depositary receipts in the Fund’s portfolio are subject to fl uctuations in foreign 
currency exchange rates that may affect the value of the Fund’s portfolio. In addition, the value of 
the securities underlying the depositary receipts may change materially when the U.S. markets are 
not open for trading, which will affect the value of the depositary receipts. Like direct investments 
in foreign securities, investments in depositary receipts involve political and economic risks distinct 
from those associated with investing in the securities of U.S. issuers.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement fails 
to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater than, the 
full value of the derivative if the counterparty fails to perform its obligations. Counterparty risks are 
compounded by the fact that there are only a limited number of ways available to invest in certain 
reference assets, including A-Shares, and, therefore, there may be few counterparties to swaps based 
on those reference assets. Investments in derivatives may expose the Fund to leverage, which may 
cause the Fund to be more volatile than if it had not been leveraged. Many derivatives are subject to 
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segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund.

Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.

Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only in large 
blocks called Creation Units and only to “Authorized Participants.” Unlike many other ETFs, however, 
the Fund expects to effect its creations and redemptions at least partially or fully for cash, rather than 
in-kind securities. Thus, an investment in the Fund may be less tax-effi cient than an investment in 
other ETFs as the Fund may recognize a capital gain that it could have avoided by making redemptions 
in-kind. As a result, the Fund may pay out higher capital gains distributions than ETFs that redeem 
in-kind. Further, paying redemption proceeds in cash rather than through in-kind delivery of portfolio 
securities may require the Fund to dispose of or sell portfolio investments to obtain the cash needed 
to distribute redemption proceeds at an inopportune time.

International Closed Market Trading Risk. Because substantially all of the Fund’s investments 
trade in markets that are closed when the Fund and Exchange are open, there are likely to be 
deviations between current pricing of an underlying security and stale pricing, resulting in the Fund 
trading at a discount or premium to NAV greater than those incurred by other ETFs.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
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trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed 
on the Exchange, there can be no assurance that an active trading market for shares will develop or 
be maintained or that the Fund’s shares will continue to be listed.

Small Fund Risk. The Fund is small and does not yet have a signifi cant number of shares 
outstanding. Small funds are at greater risk than larger funds of wider bid-ask spreads for its shares, 
trading at a greater premium or discount to NAV, liquidation and/or a stop to trading.

Foreign Securities Risk. Investments in securities of non-U.S. issuers may be less liquid than 
investments in U.S. issuers as foreign trading markets are not typically as active as U.S. markets 
and may have less governmental regulation and oversight. For example, non-U.S. issuers may be 
subject to different accounting, auditing, fi nancial reporting and investor protection standards than 
U.S. issuers. As a result, there may be less information publicly available about non-U.S. issuers. 
Investments in non-U.S. securities also involve risk of loss due to foreign currency fl uctuations and 
political or economic instability. Foreign markets also may have clearance and settlement procedures 
that make it diffi cult for the Fund to buy and sell securities. These factors could result in a loss to 
the Fund by causing the Fund to be unable to dispose of an investment or to miss an attractive 
investment opportunity, or by causing the Fund’s assets to be uninvested for some period of time.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

High Portfolio Turnover Risk. The Fund may incur high turnover rates, which may increase the Fund’s 
brokerage commission costs and negatively impact the Fund’s performance. Such portfolio turnover 
also may generate net short-term capital gains.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane. The Fund will indirectly be 
exposed to the risks of investments by such funds. Moreover, the Fund will incur its pro rata share 
of the underlying fund’s expenses. Krane is subject to confl icts of interest in allocating Fund assets 
to investment companies that are advised, sponsored or otherwise serviced by Krane and/or its 
affi liates. To the extent that the Fund invests in investment companies or other pooled investment 
vehicles that are not registered pursuant to the 1940 Act, including foreign investment companies, it 
will not enjoy the protections of the 1940 Act.

Large Capitalization Company Risk. Investments in large capitalization companies may go in and out 
of favor based on market and economic conditions and may underperform other market segments. 
Some large capitalization companies may be unable to respond quickly to new competitive challenges 
and attain the high growth rate of successful smaller companies, especially during extended periods 
of economic expansion. As such, returns on investments in stocks of large capitalization companies 
could trail the returns on investments in stocks of small and mid capitalization companies.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
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liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.

Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold 
less than the total number of securities in the Underlying Index, the Fund is subject to management 
risk. This is the risk that the Adviser’s security selection process, which is subject to a number of 
constraints, may not produce the intended results.

Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion 
of its assets in fewer issuers than a diversifi ed fund, changes in the market value of a single 
portfolio holding could cause greater fl uctuations in the Fund’s share price than would occur in 
a diversifi ed fund. This may increase the Fund’s volatility and cause the performance of a single 
portfolio holding or a relatively small number of portfolio holdings to have a greater impact on the 
Fund’s performance.

Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.

Small and Mid-Capitalization Company Risk. Investing in the securities of small and medium 
capitalization companies involves greater risk and the possibility of greater price volatility than investing 
in larger capitalization companies and more established companies. Since small and medium-sized 
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companies may have limited operating histories, product lines and fi nancial resources, the securities 
of these companies may lack suffi cient market liquidity and can be sensitive to expected changes in 
interest rates, borrowing costs and earnings.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed 
in the same manner as an ordinary corporation, and distributions to its shareholders would not be 
deductible by the Fund in computing its taxable income, which would adversely affect the Fund’s 
performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.

Performance Information

Once the Fund has completed a full calendar year of operations, a bar chart and table will be 
included in this Prospectus that will provide some indication of the risks of investing in the Fund 
by showing the variability of the Fund’s return based on net assets and comparing the variability 
of the Fund’s return to a broad measure of market performance. Once available, the Fund’s current 
performance information will be available at www.kraneshares.com. Past performance does not 
necessarily indicate how the Fund will perform in the future.
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Management

Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund.

Portfolio Managers

Mark Schlarbaum, Managing Partner of the Adviser, has served as the lead portfolio manager of the 
Fund since the Fund’s inception. Jonathan Shelon, Managing Partner and Chief Operating Offi cer of 
the Adviser, also serves as a portfolio manager of the Fund. Mr. Shelon supports Mr. Schlarbaum and 
Krane’s investment team for the Fund and has been a portfolio manager of the Fund since 2018. 
Mr. Schlarbaum will continue to serve as the Fund’s lead portfolio manager. Mr. Schlarbaum will 
continue to serve as the Fund’s lead portfolio manager.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income, qualifi ed dividend income or capital 
gains (or a combination), unless your investment is in an IRA or other tax-advantaged retirement 
account, which may be taxable upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares MSCI China A Inclusion Hedged Index ETF (the “Fund”) seeks to provide investment 
results that, before fees and expenses, track the price and yield performance of a specifi c equity 
securities index. The Fund’s current index is the MSCI China A Inclusion 100% Hedged to USD Index 
(the “Underlying Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . None
Annual Fund Operating Expenses 

(expenses that you pay each year as a percentage of the value of your investment)
Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.78%
Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00%
Other Expenses**  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.01% 

Total Annual Fund Operating Expenses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.79%

* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.
** Based on estimated amounts for the current fi scal year.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same each year. This Example does not refl ect any 
brokerage commissions that you may pay on purchases and sales of your shares. Although your 
actual costs may be higher or lower, based on these assumptions, whether you do or do not sell your 
shares, your costs would be:

1 Year 3 Years

$81 $252

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
Because the Fund had not commenced investment operations prior to its fi scal year ended March 31, 
2018, it does not have portfolio turnover information for the prior fi scal year to report.
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Principal Investment Strategies

Under normal circumstances, the Fund will invest at least 80% of its total assets in components of 
the Underlying Index, either directly or indirectly through the KraneShares Bosera MSCI China A Share 
ETF (“KBA”), and depositary receipts, including American Depositary Receipts (“ADRs”), representing 
such components. The Underlying Index refl ects the Chinese renminbi (“RMB”)-denominated equity 
securities listed on the Shenzhen or Shanghai Stock Exchanges (“A-Shares”) included in the MSCI 
Emerging Markets Index, assuming that index’s methodology permitted the full inclusion of A-Shares, 
but is hedged to reduce the impact of fl uctuations in the RMB. The A-Shares included in the MSCI 
Emerging Markets Index and, therefore, are included in the Underlying Index, are weighted according 
to each component’s free-fl oat adjusted market capitalization, which is calculated based the 
component’s market free-fl oat market capitalization multiplied by its Foreign Inclusion Factor (“FIF”). 
The FIF of a security is defi ned as the proportion of shares outstanding that is available for investment 
in the public equity markets by foreign investors. The MSCI Emerging Markets Index is designed to 
measure the equity market performance of large and mid-cap issuers in the global emerging markets.

The Underlying Index applies a published one-month forward foreign currency rate to the Fund’s 
total RMB exposure to adjust the value of the RMB to the U.S. dollar. The Fund intends to enter into 
forward currency contracts or futures contracts to effectuate this hedging strategy embedded in the 
Underlying Index. Although the hedged nature of the Underlying Index is designed to minimize the 
impact of currency fl uctuations on returns, it does not eliminate the Fund’s exposure to the RMB.

A-Shares are shares of companies incorporated in mainland China and traded on the Chinese 
exchanges. China A-Shares are primarily purchased and sold in the domestic Chinese market. Direct 
investments in China A-Shares are possible only through the Shanghai-Hong Kong Stock Connect 
Program or Shenzhen-Hong Kong Stock Connect Program (“Stock Connect Programs”) or Renminbi 
Qualifi ed Foreign Institutional Investor (“RQFII”) or Qualifi ed Foreign Institutional Investor (“QFII”) 
license. Exposure to A Shares can also be obtained indirectly by investing in funds that in A Shares, 
such as the Underlying Fund. Currently, the Fund plans to achieve its investment objective, principally 
by investing in China A-Shares through the Stock Connect Programs, but may gain exposure to 
A-Shares by investing in KBA or through a QFII or RQFII. KBA is unhedged and seeks to provide 
investment results that, before fees and expenses, correspond to the price and yield performance of 
the MSCI China A Inclusion Index. The MSCI China A Inclusion Index consists of the same securities 
as the Underlying Index, but is not hedged to reduce the impact of fl uctuations in the relative value 
of the RMB against the U.S. dollar. The Fund enters into forwards and futures to refl ect the hedging 
strategy embodied in its Underlying Index.

The Fund currently intends to employ a representative sampling strategy, which means that it will 
typically invest in a representative sample of securities that collectively have an investment profi le 
similar to that of the Underlying Index, but reserves the right to employ a full replication strategy.

The Fund may invest up to 20% of its assets in investments that are not included in the Underlying 
Index, but which Krane believes will help the Fund track the Underlying Index. These investments may 
include equity securities and depositary receipts of issuers whose securities are not components 
of the Underlying Index, derivative instruments (including swaps, futures, forwards, structured notes 
and options), other investment companies (including ETFs) and cash or cash equivalents (including 
money market funds). The other investment companies in which the Fund may invest may be advised, 
sponsored or otherwise serviced by Krane and/or its affi liates. The Fund may also invest in cash and 
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cash equivalents or components of the Underlying Index which the Fund believes offer more liquidity 
given or in anticipation of any reduced liquidity in the A-Shares market. The following China-related 
securities may be included in this 20% basket, in addition to China A-Shares, which are described 
above:

 • China B Shares, which are shares of companies listed on the Shanghai or Shenzhen Stock 
Exchange but quoted and traded in foreign currencies (such as Hong Kong Dollars or U.S. Dollars), 
which were primarily created for trading by foreign investors.

 • China H Shares, which are shares of companies incorporated in mainland China and listed on 
the Hong Kong Stock Exchange (“H-Shares”), where they are traded in Hong Kong dollars and 
may be traded by foreign investors.

 • China N Shares, which are shares of companies with business operations in mainland China and 
listed on an American stock exchange, such as NYSE or NASDAQ (“N-Shares”).

 • P-Chips, which are shares of private sector companies with a majority of their business operations 
in mainland China and controlling private Chinese shareholders, which are incorporated outside 
of mainland China and traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • Red Chips, which are shares of companies with a majority of their business operations in 
mainland China and controlled by the central, provincial or municipal governments of the PRC, 
whose shares are traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • S-Chips, which are shares of companies with business operations in mainland China and listed 
on the Singapore Exchange. S-Chip shares are issued by companies incorporated anywhere, but 
many are registered in Singapore, the British Virgin Islands, the Cayman Islands, or Bermuda.

As of June 29, 2018, the Underlying Index included approximately 226 securities of companies with 
a market capitalization range of approximately $625.77 million to $41.59 billion and an average 
market capitalization of approximately $3.41 billion. The Underlying Index is rebalanced quarterly .

The Fund may engage in securities lending.

The Fund is non-diversifi ed. To the extent the Underlying Index is concentrated in a particular industry, 
the Fund is expected to be concentrated in that industry. As of June 29, 2018, issuers in the fi nancials 
sector (32.22%) represented a signifi cant portion of the Underlying Index.

Principal Risks

As with all ETFs, a shareholder of the Fund is subject to the risk that his or her investment could lose 
money. The Fund may not achieve its investment objective and an investment in the Fund is not by 
itself a complete or balanced investment program. An investment in the Fund is not a deposit with 
a bank and is not insured or guaranteed by the Federal Deposit Insurance Corporation or any other 
government agency. In addition to these risks, the Fund is subject to a number of additional risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
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economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.

In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

A-Shares Risk. A-Shares are issued by companies incorporated in mainland China and are 
traded on Chinese exchanges. Investments in A-Shares are made available to domestic Chinese 
investors and certain foreign investors, including those who have been approved as a QFII or a RQFII 
and through the Stock Connect Programs. Investments by foreign investors in A-Shares are subject to 
various restrictions, regulations and limits. The Fund currently intends to gain exposure to A-Shares 
through the Stock Connect Programs. The Fund may also gain exposure to A-Shares by investing 
in investments that provide exposure to A-Shares, such as other investment companies, including 
KBA, or Krane may acquire a QFII or RQFII license to invest in A-Shares for the Fund. Investments in 
A-Shares are heavily regulated and the recoupment and repatriation of assets invested in A-Shares 
is subject to restrictions by the Chinese government. A-Shares may be subject to frequent and 
widespread trading halts and may become illiquid. This could cause volatility in the Fund’s share 
price and subject the Fund to a greater risk of trading halts.

Custody Risks. In accordance with Chinese regulations and the terms of a QFII or RQFII 
license, as applicable, and insofar as Krane acquires a QFII or RQFII license, A-Shares will be held in 
the joint names of the Fund and Krane. While Krane may not use such an account for any purpose 
other than for maintaining the Fund’s assets, the Fund’s assets may not be as well protected as they 
would be if it were possible for them to be registered and held solely in the name of the Fund. There 
is a risk that creditors of Krane may assert that the securities are owned by Krane and that regulatory 
actions taken against Krane may affect the Fund. The risk is particularly acute in the case of cash 
deposited with a PRC sub-custodian (“PRC Custodian”) because it may not be segregated, and it 
may be treated as a debt owing from the PRC Custodian to the Fund as a depositor. Thus, in the event 
of a PRC Custodian bankruptcy, liquidation, or similar event, the Fund may face diffi culties and/or 
encounter delays in recovering its cash.

Tax Risk. Per a circular (Caishui [2014] 79), the Fund is expected to be temporarily exempt 
from the Chinese withholding tax (“WHT”) on capital gains on trading in A-Shares as of November 17, 
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2014. There is no indication as to how long the temporary exemption will remain in effect. Accordingly, 
the Fund may be subject to such taxes in the future. If the Fund expects such WHT on trading in 
A-Shares to be imposed, it reserves the right to establish a reserve for such tax, although it currently 
does not do so. If the Fund establishes such a reserve but is not ultimately subject to the tax, 
shareholders who redeemed or sold their shares while the reserve was in place will effectively bear 
the tax and may not benefi t from the later release, if any, of the reserve. Conversely, if the Fund does 
not establish such a reserve but ultimately is subject to the tax, shareholders who redeemed or sold 
their shares prior to the tax being withheld, reserved or paid will have effectively avoided the tax, 
even if they benefi ted from the trading that precipitated the Fund’s payment of it. Investors should 
note that such provision may be excessive or inadequate to meet actual WHT liabilities (which could 
include interest and penalties) on the Fund’s investments. As a result, investors may be advantaged 
or disadvantaged depending on the fi nal rules of the relevant PRC tax authorities.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

Stock Connect Program Risk. The Stock Connect Programs are subject to daily and aggregate 
quota limitations, and an investor cannot purchase and sell the same security on the same trading 
day, which may restrict the Fund’s ability to invest in A-Shares through the Programs and to enter into 
or exit trades on a timely basis. The Shanghai and Shenzhen markets may be open at a time when 
the Stock Connect Programs are not active, with the result that prices of A-Shares may fl uctuate at 
times when the Fund is unable to add to or exit its positions. Because the Stock Connect Programs 
are new, the actual effect on the market for trading A-Shares with the introduction of large numbers 
of foreign investors is still relatively unknown. Further, regulations or restrictions, such as limitations 
on redemptions or suspension of trading, may adversely impact the program. There is no guarantee 
that the Shanghai, Shenzhen and Hong Kong Stock Exchanges will continue to support the Stock 
Connect Programs in the future.

B-Shares Risk. The China B-Share market is generally smaller, less liquid and has a smaller 
issuer base than the China A-Share market. The issuers that compose the B-Share market include 
a broad range of companies, including companies with large, medium and small capitalizations. 
Further, the B-Shares market may behave very differently from other portions of the Chinese equity 
markets, and there may be little to no correlation between the performance of the two.
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H-Shares Risk. H-Shares are foreign securities which, in addition to the risks described 
herein, are subject to the risk that the Hong Kong stock market may behave very differently from the 
mainland Chinese stock market. There may be little to no correlation between the performance of the 
Hong Kong stock market and the mainland Chinese stock market.

N-Shares Risk. N-Shares are securities of companies with business operations in mainland 
China and listed on an American stock exchange, such as the NYSE or NASDAQ. Because companies 
issuing N-Shares have business operations in China, they are subject to certain political and 
economic risks in China. The American stock market may behave very differently from the mainland 
Chinese stock market, and there may be little to no correlation between the performance of the two.

P-Chip Companies Risk. P-Chip companies are often run by the private sector and have a 
majority of their business operations in mainland China. P-Chip shares are traded in Hong Kong 
dollars on the Hong Kong Stock Exchange, and may also be traded by foreigners. Because they 
are traded on the Hong Kong Stock Exchange, P-Chips are also subject to risks similar to those 
associated with investments in H Shares. They are also subject to risks affecting their jurisdiction of 
incorporation, including any legal or tax changes.

Red Chip Companies Risk. Red Chip companies are controlled, either directly or indirectly, 
by the central, provincial or municipal governments of the PRC. Red Chip shares are traded in Hong 
Kong dollars on the Hong Kong Stock Exchange and may also be traded by foreigners. Because 
Red Chip companies are controlled by various PRC governmental authorities, investing in Red Chips 
involves risks that political changes, social instability, regulatory uncertainty, adverse diplomatic 
developments, asset expropriation or nationalization, or confi scatory taxation could adversely affect 
the performance of Red Chip companies. Red Chip companies may be less effi ciently run and less 
profi table than other companies.

S-Chip Companies Risk. The Fund may invest in shares of companies with business 
operations in mainland China and listed on the Singapore Exchange (“S Chips”). S-Chip shares 
are issued by companies incorporated anywhere, but many are registered in Singapore, the British 
Virgin Islands, the Cayman Islands, or Bermuda. They are subject to risks affecting their jurisdiction 
of incorporation, including any legal or tax changes. S Chip companies may or may not be owned at 
least in part by a Chinese central, provincial or municipal government and be subject to the types of 
risks that come with such ownership described herein.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries) or sector of the economy. While the 
Fund’s sector and industry exposure is expected to vary over time based on the composition of the 
Underlying Index, the Fund is currently subject to the principal risks described below. The Fund may 
have signifi cant exposure to other industries or sectors over time.

Financials Sector Risk. The performance of companies in the fi nancials sector may be 
adversely impacted by many factors, including, among others, government regulations, economic 
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conditions, credit rating downgrades, changes in interest rates, and decreased liquidity in credit 
markets. This sector has experienced signifi cant losses in the recent past, and the impact of more 
stringent capital requirements and of recent or future regulation on any individual fi nancial company 
or on the sector as a whole cannot be predicted.

Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar. Therefore, to the extent 
its exposure to foreign currency is not hedged, the Fund may lose value if the local currency of a 
foreign market depreciates against the U.S. dollar, even if the local currency value of the Fund’s 
holdings goes up. Currency exchange rates can be very volatile and can change quickly and 
unpredictably, which may adversely affect the Fund. The Fund may also be subject to delays in 
converting or transferring U.S. dollars to foreign currencies for the purpose of purchasing portfolio 
investments. This may hinder the Fund’s performance, including because any delay could result in the 
Fund missing an investment opportunity and purchasing securities at a higher price than originally 
intended, or incurring cash drag.

Depositary Receipts Risk. The Fund may hold the securities of Chinese and other non-U.S. companies 
in the form of depositary receipts, including American Depositary Receipts and Global Depositary 
Receipts. Investing in depositary receipts entails the risks associated with foreign investments. The 
underlying securities of the depositary receipts in the Fund’s portfolio are subject to fl uctuations 
in foreign currency exchange rates that may affect the value of the Fund’s portfolio. In addition, 
the value of the securities underlying the depositary receipts may change materially when the U.S. 
markets are not open for trading, which will affect the value of the depositary receipts. Like direct 
investments in foreign securities, investments in depositary receipts involve political and economic 
risks distinct from those associated with investing in the securities of U.S. issuers.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement fails 
to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater than, the 
full value of the derivative if the counterparty fails to perform its obligations. Counterparty risks are 
compounded by the fact that there are only a limited number of ways available to invest in certain 
reference assets, including A-Shares, and, therefore, there may be few counterparties to swaps based 
on those reference assets. Investments in derivatives may expose the Fund to leverage, which may 
cause the Fund to be more volatile than if it had not been leveraged. Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund.

Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.
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Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only in large 
blocks called Creation Units and only to “Authorized Participants.” Unlike many other ETFs, however, 
the Fund expects to effect all or part of its creations and redemptions for cash, rather than in-kind 
securities. Thus, an investment in the Fund may be less tax-effi cient than an investment in other 
ETFs as the Fund may recognize a capital gain that it could avoid by making redemptions in-kind. 
As a result, the Fund may pay out higher annual capital gains distributions than ETFs that redeem 
in-kind. Further, paying redemption proceeds in cash rather than through in-kind delivery of portfolio 
securities may require the Fund to dispose of or sell portfolio investments to obtain the cash needed 
to distribute redemption proceeds at an inopportune time.

International Closed Market Trading Risk. Because substantially all of the Fund’s investments 
trade in markets that are closed when the Fund and Exchange are open, there are likely to be 
deviations between current pricing of an underlying security and stale pricing, resulting in the Fund 
trading at a discount or premium to NAV greater than those incurred by other ETFs.

New Fund Risk. The Fund is new and does not yet have shares outstanding. If the Fund does 
not grow in size, it will be at greater risk than larger funds of wider bid-ask spreads for its shares, 
trading at a greater premium or discount to NAV, liquidation and/or a stop to trading.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed 
on the Exchange, there can be no assurance that an active trading market for shares will develop or 
be maintained or that the Fund’s shares will continue to be listed.
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Foreign Securities Risk. Investment in foreign securities may involve higher costs than investment in 
U.S. securities, including higher transaction and custody costs as well as the imposition of additional 
taxes by foreign governments. Foreign investments may also involve risks associated with currency 
exchange rates, less complete fi nancial information about the issuers, less market liquidity, more 
market volatility and political and economic instability. Future political and economic developments, 
the possible imposition of withholding taxes on dividend income, the possible seizure or nationalization 
of foreign holdings, the possible establishment of exchange controls or freezes on the convertibility 
of currency, or the adoption of other governmental restrictions might adversely affect an investment 
in foreign securities. Additionally, foreign issuers, especially issuers in emerging markets, may be 
subject to less stringent regulation, and to different accounting, auditing, recordkeeping, fi nancial 
reporting, and investor protection requirements. Investments in foreign securities typically are less 
liquid than investments in U.S. securities. The value of foreign securities may change materially when 
the U.S. markets are not open for trading.

Income from securities of non-U.S. issuers, including gains on the sale of such securities, may be 
subject to foreign taxes. Even if the Fund qualifi es to pass these taxes through to shareholders, the 
ability to claim a credit for such taxes may be limited, particularly in the case of taxes on capital 
gains.

Foreign markets may have clearance and settlement procedures that make it diffi cult for the Fund to 
buy and sell securities. This could result in a loss to the Fund by causing the Fund to be unable to 
dispose of an investment or to miss an attractive investment opportunity, or by causing the Fund’s 
assets to be uninvested for some period of time.

From time to time, certain of the issuers of securities purchased by the Fund may operate in, or 
have dealings with, countries may become subject to sanctions or embargoes imposed by the U.S. 
Government and the United Nations and/or countries identifi ed by the U.S. Government as state 
sponsors of terrorism. A company may suffer damage to its reputation if it is identifi ed as such a 
company. Any Fund investment in such companies will be indirectly subject to those risks.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

Hedging Risk. The Fund’s hedging strategies may not be successful, and even if they are successful, 
the Fund’s exposure to RMB is not expected to be fully hedged at all times or over time. Investments 
in forward foreign currency contracts and futures contracts may not perfectly offset actual fl uctuations 
in the exchange rate between RMB and the U.S. dollar, including because currency exchange rates 
are volatile. In addition, forward foreign currency contracts are over-the-counter contracts that 
depend on performance by a counterparty; if such counterparty fails to perform, the Fund may lose 
money. Hedging will cause the Fund to have lower performance when the RMB is rising in value than 
it would if it did not hedge its RMB exposure.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those that are advised, sponsored or otherwise serviced by Krane and/or its affi liates. The 
Fund will indirectly be exposed to the risks of investments by such funds. Moreover, the Fund will 
incur its pro rata share of the underlying fund’s expenses. Krane is subject to confl icts of interest in 
allocating Fund assets to investment companies that are advised, sponsored or otherwise serviced 
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by Krane and/or its affi liates. To the extent that the Fund invests in investment companies or other 
pooled investment vehicles that are not registered pursuant to the 1940 Act, including foreign 
investment companies, it will not enjoy the protections of the 1940 Act.

Large Capitalization Company Risk. Investments in large capitalization companies may go in and out 
of favor based on market and economic conditions and may underperform other market segments. 
Some large capitalization companies may be unable to respond quickly to new competitive challenges 
and attain the high growth rate of successful smaller companies, especially during extended periods 
of economic expansion. As such, returns on investments in stocks of large capitalization companies 
could trail the returns on investments in stocks of small and mid capitalization companies.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.

Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold less 
than the total number of securities in the Underlying Index, the Fund is subject to management risk. 
This is the risk that the Krane’s security selection process, which is subject to a number of constraints, 
may not produce the intended results.

Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Mid-Capitalization Company Risk. Investing in the securities of medium capitalization companies 
involves greater risk and the possibility of greater price volatility than investing in larger capitalization 
companies and more established companies. Since medium-sized companies may have limited 
operating histories, product lines and fi nancial resources, the securities of these companies may 
lack suffi cient market liquidity and can be sensitive to expected changes in interest rates, borrowing 
costs and earnings.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion of 
its assets in fewer issuers than a diversifi ed fund, changes in the market value of a single portfolio 
holding could cause greater fl uctuations in the Fund’s share price than would occur in a diversifi ed 
fund. This may increase the Fund’s volatility and cause the performance of a single portfolio holding 
or a relatively small number of portfolio holdings to have a greater impact on the Fund’s performance.

Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
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may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed 
in the same manner as an ordinary corporation, and distributions to its shareholders would not be 
deductible by the Fund in computing its taxable income, which would adversely affect the Fund’s 
performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.
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Performance Information

Once the Fund has completed a full calendar year of operations, a bar chart and table will be 
included in this Prospectus that will provide some indication of the risks of investing in the Fund 
by showing the variability of the Fund’s return based on net assets and comparing the variability 
of the Fund’s return to a broad measure of market performance. Once available, the Fund’s current 
performance information will be available at www.kraneshares.com. Past performance does not 
necessarily indicate how the Fund will perform in the future.

Management

Investment Adviser

Krane Funds Advisors, LLC serves as the investment adviser to the Fund.

Portfolio Manager

Mark Schlarbaum, Managing Partner of the Adviser, has served as the lead portfolio manager of the 
Fund since the Fund’s inception. Jonathan Shelon, Managing Partner and Chief Operating Offi cer of 
the Adviser, also serves as a portfolio manager of the Fund. Mr. Shelon supports Mr. Schlarbaum and 
Krane’s investment team for the Fund and has been a portfolio manager of the Fund since 2018. 
Mr. Schlarbaum will continue to serve as the Fund’s lead portfolio manager.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income or capital gains (or a combination), 
unless your investment is in an IRA or other tax-advantaged retirement account, which may be taxable 
upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares MSCI All China Index ETF (the “Fund”) seeks to provide investment results that, 
before fees and expenses, correspond to the price and yield performance of a specifi c foreign equity 
securities index. The Fund’s current index is the MSCI China All Shares Index (the “Underlying Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . None 

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.68% 

Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00% 

Other Expenses**  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.04% 

Total Annual Fund Operating Expenses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.72% 

* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.
** The expense information in the table has been restated to refl ect current expenses.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same. This Example does not refl ect any brokerage 
commissions that you may pay on purchases and sales of your shares. Although your actual costs 
may be higher or lower, based on these assumptions, whether you do or do not sell your shares, your 
costs would be:

1 Year 3 Years 5 Years 10 Years

$74 $230 $401 $894 

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
During the most recent fi scal year, the Fund’s portfolio turnover rate was 3% of the average value of 
its portfolio. This rate excludes the value of portfolio securities received or delivered as a result of 
in-kind creations or redemptions of the Fund’s shares.
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Principal Investment Strategies of the Fund

Under normal circumstances, the Fund will invest at least 80% of its total assets in components 
of the Underlying Index and depositary receipts, including American depositary receipts (“ADRs”), 
representing such components. The Underlying Index is a free fl oat adjusted market capitalization 
weighted index designed to track the performance of Chinese exchange-listed equity securities. The 
securities eligible for inclusion in the Underlying Index include all types of publicly issued shares of 
Chinese issuers, such as A-Shares, B-Shares, H-Shares, P-Chips and Red Chips, which are described 
below. The issuers included in the Underlying Index may include small-cap, mid-cap and large-cap 
companies.

To determine the investable universe of Chinese equity securities for the Underlying Index, the index 
provider, MSCI, Inc. (“Index Provider”), applies investibility screens to individual securities based 
on the MSCI Global Investable Market Indexes Methodology, along with MSCI’s investability and 
minimum size criteria for emerging markets. The Underlying Index is weighted according to each 
component’s free-fl oat adjusted market capitalization, which is calculated based on the component’s 
price multiplied by its Foreign Inclusion Factor (“FIF”). The FIF of a security is defi ned as the 
proportion of shares outstanding that is available for investment in the public equity markets by 
foreign investors. For China A-Shares, an FIF of 100% is applied to their free-fl oat adjusted market 
capitalization for calculating their fi nal weight in the Underlying Index, which may be different from 
other foreign indices.

The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying 
Index, but that Krane believes will help the Fund track the Underlying Index. These investments may 
include equity securities and depositary receipts of issuers whose securities are not components 
of the Underlying Index, derivative instruments (including swaps, futures, forwards, structured notes 
and options contracts), other investment companies (including ETFs) and cash or cash equivalents 
(including money market funds). The other investment companies in which the Fund may invest may 
be advised, sponsored or otherwise serviced by Krane and/or its affi liates.

The following China-related securities may be included in the Underlying Index and/or represent 
investments of the Fund:

 • China A-Shares, which are shares of companies incorporated in mainland China and traded 
on the Chinese exchanges. China A-Shares are primarily purchased and sold in the domestic 
Chinese market. To the extent the Fund invests in China A-Shares, it expects to do so through the 
Shanghai-Hong Kong Stock Connect Program or Shenzhen-Hong Kong Stock Connect Program 
(“Stock Connect Programs”). A Renminbi Qualifi ed Foreign Institutional Investor (“RQFII”) or 
Qualifi ed Foreign Institutional Investor (“QFII”) license may also be acquired to invest directly in 
China A-Shares.

 • China B Shares, which are shares of companies listed on the Shanghai or Shenzhen Stock 
Exchange but quoted and traded in foreign currencies (such as Hong Kong Dollars or U.S. Dollars), 
which were primarily created for trading by foreign investors.
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 • China H Shares, which are shares of companies incorporated in mainland China and listed on 
the Hong Kong Stock Exchange (“H-Shares”), where they are traded in Hong Kong dollars and 
may be traded by foreign investors.

 • China N Shares, which are shares of companies with business operations in mainland China and 
listed on an American stock exchange, such as NYSE or NASDAQ (“N-Shares”).

 • P-Chips, which are shares of private sector companies with a majority of their business operations 
in mainland China and controlling private Chinese shareholders, which are incorporated outside 
of mainland China and traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • Red Chips, which are shares of companies with a majority of their business operations in 
mainland China and controlled by the central, provincial or municipal governments of the PRC, 
whose shares are traded on the Hong Kong Stock Exchange in Hong Kong dollars.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, 
the Fund expects to use representative sampling to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to the Underlying Index.

As of June 29, 2018, the Underlying Index included approximately 640 securities of companies with 
a market capitalization range of approximately $392.8 million to $286.1 billion and an average 
market capitalization of approximately $4.13 billion.

To the extent the Underlying Index is concentrated in a particular industry, the Fund is expected to 
be concentrated in that industry. As of June 29, 2018, issuers in the information technology sector 
(28.79%) and fi nancials sector (23.21%) represented signifi cant portions of the Underlying Index.

The Fund may engage in securities lending.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Fund’s investments will have signifi cant exposure to China, and therefore the Fund 
is susceptible to adverse market, political, regulatory, and geographic events affecting China. The 
Chinese economy is generally considered an emerging market and can be signifi cantly affected by 
economic and political conditions in China and surrounding Asian countries. In addition, the Chinese 
economy is export-driven and highly reliant on trade. A downturn in the economies of China’s primary 
trading partners could slow or eliminate the growth of the Chinese economy and adversely impact 
the Fund’s investments. The Chinese government strictly regulates the payment of foreign currency 
denominated obligations and sets monetary policy. The Chinese government may introduce new 
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laws and regulations that could have an adverse effect on the Fund. Although China has begun the 
process of privatizing certain sectors of its economy, privatized entities may lose money and/or be 
re-nationalized.

In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

A-Shares Risk. A-Shares are issued by companies incorporated in mainland China and are 
traded on Chinese exchanges. Investments in A-Shares are made available to domestic Chinese 
investors and certain foreign investors, including those who have been approved as a QFII or a RQFII 
and through the Stock Connect Programs. Investments by other foreign investors in A-Shares are 
subject to various regulations and limits. The Fund currently intends to gain exposure to A-Shares 
through the Stock Connect Programs. The Fund may also gain exposure to A-Shares by investing 
in investments that provide exposure to A-Shares, such as other investment companies, or Krane 
may acquire a QFII or RQFII license to invest in A-Shares for the Fund. Investments in A-Shares are 
subject to various restrictions. Investments in A-Shares are heavily regulated and the recoupment 
and repatriation of assets invested in A-Shares is subject to restrictions by the Chinese government. 
A-Shares may be subject to frequent and widespread trading halts and may become illiquid. This 
could cause volatility in the Fund’s share price and subject the Fund to a greater risk of trading halts.

Custody Risks. In accordance with Chinese regulations and the terms of a QFII or RQFII 
license, as applicable, and insofar as Krane acquires a QFII or RQFII license, A-Shares will be held in 
the joint names of the Fund and Krane. While Krane may not use such an account for any purpose 
other than for maintaining the Fund’s assets, the Fund’s assets may not be as well protected as they 
would be if it were possible for them to be registered and held solely in the name of the Fund. There 
is a risk that creditors of Krane may assert that the securities are owned by Krane and that regulatory 
actions taken against Krane may affect the Fund. The risk is particularly acute in the case of cash 
deposited with a PRC sub-custodian (“PRC Custodian”) because it may not be segregated, and it 
may be treated as a debt owing from the PRC Custodian to the Fund as a depositor. Thus, in the event 
of a PRC Custodian bankruptcy, liquidation, or similar event, the Fund may face diffi culties and/or 
encounter delays in recovering its cash.

Tax Risk. Per a circular (Caishui [2014] 79), the Fund is expected to be temporarily exempt 
from the Chinese withholding tax (“WHT”) on capital gains on trading in A-Shares as of November 17, 
2014. There is no indication as to how long the temporary exemption will remain in effect. Accordingly, 
the Fund may be subject to such taxes in the future. If the Fund expects such WHT on trading in 
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A-Shares to be imposed, it reserves the right to establish a reserve for such tax, although it currently 
does not do so. If the Fund establishes such a reserve but is not ultimately subject to the tax, 
shareholders who redeemed or sold their shares while the reserve was in place will effectively bear 
the tax and may not benefi t from the later release, if any, of the reserve. Conversely, if the Fund does 
not establish such a reserve but ultimately is subject to the tax, shareholders who redeemed or sold 
their shares prior to the tax being withheld, reserved or paid will have effectively avoided the tax, 
even if they benefi ted from the trading that precipitated the Fund’s payment of it. Investors should 
note that such provision may be excessive or inadequate to meet actual WHT liabilities (which could 
include interest and penalties) on the Fund’s investments. As a result, investors may be advantaged 
or disadvantaged depending on the fi nal rules of the relevant PRC tax authorities.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

Stock Connect Program Risk. The Stock Connect Programs are subject to daily and aggregate 
quota limitations, and an investor cannot purchase and sell the same security on the same trading 
day, which may restrict the Fund’s ability to invest in A-Shares through the Programs and to enter into 
or exit trades on a timely basis. The Shanghai and Shenzhen markets may be open at a time when 
the Stock Connect Programs are not active, with the result that prices of A-Shares may fl uctuate at 
times when the Fund is unable to add to or exit its positions. Because the Stock Connect Programs 
are new, the actual effect on the market for trading A-Shares with the introduction of large numbers 
of foreign investors is still relatively unknown. Further, regulations or restrictions, such as limitations 
on redemptions or suspension of trading, may adversely impact the program. There is no guarantee 
that the Shanghai, Shenzhen and Hong Kong Stock Exchanges will continue to support the Stock 
Connect Programs in the future.

B-Shares Risk. The China B-Share market is generally smaller, less liquid and has a smaller 
issuer base than the China A-Share market. The issuers that compose the B-Share market include 
a broad range of companies, including companies with large, medium and small capitalizations. 
Further, the B-Shares market may behave very differently from other portions of the Chinese equity 
markets, and there may be little to no correlation between the performance of the two.

H-Shares Risk. H-Shares are foreign securities which, in addition to the risks described 
herein, are subject to the risk that the Hong Kong stock market may behave very differently from the 
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mainland Chinese stock market. There may be little to no correlation between the performance of the 
Hong Kong stock market and the mainland Chinese stock market.

N-Shares Risk. N-Shares are securities of companies with business operations in mainland 
China and listed on an American stock exchange, such as the NYSE or NASDAQ. Because companies 
issuing N-Shares have business operations in China, they are subject to certain political and 
economic risks in China. The American stock market may behave very differently from the mainland 
Chinese stock market, and there may be little to no correlation between the performance of the two.

P-Chip Companies Risk. P-Chip companies are often run by the private sector and have a 
majority of their business operations in mainland China. P-Chip shares are traded in Hong Kong 
dollars on the Hong Kong Stock Exchange, and may also be traded by foreigners. Because they 
are traded on the Hong Kong Stock Exchange, P-Chips are also subject to risks similar to those 
associated with investments in H Shares. They are also subject to risks affecting their jurisdiction of 
incorporation, including any legal or tax changes.

Red Chip Companies Risk. Red Chip companies are controlled, either directly or indirectly, 
by the central, provincial or municipal governments of the PRC. Red Chip shares are traded in Hong 
Kong dollars on the Hong Kong Stock Exchange and may also be traded by foreigners. Because 
Red Chip companies are controlled by various PRC governmental authorities, investing in Red Chips 
involves risks that political changes, social instability, regulatory uncertainty, adverse diplomatic 
developments, asset expropriation or nationalization, or confi scatory taxation could adversely affect 
the performance of Red Chip companies. Red Chip companies may be less effi ciently run and less 
profi table than other companies.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries) or sector of the economy. While the 
Fund’s sector and industry exposure is expected to vary over time based on the composition of the 
Underlying Index, the Fund is currently subject to the principal risks described below. The Fund may 
have signifi cant exposure to other industries or sectors over time.

Financials Sector Risk. The performance of companies in the fi nancials sector may be 
adversely impacted by many factors, including, among others, government regulations, economic 
conditions, credit rating downgrades, changes in interest rates, and decreased liquidity in credit 
markets. This sector has experienced signifi cant losses in the recent past, and the impact of more 
stringent capital requirements and of recent or future regulation on any individual fi nancial company 
or on the sector as a whole cannot be predicted.

Information Technology Sector Risk. The value of stocks of information technology companies 
and companies that rely heavily on information technology is particularly vulnerable to rapid changes 
in technology product cycles, rapid product obsolescence, government regulation and competition, 
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both domestically and internationally, including competition from competitors with lower production 
costs. Information technology companies and companies that rely heavily on technology, especially 
those of smaller, less-seasoned companies, tend to be more volatile than the overall market.

Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the Fund may 
lose value if the local currency of a foreign market depreciates against the U.S. dollar, even if the 
local currency value of the Fund’s holdings goes up. Currency exchange rates can be very volatile 
and can change quickly and unpredictably, which may adversely affect the Fund. The Fund may also 
be subject to delays in converting or transferring U.S. dollars to foreign currencies for the purpose 
of purchasing portfolio investments. This may hinder the Fund’s performance, including because any 
delay could result in the Fund missing an investment opportunity and purchasing securities at a 
higher price than originally intended, or incurring cash drag.

Depositary Receipts Risk. The Fund may hold the securities of foreign companies in the form 
of depositary receipts, including American Depositary Receipts and Global Depositary Receipts. 
Investing in depositary receipts entails the risks associated with foreign investments. The underlying 
securities of the depositary receipts in the Fund’s portfolio are subject to fl uctuations in foreign 
currency exchange rates that may affect the value of the Fund’s portfolio. In addition, the value of 
the securities underlying the depositary receipts may change materially when the U.S. markets are 
not open for trading, which will affect the value of the depositary receipts. Like direct investments 
in foreign securities, investments in depositary receipts involve political and economic risks distinct 
from those associated with investing in the securities of U.S. issuers.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement fails 
to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater than, the 
full value of the derivative if the counterparty fails to perform its obligations. Counterparty risks are 
compounded by the fact that there are only a limited number of ways available to invest in certain 
reference assets, including A-Shares, and, therefore, there may be few counterparties to swaps based 
on those reference assets. Investments in derivatives may expose the Fund to leverage, which may 
cause the Fund to be more volatile than if it had not been leveraged. Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund.

Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.
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Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only in large 
blocks called Creation Units and only to “Authorized Participants.” Unlike many other ETFs, however, 
the Fund expects to effect its creations and redemptions at least partially or fully for cash, rather than 
in-kind securities. Thus, an investment in the Fund may be less tax-effi cient than an investment in 
other ETFs as the Fund may recognize a capital gain that it could have avoided by making redemptions 
in-kind. As a result, the Fund may pay out higher capital gains distributions than ETFs that redeem 
in-kind. Further, paying redemption proceeds in cash rather than through in-kind delivery of portfolio 
securities may require the Fund to dispose of or sell portfolio investments to obtain the cash needed 
to distribute redemption proceeds at an inopportune time.

International Closed Market Trading Risk. Because substantially all of the Fund’s investments 
trade in markets that are closed when the Fund and Exchange are open, there are likely to be 
deviations between current pricing of an underlying security and stale pricing, resulting in the Fund 
trading at a discount or premium to NAV greater than those incurred by other ETFs.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed 
on the Exchange, there can be no assurance that an active trading market for shares will develop or 
be maintained or that the Fund’s shares will continue to be listed.

Small Fund Risk. The Fund is small and does not yet have a signifi cant number of shares 
outstanding. Small funds are at greater risk than larger funds of wider bid-ask spreads for its shares, 
trading at a greater premium or discount to NAV, liquidation and/or a stop to trading.
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Foreign Securities Risk. Investments in securities of non-U.S. issuers may be less liquid than 
investments in U.S. issuers as foreign trading markets are not typically as active as U.S. markets 
and may have less governmental regulation and oversight. For example, non-U.S. issuers may be 
subject to different accounting, auditing, fi nancial reporting and investor protection standards than 
U.S. issuers. As a result, there may be less information publicly available about non-U.S. issuers. 
Investments in non-U.S. securities also involve risk of loss due to foreign currency fl uctuations and 
political or economic instability. Foreign markets also may have clearance and settlement procedures 
that make it diffi cult for the Fund to buy and sell securities. These factors could result in a loss to 
the Fund by causing the Fund to be unable to dispose of an investment or to miss an attractive 
investment opportunity, or by causing the Fund’s assets to be uninvested for some period of time.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

High Portfolio Turnover Risk. The Fund may incur high turnover rates, which may increase the Fund’s 
brokerage commission costs and negatively impact the Fund’s performance. Such portfolio turnover 
also may generate net short-term capital gains.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane. The Fund will indirectly be 
exposed to the risks of investments by such funds. Moreover, the Fund will incur its pro rata share 
of the underlying fund’s expenses. Krane is subject to confl icts of interest in allocating Fund assets 
to investment companies that are advised, sponsored or otherwise serviced by Krane and/or its 
affi liates. To the extent that the Fund invests in investment companies or other pooled investment 
vehicles that are not registered pursuant to the 1940 Act, including foreign investment companies, it 
will not enjoy the protections of the 1940 Act.

Large Capitalization Company Risk. Investments in large capitalization companies may go in and out 
of favor based on market and economic conditions and may underperform other market segments. 
Some large capitalization companies may be unable to respond quickly to new competitive challenges 
and attain the high growth rate of successful smaller companies, especially during extended periods 
of economic expansion. As such, returns on investments in stocks of large capitalization companies 
could trail the returns on investments in stocks of small and mid capitalization companies.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.

Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold 
less than the total number of securities in the Underlying Index, the Fund is subject to management 
risk. This is the risk that the Adviser’s security selection process, which is subject to a number of 
constraints, may not produce the intended results.
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Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.

Small and Mid-Capitalization Company Risk. Investing in the securities of small and medium 
capitalization companies involves greater risk and the possibility of greater price volatility than investing 
in larger capitalization companies and more established companies. Since small and medium-sized 
companies may have limited operating histories, product lines and fi nancial resources, the securities 
of these companies may lack suffi cient market liquidity and can be sensitive to expected changes in 
interest rates, borrowing costs and earnings.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed 
in the same manner as an ordinary corporation, and distributions to its shareholders would not be 
deductible by the Fund in computing its taxable income, which would adversely affect the Fund’s 
performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
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strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.

Performance Information

The following bar chart and table illustrate the variability of the Fund’s returns and indicate the risks 
of investing in the Fund by showing how the Fund’s average annual total returns compare with those 
of a broad measure of market performance. All returns include the reinvestment of dividends and 
distributions. As always, please note that the Fund’s past performance (before and after taxes) is not 
necessarily an indication of how it will perform in the future. In addition, prior to August 1, 2018, the 
Fund sought to provide results that, before fees and expenses, corresponded to the price and yield 
performance of the FTSE Emerging Incl China Overseas non-R/QFII GDP Weighted Index. Accordingly, 
the Fund’s performance prior to that date refl ects the Fund’s returns for the time period during which 
the Fund sought its prior investment objective. Further, prior to December 1, 2015, a sub-adviser 
was responsible for day to day portfolio management of the Fund. As of August 1, 2018, the Fund 
seeks to provide investment results that, before fees and expenses, correspond to the price and yield 
performance of the MSCI China All Shares Index. Updated performance information is available at 
no cost by visiting www.kraneshares.com.
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Total Annual Returns For Calendar Years Ended December 31

0%

5%

10%

15%

20%

25%

30%

35%

40%

2016 2017

30.35%

4.61%

As of June 30, 2018, the Fund’s calendar year-to-date total return was -7.80%.

Best and Worst Quarter Returns (for the period refl ected in the bar chart above)

Return

Quarter 

Ended/Year

Highest Return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.65% 9/30/2017 
Lowest Return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -3.92% 12/31/2016

Average Annual Total Returns for the period ended December 31, 2017

KraneShares MSCI All China Index ETF 
(previously the KraneShares FTSE Emerging Markets Plus ETF) 1 year

Since Inception 
(2-12-2015)

Return Before Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30.35% 5.86% 
Return After Taxes on Distributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30.24% 4.89% 
Return After Taxes on Distributions and Sale of Fund Shares . . . . . . . . . 17.75% 4.24% 
S&P 500 Index (Reflects no deduction for fees, expenses or taxes) . . . . 21.83% 11.24% 
FTSE Emerging incl China Overseas non-R/QFII GDP Weighted Index 

(Reflects no deduction for fees, expenses or taxes)*  . . . . . . . . . . . . 29.86% 7.13% 

* The FTSE Emerging Incl China Overseas non-R/QFII GDP Weighted Index will not be used as the Fund’s 

benchmark index for periods after August 1, 2018. After August 1, 2018, the Fund’s benchmark will refl ect 

the MSCI China All Shares Index.

Average annual total returns are shown on a before- and after-tax basis for the Fund. After-tax 
returns are calculated using the historical highest individual federal marginal income tax rates and 
do not refl ect the impact of state and local taxes. Actual after-tax returns depend on an investor’s tax 
situation and may differ from those shown. After-tax returns shown are not relevant to investors who 
hold shares through tax-deferred arrangements, such as 401(k) plans or individual retirement plans.
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Management

Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund.

Portfolio Managers

Mark Schlarbaum, Managing Partner of the Adviser, has served as the lead portfolio manager 
of the Fund since 2015. Jonathan Shelon, Managing Partner and Chief Operating Offi cer of the 
Adviser, also serves as a portfolio manager of the Fund. Mr. Shelon supports Mr. Schlarbaum and 
Krane’s investment team for the Fund and has been a portfolio manager of the Fund since 2018. 
Mr. Schlarbaum will continue to serve as the Fund’s lead portfolio manager.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income, qualifi ed dividend income or capital 
gains (or a combination), unless your investment is in an IRA or other tax-advantaged retirement 
account, which may be taxable upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares MSCI China Environment Index ETF (the “Fund”) seeks to provide investment results 
that, before fees and expenses, correspond to the price and yield performance of a specifi c foreign 
equity securities index. The Fund’s current index is the MSCI China IMI Environment 10/40 Index (the 
“Underlying Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . None 

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.78%

Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00%

Other Expenses**  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.01%

Total Annual Fund Operating Expenses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.79%

* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.
** Based on estimated amounts for the current fi scal year.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same each year. This Example does not refl ect any 
brokerage commissions that you may pay on purchases and sales of your shares. Although your 
actual costs may be higher or lower, based on these assumptions, whether you do or do not sell your 
shares, your costs would be:

1 Year 3 Years

$81 $252

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
For the fi scal period starting from the Fund’s inception, October 12, 2017, to March 31, 2018, the 
Fund’s portfolio turnover rate was 36% of the average value of its portfolio. This rate excludes the 
value of portfolio securities received or delivered as a result of in-kind creations or redemptions of 
the Fund’s shares.
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Principal Investment Strategies of the Fund

Under normal circumstances, the Fund will invest at least 80% of its total assets in components 
of the Underlying Index, depositary receipts, including American depositary receipts (“ADRs”), 
representing such components and securities underlying depositary receipts in the Underlying Index. 
The Underlying Index is a modifi ed, free fl oat adjusted market capitalization weighted index designed 
to track the equity market performance of Chinese companies that derive at least a majority of 
their revenues from environmentally benefi cial products and services, as determined by MSCI 
Inc., the provider of the Underlying Index. The Underlying Index is intended to provide exposure 
to Chinese issuers that focus on contributing to a more environmentally sustainable economy by 
making effi cient use of scarce natural resources or by mitigating environmental degradation. The 
Underlying Index aims to include companies with exposure to one or more of the following fi ve 
themes: (1) alternative energy; (2) sustainable water; (3) green building; (4) pollution prevention; 
and (5) energy effi ciency. The issuers included in the Underlying Index may include small-cap, 
mid-cap and large-cap companies.

The Underlying Index is modifi ed so that, as of the rebalance date, no issuer constitutes more than 
10% of the Underlying Index and so that, in the aggregate, the individual issuers that would represent 
over 5% of the Underlying Index represent no more than 40% of the Underlying Index.

The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying 
Index, but that Krane believes will help the Fund track the Underlying Index. These investments may 
include equity securities and depositary receipts of issuers whose securities are not components 
of the Underlying Index, derivative instruments (including swaps, futures and options contracts), 
other investment companies (including ETFs) and cash or cash equivalents (including money market 
funds). The other investment companies in which the Fund may invest may be advised, sponsored or 
otherwise serviced by Krane and/or its affi liates.

The following China-related securities may be included in the Underlying Index and/or represent 
investments of the Fund:

 • China A-Shares, which are shares of companies incorporated in mainland China and traded 
on the Chinese exchanges. China A-Shares are primarily purchased and sold in the domestic 
Chinese market. To the extent the Fund invests in China A-Shares, it expects to do so through the 
Shanghai-Hong Kong Stock Connect Program or Shenzhen-Hong Kong Stock Connect Program 
(“Stock Connect Programs”). A Renminbi Qualifi ed Foreign Institutional Investor (“RQFII”) or 
Qualifi ed Foreign Institutional Investor (“QFII”) license may also be acquired to invest directly in 
China A-Shares.

 • China B Shares, which are shares of companies listed on the Shanghai or Shenzhen Stock 
Exchange but quoted and traded in foreign currencies (such as Hong Kong Dollars or U.S. Dollars), 
which were primarily created for trading by foreign investors.

 • China H Shares, which are shares of companies incorporated in mainland China and listed on 
the Hong Kong Stock Exchange (“H-Shares”), where they are traded in Hong Kong dollars and 
may be traded by foreign investors.
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 • China N Shares, which are shares of companies with business operations in mainland China and 
listed on an American stock exchange, such as NYSE or NASDAQ (“N-Shares”).

 • P-Chips, which are shares of private sector companies with a majority of their business operations 
in mainland China and controlling private Chinese shareholders, which are incorporated outside 
of mainland China and traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • Red Chips, which are shares of companies with a majority of their business operations in 
mainland China and controlled by the central, provincial or municipal governments of the PRC, 
whose shares are traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • S-Chips, which are shares of companies with business operations in mainland China and listed 
on the Singapore Exchange. S-Chip shares are issued by companies incorporated anywhere, but 
many are registered in Singapore, the British Virgin Islands, the Cayman Islands, or Bermuda.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, 
the Fund expects to use representative sampling to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to the Underlying Index.

As of June 29, 2018, the Underlying Index included approximately 36 securities of companies with 
a market capitalization range of $158 million to $2.33 billion and an average market capitalization 
of $732.33 million.

The Fund is non-diversifi ed. To the extent the Underlying Index is concentrated in a particular industry, 
the Fund is expected to be concentrated in that industry. As of June 29, 2018, issuers in the utilities 
sector (37.44%), industrials sector (21.25%), information technology sector (16.66%) and real 
estate sector (13.05%) represented signifi cant portions of the Underlying Index.

The Fund may engage in securities lending.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.
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In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact in China’s export industry and a 
commensurately negative impact on the Fund.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

A-Shares Risk. A-Shares are issued by companies incorporated in mainland China and are 
traded on Chinese exchanges. Investments in A-Shares are made available to domestic Chinese 
investors and certain foreign investors, including those who have been approved as a QFII or a RQFII 
and through the Stock Connect Programs. Investments by foreign investors in A-Shares are subject 
to various restrictions, regulations and limits. To the extent it invests in A-Shares, the Fund currently 
intends to gain exposure to A-Shares through the Stock Connect Programs. The Fund may also gain 
exposure to A-Shares by investing in investments that provide exposure to A-Shares, such as other 
investment companies, or Krane may acquire a QFII or RQFII license to invest in A-Shares for the 
Fund. Investments in A-Shares are heavily regulated and the recoupment and repatriation of assets 
invested in A-Shares is subject to restrictions by the Chinese government. A-Shares may be subject 
to frequent and widespread trading halts and may become illiquid. This could cause volatility in the 
Fund’s share price and subject the Fund to a greater risk of trading halts.

Custody Risks. In accordance with Chinese regulations and the terms of a QFII or RQFII 
license, as applicable, and insofar as Krane acquires a QFII or RQFII license, A-Shares will be held in 
the joint names of the Fund and Krane. While Krane may not use such an account for any purpose 
other than for maintaining the Fund’s assets, the Fund’s assets may not be as well protected as they 
would be if it were possible for them to be registered and held solely in the name of the Fund. There 
is a risk that creditors of Krane may assert that the securities are owned by Krane and that regulatory 
actions taken against Krane may affect the Fund. The risk is particularly acute in the case of cash 
deposited with a PRC sub-custodian (“PRC Custodian”) because it may not be segregated, and it 
may be treated as a debt owing from the PRC Custodian to the Fund as a depositor. Thus, in the event 
of a PRC Custodian bankruptcy, liquidation, or similar event, the Fund may face diffi culties and/or 
encounter delays in recovering its cash.

Tax Risk. Per a circular (Caishui [2014] 79), the Fund is expected to be temporarily exempt 
from the Chinese withholding tax (“WHT”) on capital gains on trading in A-Shares as of November 17, 
2014. There is no indication as to how long the temporary exemption will remain in effect. Accordingly, 
the Fund may be subject to such taxes in the future. If the Fund expects such WHT on trading in 
A-Shares to be imposed, it reserves the right to establish a reserve for such tax, although it currently 
does not do so. If the Fund establishes such a reserve but is not ultimately subject to the tax, 
shareholders who redeemed or sold their shares while the reserve was in place will effectively bear 
the tax and may not benefi t from the later release, if any, of the reserve. Conversely, if the Fund does 
not establish such a reserve but ultimately is subject to the tax, shareholders who redeemed or sold 
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their shares prior to the tax being withheld, reserved or paid will have effectively avoided the tax, 
even if they benefi ted from the trading that precipitated the Fund’s payment of it. Investors should 
note that such provision may be excessive or inadequate to meet actual WHT liabilities (which could 
include interest and penalties) on the Fund’s investments. As a result, investors may be advantaged 
or disadvantaged depending on the fi nal rules of the relevant PRC tax authorities.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

Stock Connect Program Risk. The Stock Connect Programs are subject to daily and aggregate 
quota limitations, and an investor cannot purchase and sell the same security on the same trading 
day, which may restrict the Fund’s ability to invest in A-Shares through the Programs and to enter into 
or exit trades on a timely basis. The Shanghai and Shenzhen markets may be open at a time when 
the Stock Connect Programs are not active, with the result that prices of A-Shares may fl uctuate at 
times when the Fund is unable to add to or exit its positions. Because the Stock Connect Programs 
are new, the actual effect on the market for trading A-Shares with the introduction of large numbers 
of foreign investors is still relatively unknown. Further, regulations or restrictions, such as limitations 
on redemptions or suspension of trading, may adversely impact the program. There is no guarantee 
that the Shanghai, Shenzhen and Hong Kong Stock Exchanges will continue to support the Stock 
Connect Programs in the future.

B-Shares Risk. The China B-Share market is generally smaller, less liquid and has a smaller 
issuer base than the China A-Share market. The issuers that compose the B-Share market include 
a broad range of companies, including companies with large, medium and small capitalizations. 
Further, the B-Shares market may behave very differently from other portions of the Chinese equity 
markets, and there may be little to no correlation between the performance of the two.

H-Shares Risk. H-Shares are foreign securities which, in addition to the risks described 
herein, are subject to the risk that the Hong Kong stock market may behave very differently from the 
mainland Chinese stock market. There may be little to no correlation between the performance of the 
Hong Kong stock market and the mainland Chinese stock market.

N-Shares Risk. N-Shares are securities of companies with business operations in mainland 
China and listed on an American stock exchange, such as the NYSE or NASDAQ. Because companies 
issuing N-Shares have business operations in China, they are subject to certain political and 
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economic risks in China. The American stock market may behave very differently from the mainland 
Chinese stock market, and there may be little to no correlation between the performance of the two.

P-Chip Companies Risk. P-Chip companies are often run by the private sector and have a 
majority of their business operations in mainland China. P-Chip shares are traded in Hong Kong 
dollars on the Hong Kong Stock Exchange, and may also be traded by foreigners. Because they 
are traded on the Hong Kong Stock Exchange, P-Chips are also subject to risks similar to those 
associated with investments in H Shares. They are also subject to risks affecting their jurisdiction of 
incorporation, including any legal or tax changes.

Red Chip Companies Risk. Red Chip companies are controlled, either directly or indirectly, 
by the central, provincial or municipal governments of the PRC. Red Chip shares are traded in 
Hong Kong dollars on the Hong Kong Stock Exchange and may also be traded by foreigners. Because 
Red Chip companies are controlled by various PRC governmental authorities, investing in Red Chips 
involves risks that political changes, social instability, regulatory uncertainty, adverse diplomatic 
developments, asset expropriation or nationalization, or confi scatory taxation could adversely affect 
the performance of Red Chip companies. Red Chip companies may be less effi ciently run and less 
profi table than other companies.

S-Chip Companies Risk. The Fund may invest in shares of companies with business 
operations in mainland China and listed on the Singapore Exchange (“S Chips”). S-Chip shares 
are issued by companies incorporated anywhere, but many are registered in Singapore, the British 
Virgin Islands, the Cayman Islands, or Bermuda. They are subject to risks affecting their jurisdiction 
of incorporation, including any legal or tax changes. S Chip companies may or may not be owned at 
least in part by a Chinese central, provincial or municipal government and be subject to the types of 
risks that come with such ownership described herein.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries) or sector of the economy. While the 
Fund’s sector and industry exposure is expected to vary over time based on the composition of the 
Underlying Index, the Fund is currently subject to the principal risks described below. The Fund may 
have signifi cant exposure to other industries or sectors over time.

Industrials Sector Risk. The industrials sector may be affected by changes in the supply 
and demand for products and services, product obsolescence, claims for environmental damage or 
product liability and general economic conditions, among other factors.

Information Technology Sector Risk. The value of stocks of technology companies and 
companies that rely heavily on technology is particularly vulnerable to rapid changes in technology 
product cycles, rapid product obsolescence, government regulation and competition, both 
domestically and internationally, including competition from competitors with lower production costs. 
Technology companies and companies that rely heavily on technology, especially those of smaller, 
less-seasoned companies, tend to be more volatile than the overall market.
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Real Estate Sector Risk. The Fund may invest in securities within the real estate sector. Real 
estate issuers may be volatile. Real estate securities are susceptible to the risks associated with 
direct ownership of real estate, including declines in the real estate market, decreases in property 
revenues, increases in interest rates, increases in property taxes and operating expenses, legal 
and regulatory changes, a lack of credit or capital, defaults by borrowers or tenants, environmental 
problems and natural disasters.

Utilities Sector Risk. The utilities sector is subject to signifi cant government regulation and 
oversight. Companies in the utilities sector may be adversely affected due to increases in commodity 
and operating costs, rising costs of fi nancing capital construction and the cost of complying with 
government regulations, among other factors.

Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the Fund may 
lose value if the local currency of a foreign market depreciates against the U.S. dollar, even if the 
local currency value of the Fund’s holdings goes up. Currency exchange rates can be very volatile 
and can change quickly and unpredictably, which may adversely affect the Fund. The Fund may also 
be subject to delays in converting or transferring U.S. dollars to foreign currencies for the purpose 
of purchasing portfolio investments. This may hinder the Fund’s performance, including because any 
delay could result in the Fund missing an investment opportunity and purchasing securities at a 
higher price than originally intended, or incurring cash drag.

Depositary Receipts Risk. The Fund may hold the securities of foreign companies in the form 
of depositary receipts, including American Depositary Receipts and Global Depositary Receipts. 
Investing in depositary receipts entails the risks associated with foreign investments. The underlying 
securities of the depositary receipts in the Fund’s portfolio are subject to fl uctuations in foreign 
currency exchange rates that may affect the value of the Fund’s portfolio. In addition, the value of 
the securities underlying the depositary receipts may change materially when the U.S. markets are 
not open for trading, which will affect the value of the depositary receipts. Like direct investments 
in foreign securities, investments in depositary receipts involve political and economic risks distinct 
from those associated with investing in the securities of U.S. issuers.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement fails 
to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater than, the 
full value of the derivative if the counterparty fails to perform its obligations. Counterparty risks are 
compounded by the fact that there are only a limited number of ways available to invest in certain 
reference assets, including A-Shares, and, therefore, there may be few counterparties to swaps based 
on those reference assets. Investments in derivatives may expose the Fund to leverage, which may 
cause the Fund to be more volatile than if it had not been leveraged. Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund.
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Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.

Environmental Issuers Risk. Investments in issuers engaged in environmentally benefi cial services 
and products may be volatile, including due changes in economic conditions and government policy. 
Those companies may be highly dependent upon government subsidies, contracts with government 
entities, and the successful development of new and proprietary technologies. In addition, seasonal 
weather conditions, fl uctuations in supply of and demand for clean energy products, and international 
political events may cause fl uctuations in the performance of these issuers and the prices of their 
securities. Other countries, including the U.S., may take steps against Chinese companies engaged 
in environmentally benefi cial services and products, such as through the imposition of tariffs and 
anti-dumping duties. Even companies that are deemed to be involved in environmentally benefi cial 
services and products in China may not necessarily compare favorably with respect to their 
environmental practices and impact to those of issuers of other countries.

Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only in large 
blocks called Creation Units and only to “Authorized Participants.” Unlike many other ETFs, however, 
the Fund expects to effect its creations and redemptions at least partially or fully for cash, rather than 
in-kind securities. Thus, an investment in the Fund may be less tax-effi cient than an investment in 
other ETFs as the Fund may recognize a capital gain that it could have avoided by making redemptions 
in-kind. As a result, the Fund may pay out higher capital gains distributions than ETFs that redeem 
in-kind. Further, paying redemption proceeds in cash rather than through in-kind delivery of portfolio 
securities may require the Fund to dispose of or sell portfolio investments to obtain the cash needed 
to distribute redemption proceeds at an inopportune time.

International Closed Market Trading Risk. Because substantially all of the Fund’s investments 
trade in markets that are closed when the Fund and Exchange are open, there are likely to be 
deviations between current pricing of an underlying security and stale pricing, resulting in the Fund 
trading at a discount or premium to NAV greater than those incurred by other ETFs.
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Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed 
on the Exchange, there can be no assurance that an active trading market for shares will develop or 
be maintained or that the Fund’s shares will continue to be listed.

Small Fund Risk. The Fund is small and does not yet have a signifi cant number of shares 
outstanding. Small funds are at greater risk than larger funds of wider bid-ask spreads for its shares, 
trading at a greater premium or discount to NAV, liquidation and/or a stop to trading.

Foreign Securities Risk. Investments in securities of non-U.S. issuers may be less liquid than 
investments in U.S. issuers as foreign trading markets are not typically as active as U.S. markets 
and may have less governmental regulation and oversight. For example, non-U.S. issuers may be 
subject to different accounting, auditing, fi nancial reporting and investor protection standards than 
U.S. issuers. As a result, there may be less information publicly available about non-U.S. issuers. 
Investments in non-U.S. securities also involve risk of loss due to foreign currency fl uctuations and 
political or economic instability. Foreign markets also may have clearance and settlement procedures 
that make it diffi cult for the Fund to buy and sell securities. These factors could result in a loss to 
the Fund by causing the Fund to be unable to dispose of an investment or to miss an attractive 
investment opportunity, or by causing the Fund’s assets to be uninvested for some period of time.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

High Portfolio Turnover Risk. The Fund may incur high turnover rates, which may increase the Fund’s 
brokerage commission costs and negatively impact the Fund’s performance. Such portfolio turnover 
also may generate net short-term capital gains.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane. The Fund will indirectly be 
exposed to the risks of investments by such funds. Moreover, the Fund will incur its pro rata share 
of the underlying fund’s expenses. Krane is subject to confl icts of interest in allocating Fund assets 
to investment companies that are advised, sponsored or otherwise serviced by Krane and/or its 
affi liates. To the extent that the Fund invests in investment companies or other pooled investment 
vehicles that are not registered pursuant to the 1940 Act, including foreign investment companies, it 
will not enjoy the protections of the 1940 Act.



168

Fund Summary

KraneShares MSCI China Environment Index ETF

Large Capitalization Company Risk. Investments in large capitalization companies may go in and out 
of favor based on market and economic conditions and may underperform other market segments. 
Some large capitalization companies may be unable to respond quickly to new competitive challenges 
and attain the high growth rate of successful smaller companies, especially during extended periods 
of economic expansion. As such, returns on investments in stocks of large capitalization companies 
could trail the returns on investments in stocks of small and mid capitalization companies.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.

Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold 
less than the total number of securities in the Underlying Index, the Fund is subject to management 
risk. This is the risk that the Adviser’s security selection process, which is subject to a number of 
constraints, may not produce the intended results.

Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion of 
its assets in fewer issuers than a diversifi ed fund, changes in the market value of a single portfolio 
holding could cause greater fl uctuations in the Fund’s share price than would occur in a diversifi ed 
fund. This may increase the Fund’s volatility and cause the performance of a single portfolio holding 
or a relatively small number of portfolio holdings to have a greater impact on the Fund’s performance.

Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
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to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.

Small and Mid-Capitalization Company Risk. Investing in the securities of small and medium 
capitalization companies involves greater risk and the possibility of greater price volatility than investing 
in larger capitalization companies and more established companies. Since small and medium-sized 
companies may have limited operating histories, product lines and fi nancial resources, the securities 
of these companies may lack suffi cient market liquidity and can be sensitive to expected changes in 
interest rates, borrowing costs and earnings.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.

Performance Information

Once the Fund has completed a full calendar year of operations, a bar chart and table will be 
included in this Prospectus that will provide some indication of the risks of investing in the Fund 
by showing the variability of the Fund’s return based on net assets and comparing the variability 
of the Fund’s return to a broad measure of market performance. Once available, the Fund’s current 
performance information will be available at www.kraneshares.com. Past performance does not 
necessarily indicate how the Fund will perform in the future.
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Management

Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund.

Portfolio Manager

Mark Schlarbaum, Managing Partner of the Adviser, has served as the lead portfolio manager 
of the Fund since 2017. Jonathan Shelon, Managing Partner and Chief Operating Offi cer of the 
Adviser, also serves as a portfolio manager of the Fund. Mr. Shelon supports Mr. Schlarbaum and 
Krane’s investment team for the Fund and has been a portfolio manager of the Fund since 2018. 
Mr. Schlarbaum will continue to serve as the Fund’s lead portfolio manager.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income, qualifi ed dividend income or capital 
gains (or a combination), unless your investment is in an IRA or other tax-advantaged retirement 
account, which may be taxable upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares MSCI One Belt One Road Index ETF (the “Fund”) seeks to provide investment results 
that, before fees and expenses, track the price and yield performance of a specifi c foreign equity 
securities index. The Fund’s current index is the MSCI Global China Infrastructure Exposure Index (the 
“Underlying Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . None

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.78%

Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00%

Other Expenses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.02%

Total Annual Fund Operating Expenses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.80%

* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same each year. This Example does not refl ect any 
brokerage commissions that you may pay on purchases and sales of your shares. Although your 
actual costs may be higher or lower, based on these assumptions, whether you do or do not sell your 
shares, your costs would be:

1 Year 3 Years 5 Years 10 Years

$82 $255 $444 $990

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
For the fi scal period starting from the Fund’s inception, September 7, 2017, to March 31, 2018, 
the Fund’s portfolio turnover rate was 1% of the average value of its portfolio. This rate excludes the 
value of portfolio securities received or delivered as a result of in-kind creations or redemptions of 
the Fund’s shares.
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Principal Investment Strategies

Under normal circumstances, the Fund will invest at least 80% of its total assets in components 
of the Underlying Index, depositary receipts, including American depositary receipts (“ADRs”), 
representing such components and securities underlying depositary receipts in the Underlying Index. 
The Underlying Index is designed to track the equity market performance of companies determined 
by the provider of the Underlying Index, MSCI Inc. (“Index Provider”) to have high revenue exposure 
to Chinese infrastructure development in industries relevant to the Chinese Government’s “One 
Belt, One Road” initiative. The One Belt, One Road initiative supports interconnectedness between 
China and other Eurasian countries by making investments in areas that are expected to increase 
such interconnectedness, including new roads, enhanced infrastructure project and improved 
communications networks among such countries. The Underlying Index may include securities 
included in the MSCI ACWI + Frontier Market IMI Index or MSCI China All Shares Index, but will 
exclude issuers from the Americas, developed European countries, Australia, Hong Kong, Japan, 
Korea and Taiwan.

The Underlying Index is modifi ed so that as of each Underlying Index rebalance 45% of the weight 
of the Underlying Index is allocated to Chinese issuers and 55% to issuers of other countries. Within 
these allocations, the issuers are weighted based on their free-fl oat market capitalization, except 
that no country’s issuers (except for China) will represent more than 10% of the Underlying Index 
as of each Underlying Index rebalance. Although the Underlying Index may include the securities of 
small-cap, mid-cap and large-cap issuers, each issuer must meet a minimum market capitalization 
requirement to be included in the Underlying Index. The Underlying Index excludes issuers of certain 
countries based, in part, on their expected ability to benefi t from China’s infrastructure development 
initiatives.

The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying 
Index, but that Krane Funds Advisors, LLC (“Krane”) believes will help the Fund track the Underlying 
Index. These investments may include equity securities and depositary receipts of issuers whose 
securities are not components of the Underlying Index, derivative instruments (including swaps, 
futures forwards, structured notes and options), other investment companies (including ETFs) and 
cash or cash equivalents (including money market funds). The other investment companies in which 
the Fund may invest may be advised, sponsored or otherwise serviced by Krane and/or its affi liates.

The following China-related securities may be included in the Underlying Index and/or represent 
investments of the Fund:

 • China A-Shares, which are shares of companies incorporated in mainland China and traded 
on the Chinese exchanges. China A-Shares are primarily purchased and sold in the domestic 
Chinese market. To the extent the Fund invests in China A-Shares, it expects to do so through the 
Shanghai-Hong Kong Stock Connect Program or Shenzhen-Hong Kong Stock Connect Program 
(“Stock Connect Programs”). A Renminbi Qualifi ed Foreign Institutional Investor (“RQFII”) or 
Qualifi ed Foreign Institutional Investor (“QFII”) license may also be acquired to invest directly in 
China A-Shares.

 • China B Shares, which are shares of companies listed on the Shanghai or Shenzhen Stock 
Exchange but quoted and traded in foreign currencies (such as Hong Kong Dollars or U.S. Dollars), 
which were primarily created for trading by foreign investors.
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 • China H Shares, which are shares of companies incorporated in mainland China and listed on 
the Hong Kong Stock Exchange (“H-Shares”), where they are traded in Hong Kong dollars and 
may be traded by foreign investors.

 • China N Shares, which are shares of companies with business operations in mainland China and 
listed on an American stock exchange, such as NYSE or NASDAQ (“N-Shares”).

 • P-Chips, which are shares of private sector companies with a majority of their business operations 
in mainland China and controlling private Chinese shareholders, which are incorporated outside 
of mainland China and traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • Red Chips, which are shares of companies with a majority of their business operations in 
mainland China and controlled by the central, provincial or municipal governments of the PRC, 
whose shares are traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • S-Chips, which are shares of companies with business operations in mainland China and listed 
on the Singapore Exchange. S-Chip shares are issued by companies incorporated anywhere, but 
many are registered in Singapore, the British Virgin Islands, the Cayman Islands, or Bermuda.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, 
the Fund expects to use representative sampling to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to the Underlying Index.

As of June 29, 2018, the Underlying Index included 111 securities of companies with a total market 
capitalization of $887 billion, a capitalization range of $949 million to $66.96 billion and an average 
market capitalization of $8 billion.

The Fund is non-diversifi ed. To the extent the Underlying Index is concentrated in a particular industry, 
the Fund is expected to be concentrated in that industry. As of June 29, 2018, issuers in the materials 
sector (33.11%), industrials sector (29.57%) and utilities sector (15.33%) represented signifi cant 
portions of the Underlying Index.

The Fund may engage in securities lending.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
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economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.

In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

A-Shares Risk. A-Shares are issued by companies incorporated in mainland China and are 
traded on Chinese exchanges. Investments in A-Shares are made available to domestic Chinese 
investors and certain foreign investors, including those who have been approved as a QFII or a RQFII 
and through the Stock Connect Programs. Investments by foreign investors in A-Shares are subject to 
various restrictions, regulations and limits. To the extent that it invests in A-Shares, the Fund currently 
intends to gain exposure to A-Shares through the Stock Connect Programs. The Fund may also gain 
exposure to A-Shares by investing in investments that provide exposure to A-Shares, such as other 
investment companies, or Krane may acquire a QFII or RQFII license to invest in A-Shares for the 
Fund. Investments in A-Shares are heavily regulated and the recoupment and repatriation of assets 
invested in A-Shares is subject to restrictions by the Chinese government. A-Shares may be subject 
to frequent and widespread trading halts and may become illiquid. This could cause volatility in the 
Fund’s share price and subject the Fund to a greater risk of trading halts.

Custody Risks. In accordance with Chinese regulations and the terms of a QFII or RQFII 
license, as applicable, and insofar as Krane acquires a QFII or RQFII license, A-Shares will be held in 
the joint names of the Fund and Krane. While Krane may not use such an account for any purpose 
other than for maintaining the Fund’s assets, the Fund’s assets may not be as well protected as they 
would be if it were possible for them to be registered and held solely in the name of the Fund. There 
is a risk that creditors of Krane may assert that the securities are owned by Krane and that regulatory 
actions taken against Krane may affect the Fund. The risk is particularly acute in the case of cash 
deposited with a PRC sub-custodian (“PRC Custodian”) because it may not be segregated, and it 
may be treated as a debt owing from the PRC Custodian to the Fund as a depositor. Thus, in the event 
of a PRC Custodian bankruptcy, liquidation, or similar event, the Fund may face diffi culties and/or 
encounter delays in recovering its cash.

Tax Risk. Per a circular (Caishui [2014] 79), the Fund is expected to be temporarily exempt 
from the Chinese withholding tax (“WHT”) on capital gains on trading in A-Shares as of November 17, 
2014. There is no indication as to how long the temporary exemption will remain in effect. Accordingly, 
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the Fund may be subject to such taxes in the future. If the Fund expects such WHT on trading in 
A-Shares to be imposed, it reserves the right to establish a reserve for such tax, although it currently 
does not do so. If the Fund establishes such a reserve but is not ultimately subject to the tax, 
shareholders who redeemed or sold their shares while the reserve was in place will effectively bear 
the tax and may not benefi t from the later release, if any, of the reserve. Conversely, if the Fund does 
not establish such a reserve but ultimately is subject to the tax, shareholders who redeemed or sold 
their shares prior to the tax being withheld, reserved or paid will have effectively avoided the tax, 
even if they benefi ted from the trading that precipitated the Fund’s payment of it. Investors should 
note that such provision may be excessive or inadequate to meet actual WHT liabilities (which could 
include interest and penalties) on the Fund’s investments. As a result, investors may be advantaged 
or disadvantaged depending on the fi nal rules of the relevant PRC tax authorities.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

Stock Connect Program Risk. The Stock Connect Programs are subject to daily and aggregate 
quota limitations, and an investor cannot purchase and sell the same security on the same trading 
day, which may restrict the Fund’s ability to invest in A-Shares through the Programs and to enter into 
or exit trades on a timely basis. The Shanghai and Shenzhen markets may be open at a time when 
the Stock Connect Programs are not active, with the result that prices of A-Shares may fl uctuate at 
times when the Fund is unable to add to or exit its positions. Because the Stock Connect Programs 
are new, the actual effect on the market for trading A-Shares with the introduction of large numbers 
of foreign investors is still relatively unknown. Further, regulations or restrictions, such as limitations 
on redemptions or suspension of trading, may adversely impact the program. There is no guarantee 
that the Shanghai, Shenzhen and Hong Kong Stock Exchanges will continue to support the Stock 
Connect Programs in the future.

B-Shares Risk. The China B-Share market is generally smaller, less liquid and has a smaller 
issuer base than the China A-Share market. The issuers that compose the B-Share market include 
a broad range of companies, including companies with large, medium and small capitalizations. 
Further, the B-Shares market may behave very differently from other portions of the Chinese equity 
markets, and there may be little to no correlation between the performance of the two.

H-Shares Risk. H-Shares are foreign securities which, in addition to the risks described 
herein, are subject to the risk that the Hong Kong stock market may behave very differently from the 
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mainland Chinese stock market. There may be little to no correlation between the performance of the 
Hong Kong stock market and the mainland Chinese stock market.

N-Shares Risk. N-Shares are securities of companies with business operations in mainland 
China and listed on an American stock exchange, such as the NYSE or NASDAQ. Because companies 
issuing N-Shares have business operations in China, they are subject to certain political and 
economic risks in China. The American stock market may behave very differently from the mainland 
Chinese stock market, and there may be little to no correlation between the performance of the two.

P-Chip Companies Risk. P-Chip companies are often run by the private sector and have a 
majority of their business operations in mainland China. P-Chip shares are traded in Hong Kong 
dollars on the Hong Kong Stock Exchange, and may also be traded by foreigners. Because they 
are traded on the Hong Kong Stock Exchange, P-Chips are also subject to risks similar to those 
associated with investments in H Shares. They are also subject to risks affecting their jurisdiction of 
incorporation, including any legal or tax changes.

Red Chip Companies Risk. Red Chip companies are controlled, either directly or indirectly, 
by the central, provincial or municipal governments of the PRC. Red Chip shares are traded in Hong 
Kong dollars on the Hong Kong Stock Exchange and may also be traded by foreigners. Because 
Red Chip companies are controlled by various PRC governmental authorities, investing in Red Chips 
involves risks that political changes, social instability, regulatory uncertainty, adverse diplomatic 
developments, asset expropriation or nationalization, or confi scatory taxation could adversely affect 
the performance of Red Chip companies. Red Chip companies may be less effi ciently run and less 
profi table than other companies.

S-Chip Companies Risk. The Fund may invest in shares of companies with business 
operations in mainland China and listed on the Singapore Exchange (“S Chips”). S-Chip shares 
are issued by companies incorporated anywhere, but many are registered in Singapore, the British 
Virgin Islands, the Cayman Islands, or Bermuda. They are subject to risks affecting their jurisdiction 
of incorporation, including any legal or tax changes. S Chip companies may or may not be owned at 
least in part by a Chinese central, provincial or municipal government and be subject to the types of 
risks that come with such ownership described herein.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries) or sector of the economy. While the 
Fund’s sector and industry exposure is expected to vary over time based on the composition of the 
Underlying Index, the Fund is currently subject to the principal risks described below. The Fund may 
have signifi cant exposure to other industries or sectors over time.

Industrials Sector Risk. The industrials sector may be affected by changes in the supply 
and demand for products and services, product obsolescence, claims for environmental damage or 
product liability and general economic conditions, among other factors.
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Materials Sector Risk. The materials sector may be adversely impacted by the volatility of 
commodity prices, exchange rates, depletion of resources, over-production, litigation and government 
regulations, among other factors.

Utilities Sector Risk. The utilities sector is subject to signifi cant government regulation and 
oversight. Companies in the utilities sector may be adversely affected due to increases in commodity 
and operating costs, rising costs of fi nancing capital construction and the cost of complying with 
government regulations, among other factors.

Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the Fund may 
lose value if the local currency of a foreign market depreciates against the U.S. dollar, even if the 
local currency value of the Fund’s holdings goes up. Currency exchange rates can be very volatile 
and can change quickly and unpredictably, which may adversely affect the Fund. The Fund may also 
be subject to delays in converting or transferring U.S. dollars to foreign currencies for the purpose 
of purchasing portfolio investments. This may hinder the Fund’s performance, including because any 
delay could result in the Fund missing an investment opportunity and purchasing securities at a 
higher price than originally intended, or incurring cash drag.

Depositary Receipts Risk. The Fund may hold the securities of foreign companies in the form 
of depositary receipts, including American Depositary Receipts and Global Depositary Receipts. 
Investing in depositary receipts entails the risks associated with foreign investments. The underlying 
securities of the depositary receipts in the Fund’s portfolio are subject to fl uctuations in foreign 
currency exchange rates that may affect the value of the Fund’s portfolio. In addition, the value of 
the securities underlying the depositary receipts may change materially when the U.S. markets are 
not open for trading, which will affect the value of the depositary receipts. Like direct investments 
in foreign securities, investments in depositary receipts involve political and economic risks distinct 
from those associated with investing in the securities of U.S. issuers.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement fails 
to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater than, the 
full value of the derivative if the counterparty fails to perform its obligations. Counterparty risks are 
compounded by the fact that there are only a limited number of ways available to invest in certain 
reference assets, including A-Shares, and, therefore, there may be few counterparties to swaps based 
on those reference assets. Investments in derivatives may expose the Fund to leverage, which may 
cause the Fund to be more volatile than if it had not been leveraged. Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund.

Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
economic instability, greater risk of market shutdown and more governmental limitations on foreign 
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investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.

Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only in large 
blocks called Creation Units and only to “Authorized Participants.” Unlike many other ETFs, however, 
the Fund expects to effect its creations and redemptions at least partially or fully for cash, rather than 
in-kind securities. Thus, an investment in the Fund may be less tax-effi cient than an investment in 
other ETFs as the Fund may recognize a capital gain that it could have avoided by making redemptions 
in-kind. As a result, the Fund may pay out higher capital gains distributions than ETFs that redeem 
in-kind. Further, paying redemption proceeds in cash rather than through in-kind delivery of portfolio 
securities may require the Fund to dispose of or sell portfolio investments to obtain the cash needed 
to distribute redemption proceeds at an inopportune time.

International Closed Market Trading Risk. Because substantially all of the Fund’s investments 
trade in markets that are closed when the Fund and Exchange are open, there are likely to be 
deviations between current pricing of an underlying security and stale pricing, resulting in the Fund 
trading at a discount or premium to NAV greater than those incurred by other ETFs.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed 
on the Exchange, there can be no assurance that an active trading market for shares will develop or 
be maintained or that the Fund’s shares will continue to be listed.
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Small Fund Risk. The Fund is small and does not yet have a signifi cant number of shares 
outstanding. Small funds are at greater risk than larger funds of wider bid-ask spreads for its shares, 
trading at a greater premium or discount to NAV, liquidation and/or a stop to trading.

Foreign Securities Risk. Investments in securities of non-U.S. issuers may be less liquid than 
investments in U.S. issuers as foreign trading markets are not typically as active as U.S. markets 
and may have less governmental regulation and oversight. For example, non-U.S. issuers may be 
subject to different accounting, auditing, fi nancial reporting and investor protection standards than 
U.S. issuers. As a result, there may be less information publicly available about non-U.S. issuers. 
Investments in non-U.S. securities also involve risk of loss due to foreign currency fl uctuations and 
political or economic instability. Foreign markets also may have clearance and settlement procedures 
that make it diffi cult for the Fund to buy and sell securities. These factors could result in a loss to 
the Fund by causing the Fund to be unable to dispose of an investment or to miss an attractive 
investment opportunity, or by causing the Fund’s assets to be uninvested for some period of time.

Frontier Markets Risk. Frontier market countries generally have smaller economies and less 
developed capital markets or legal, regulatory and political systems than traditional emerging market 
countries. As a result, the risks of investing in emerging market countries are magnifi ed in frontier 
market countries.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

High Portfolio Turnover Risk. The Fund may incur high turnover rates, which may increase the Fund’s 
brokerage commission costs and negatively impact the Fund’s performance. Such portfolio turnover 
also may generate net short-term capital gains.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane. The Fund will indirectly be 
exposed to the risks of investments by such funds. Moreover, the Fund will incur its pro rata share 
of the underlying fund’s expenses. Krane is subject to confl icts of interest in allocating Fund assets 
to investment companies that are advised, sponsored or otherwise serviced by Krane and/or its 
affi liates. To the extent that the Fund invests in investment companies or other pooled investment 
vehicles that are not registered pursuant to the 1940 Act, including foreign investment companies, it 
will not enjoy the protections of the 1940 Act.

Large Capitalization Company Risk. Investments in large capitalization companies may go in and out 
of favor based on market and economic conditions and may underperform other market segments. 
Some large capitalization companies may be unable to respond quickly to new competitive challenges 
and attain the high growth rate of successful smaller companies, especially during extended periods 
of economic expansion. As such, returns on investments in stocks of large capitalization companies 
could trail the returns on investments in stocks of small and mid capitalization companies.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
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redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.

Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold 
less than the total number of securities in the Underlying Index, the Fund is subject to management 
risk. This is the risk that the Adviser’s security selection process, which is subject to a number of 
constraints, may not produce the intended results.

Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion of 
its assets in fewer issuers than a diversifi ed fund, changes in the market value of a single portfolio 
holding could cause greater fl uctuations in the Fund’s share price than would occur in a diversifi ed 
fund. This may increase the Fund’s volatility and cause the performance of a single portfolio holding 
or a relatively small number of portfolio holdings to have a greater impact on the Fund’s performance.

Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.

Small and Mid-Capitalization Company Risk. Investing in the securities of small and medium 
capitalization companies involves greater risk and the possibility of greater price volatility than investing 
in larger capitalization companies and more established companies. Since small and medium-sized 
companies may have limited operating histories, product lines and fi nancial resources, the securities 
of these companies may lack suffi cient market liquidity and can be sensitive to expected changes in 
interest rates, borrowing costs and earnings.
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Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed 
in the same manner as an ordinary corporation, and distributions to its shareholders would not be 
deductible by the Fund in computing its taxable income, which would adversely affect the Fund’s 
performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.

Performance Information

Once the Fund has completed a full calendar year of operations, a bar chart and table will be 
included in this Prospectus that will provide some indication of the risks of investing in the Fund 
by showing the variability of the Fund’s return based on net assets and comparing the variability 
of the Fund’s return to a broad measure of market performance. Once available, the Fund’s current 
performance information will be available at www.kraneshares.com. Past performance does not 
necessarily indicate how the Fund will perform in the future.
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Management

Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund.

Portfolio Manager

Mark Schlarbaum, Managing Partner of the Adviser, has served as the lead portfolio manager 
of the Fund since 2017. Jonathan Shelon, Managing Partner and Chief Operating Offi cer of the 
Adviser, also serves as a portfolio manager of the Fund. Mr. Shelon supports Mr. Schlarbaum and 
Krane’s investment team for the Fund and has been a portfolio manager of the Fund since 2018. 
Mr. Schlarbaum will continue to serve as the Fund’s lead portfolio manager.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income, qualifi ed dividend income or capital 
gains (or a combination), unless your investment is in an IRA or other tax-advantaged retirement 
account, which may be taxable upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Investment Objective

The KraneShares Zacks New China ETF (the “Fund”) seeks to provide investment results that, before 
fees and expenses, correspond generally to the price and yield performance of a specifi c foreign 
equity securities index. The Fund’s current index is the Zacks New China Index (the “Underlying 
Index”).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy and hold shares of 
the Fund. The table below does not include the brokerage commissions that you may pay when 
purchasing or selling shares of the Fund.

Shareholder Fees (fees paid directly from your investment)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . None

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.68%

Distribution and/or Service (12b-1) Fees*  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.00%

Other Expenses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.03% 

Total Annual Fund Operating Expenses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 0.71%

* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of 

the Fund’s average daily net assets. However, no such fee is currently paid by the Fund, and the Board of 

Trustees has not currently approved the commencement of any payments under the Distribution Plan.

Example

This Example is intended to help you compare the cost of investing in the Fund with the cost of 
investing in other funds. The Example assumes that you invest $10,000 in the Fund for the time 
periods indicated. The Example also assumes that your investment has a 5% return each year and 
that the Fund’s operating expenses remain the same each year. This Example does not refl ect any 
brokerage commissions that you may pay on purchases and sales of your shares. Although your 
actual costs may be higher or lower, based on these assumptions, whether you do or do not sell your 
shares, your costs would be:

1 Year 3 Years 5 Years 10 Years

$73 $227 $395 $883

Portfolio Turnover

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
refl ected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
During the most recent fi scal year, the Fund’s portfolio turnover rate was 105% of the average value 
of its portfolio. This rate excludes the value of portfolio securities received or delivered as a result of 
in-kind creations or redemptions of the Fund’s shares.
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Principal Investment Strategies

Under normal circumstances, the Fund will invest at least 80% of its total assets in securities of 
the Underlying Index or in depositary receipts representing securities of the Underlying Index. The 
Underlying Index takes a “smart-beta” approach to provide exposure to companies listed in Mainland 
China, Hong Kong and the United States whose primary business or businesses the index provider, 
Zacks Index Services (“Zacks”), has determined should benefi t from the current Five-Year Plan (“Plan”) 
of the central Chinese government. The Underlying Index methodology identifi es sectors expected to 
benefi t from the Plan and ranks the stocks within each sector based on various investment factors, 
including price, cash fl ow, free cash fl ow, momentum and volatility. Based on the foregoing, 40 stocks 
are included in the Underlying Index. As of each rebalance date, the top 10 largest capitalization 
stocks included in the Underlying Index each represent approximately 3.75% of the Underlying Index, 
the 20 middle capitalization stocks each represent approximately 2.5% of the Underlying Index, and 
the 10 smallest capitalization stocks each represent approximately 1.25% of the Underlying Index. 
As of each rebalance date, no sector will represent more than 40% of the Underlying Index.

The Plan is a series of development initiatives that have been released by the Chinese government 
every fi ve years since 1953. The Plan outlines the Chinese government’s goals for, among other 
things, social and economic growth and industrial planning in key sectors and regions. The central 
Chinese government released the Thirteenth Five Year Plan (2016-2020) in March 2016. The 
Thirteenth Five Year Plan emphasizes improving the lives of Chinese citizens, health care, technology, 
the environment, more competitive markets, agriculture, the military and education.

The Underlying Index defi nes Chinese companies to include companies incorporated in China, 
companies with a majority of their business in China, companies headquartered in China, companies 
directly or indirectly controlled by an entity owned by a Chinese central, provincial or municipal 
government and companies listed for trading in Hong Kong with signifi cant operations in China.

The Fund may invest up to 20% of its assets in instruments that are not included in the Underlying 
Index, but that Krane Funds Advisors, LLC (“Krane”) believes will help the Fund track the Underlying 
Index. These investments may include equity securities and depositary receipts of issuers whose 
securities are not components of the Underlying Index, derivative instruments (including swaps, 
futures and options contracts), other investment companies (including ETFs) and cash or cash 
equivalents (including money market funds). The other investment companies in which the Fund may 
invest may be advised, sponsored or otherwise serviced by Krane, and/or its affi liates.

The following China-related securities may be included in the Underlying Index and/or represent 
investments of the Fund:

 • China A-Shares, which are shares of companies incorporated in mainland China and traded 
on the Chinese exchanges. China A-Shares are primarily purchased and sold in the domestic 
Chinese market. To the extent the Fund invests in China A-Shares, it expects to do so through the 
Shanghai-Hong Kong Stock Connect Program or Shenzhen-Hong Kong Stock Connect Program 
(“Stock Connect Programs”). A Renminbi Qualifi ed Foreign Institutional Investor (“RQFII”) or 
Qualifi ed Foreign Institutional Investor (“QFII”) license may also be acquired to invest directly in 
China A-Shares.
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 • China B Shares, which are shares of companies listed on the Shanghai or Shenzhen Stock 
Exchange but quoted and traded in foreign currencies (such as Hong Kong Dollars or U.S. Dollars), 
which were primarily created for trading by foreign investors.

 • China H Shares, which are shares of companies incorporated in mainland China and listed on 
the Hong Kong Stock Exchange (“H-Shares”), where they are traded in Hong Kong dollars and 
may be traded by foreign investors.

 • China N Shares, which are shares of companies with business operations in mainland China and 
listed on an American stock exchange, such as NYSE or NASDAQ (“N-Shares”).

 • P-Chips, which are shares of private sector companies with a majority of their business operations 
in mainland China and controlling private Chinese shareholders, which are incorporated outside 
of mainland China and traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • Red Chips, which are shares of companies with a majority of their business operations in 
mainland China and controlled by the central, provincial or municipal governments of the PRC, 
whose shares are traded on the Hong Kong Stock Exchange in Hong Kong dollars.

 • S-Chips, which are shares of companies with business operations in mainland China and listed 
on the Singapore Exchange. S-Chip shares are issued by companies incorporated anywhere, but 
many are registered in Singapore, the British Virgin Islands, the Cayman Islands, or Bermuda.

Although the Fund reserves the right to replicate (or hold all components of) the Underlying Index, 
the Fund expects to use representative sampling to track the Underlying Index. “Representative 
sampling” is a strategy that involves investing in a representative sample of securities that collectively 
have an investment profi le similar to the Underlying Index.

As of June 30, 2018, the Underlying Index included 40 securities of companies with a market 
capitalization range of $886 million to $447.01 billion and had an average market capitalization of 
$24.45 billion. The Underlying Index is rebalanced annually.

The Fund may engage in securities lending.

The Fund is non-diversifi ed. To the extent the Underlying Index is concentrated in a particular 
industry, the Fund is expected to be concentrated in that industry. As of June 30, 2018, issuers in 
the information technology sector (29.69%), utilities sector (22.73%) and consumer discretionary 
sector (21.15%) each represented a signifi cant portion of the Underlying Index.

Principal Risks

As with all exchange traded funds (“ETFs”), a shareholder of the Fund is subject to the risk that 
his or her investment could lose money. The Fund may not achieve its investment objective and an 
investment in the Fund is not by itself a complete or balanced investment program. An investment 
in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit 
Insurance Corporation or any other government agency. An investment in the Fund involves the risk of 
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total loss. In addition to these risks, the Fund is subject to a number of additional principal risks that 
may affect the value of its shares, including:

China Risk. The Chinese economy is generally considered an emerging market and can be 
signifi cantly affected by economic and political conditions in China and surrounding Asian countries. 
In addition, the Chinese economy is export-driven and highly reliant on trade. A downturn in the 
economies of China’s primary trading partners could slow or eliminate the growth of the Chinese 
economy and adversely impact the Fund’s investments. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. The Chinese 
government may introduce new laws and regulations that could have an adverse effect on the Fund. 
Although China has begun the process of privatizing certain sectors of its economy, privatized entities 
may lose money and/or be re-nationalized.

In the Chinese securities markets, a small number of issuers may represent a large portion of the 
entire market. The Chinese securities markets are subject to more frequent trading halts, low trading 
volume and price volatility. Further, the Chinese economy is heavily dependent upon trading with key 
partners. Recent developments in relations between the United States and China have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on China’s export industry and 
a commensurately negative impact on the Fund.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

A-Shares Risk. A-Shares are issued by companies incorporated in mainland China and are 
traded on Chinese exchanges. Investments in A-Shares are made available to domestic Chinese 
investors and certain foreign investors, including those who have been approved as a QFII or a RQFII 
and through the Stock Connect Programs. Investments by foreign investors in A-Shares are subject 
to various restrictions, regulations and limits. To the extent it invests in A-Shares, the Fund currently 
intends to gain exposure to A-Shares through the Stock Connect Programs. The Fund may also gain 
exposure to A-Shares by investing in investments that provide exposure to A-Shares, such as other 
investment companies, or Krane may acquire a QFII or RQFII license to invest in A-Shares for the 
Fund. Investments in A-Shares are heavily regulated and the recoupment and repatriation of assets 
invested in A-Shares is subject to restrictions by the Chinese government. A-Shares may be subject 
to frequent and widespread trading halts and may become illiquid. This could cause volatility in the 
Fund’s share price and subject the Fund to a greater risk of trading halts.

Custody Risks. In accordance with Chinese regulations and the terms of a QFII or RQFII 
license, as applicable, and insofar as Krane acquires a QFII or RQFII license, A-Shares will be held in 
the joint names of the Fund and Krane. While Krane may not use such an account for any purpose 
other than for maintaining the Fund’s assets, the Fund’s assets may not be as well protected as they 
would be if it were possible for them to be registered and held solely in the name of the Fund. There 
is a risk that creditors of Krane may assert that the securities are owned by Krane and that regulatory 
actions taken against Krane may affect the Fund. The risk is particularly acute in the case of cash 
deposited with a PRC sub-custodian (“PRC Custodian”) because it may not be segregated, and it 
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may be treated as a debt owing from the PRC Custodian to the Fund as a depositor. Thus, in the event 
of a PRC Custodian bankruptcy, liquidation, or similar event, the Fund may face diffi culties and/or 
encounter delays in recovering its cash.

Tax Risk. Per a circular (Caishui [2014] 79), the Fund is expected to be temporarily 
exempt from the Chinese withholding tax (“WHT”) on capital gains on trading in A-Shares as of 
November 17, 2014. There is no indication as to how long the temporary exemption will remain 
in effect. Accordingly, the Fund may be subject to such taxes in the future. If the Fund expects 
such WHT on trading in A-Shares to be imposed, it reserves the right to establish a reserve for 
such tax, although it currently does not do so. If the Fund establishes such a reserve but is not 
ultimately subject to the tax, shareholders who redeemed or sold their shares while the reserve 
was in place will effectively bear the tax and may not benefi t from the later release, if any, of the 
reserve. Conversely, if the Fund does not establish such a reserve but ultimately is subject to the tax, 
shareholders who redeemed or sold their shares prior to the tax being withheld, reserved or paid will 
have effectively avoided the tax, even if they benefi ted from the trading that precipitated the Fund’s 
payment of it. Investors should note that such provision may be excessive or inadequate to meet 
actual WHT liabilities (which could include interest and penalties) on the Fund’s investments. As a 
result, investors may be advantaged or disadvantaged depending on the fi nal rules of the relevant 
PRC tax authorities.

Capital Controls Risk. Economic conditions, such as volatile currency exchange rates and 
interest rates, political events and other conditions may, without prior warning, lead to intervention by 
government actors and the imposition of “capital controls.” Capital controls include the prohibition 
of, or restrictions on, the ability to transfer currency, securities or other assets. Levies may be placed 
on profi ts repatriated by foreign entities (such as the Fund). Although the RMB is not presently freely 
convertible, rather it is subject to the approval of SAFE and other relevant authorities, repatriations 
by RQFIIs are currently permitted daily and Chinese authorities have indicated their plans to move 
to a fully freely convertible RMB. There is no assurance, however, that repatriation restrictions will not 
be (re-)imposed in the future.

Hong Kong Risk. The economy of Hong Kong has few natural resources and any fl uctuation 
or shortage in the commodity markets could have a signifi cant adverse effect on the Hong Kong 
economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, the 
continuation and success of the current political, economic, legal and social policies of Hong Kong 
is dependent on and subject to the control of the Chinese government.

Stock Connect Program Risk. The Stock Connect Programs are subject to daily and aggregate 
quota limitations, and an investor cannot purchase and sell the same security on the same trading 
day, which may restrict the Fund’s ability to invest in A-Shares through the Programs and to enter into 
or exit trades on a timely basis. The Shanghai and Shenzhen markets may be open at a time when 
the Stock Connect Programs are not active, with the result that prices of A-Shares may fl uctuate at 
times when the Fund is unable to add to or exit its positions. Because the Stock Connect Programs 
are new, the actual effect on the market for trading A-Shares with the introduction of large numbers 
of foreign investors is still relatively unknown. Further, regulations or restrictions, such as limitations 
on redemptions or suspension of trading, may adversely impact the program. There is no guarantee 
that the Shanghai, Shenzhen and Hong Kong Stock Exchanges will continue to support the Stock 
Connect Programs in the future.
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B-Shares Risk. The China B-Share market is generally smaller, less liquid and has a smaller 
issuer base than the China A-Share market. The issuers that compose the B-Share market include 
a broad range of companies, including companies with large, medium and small capitalizations. 
Further, the B-Shares market may behave very differently from other portions of the Chinese equity 
markets, and there may be little to no correlation between the performance of the two.

H-Shares Risk. H-Shares are foreign securities which, in addition to the risks described 
herein, are subject to the risk that the Hong Kong stock market may behave very differently from the 
mainland Chinese stock market. There may be little to no correlation between the performance of the 
Hong Kong stock market and the mainland Chinese stock market.

N-Shares Risk. N-Shares are securities of companies with business operations in mainland 
China and listed on an American stock exchange, such as the NYSE or NASDAQ. Because companies 
issuing N-Shares have business operations in China, they are subject to certain political and 
economic risks in China. The American stock market may behave very differently from the mainland 
Chinese stock market, and there may be little to no correlation between the performance of the two.

P-Chip Companies Risk. P-Chip companies are often run by the private sector and have a 
majority of their business operations in mainland China. P-Chip shares are traded in Hong Kong 
dollars on the Hong Kong Stock Exchange, and may also be traded by foreigners. Because they 
are traded on the Hong Kong Stock Exchange, P-Chips are also subject to risks similar to those 
associated with investments in H Shares. They are also subject to risks affecting their jurisdiction of 
incorporation, including any legal or tax changes.

Red Chip Companies Risk. Red Chip companies are controlled, either directly or indirectly, 
by the central, provincial or municipal governments of the PRC. Red Chip shares are traded in Hong 
Kong dollars on the Hong Kong Stock Exchange and may also be traded by foreigners. Because 
Red Chip companies are controlled by various PRC governmental authorities, investing in Red Chips 
involves risks that political changes, social instability, regulatory uncertainty, adverse diplomatic 
developments, asset expropriation or nationalization, or confi scatory taxation could adversely affect 
the performance of Red Chip companies. Red Chip companies may be less effi ciently run and less 
profi table than other companies.

S-Chip Companies Risk. The Fund may invest in shares of companies with business 
operations in mainland China and listed on the Singapore Exchange (“S Chips”). S-Chip shares 
are issued by companies incorporated anywhere, but many are registered in Singapore, the British 
Virgin Islands, the Cayman Islands, or Bermuda. They are subject to risks affecting their jurisdiction 
of incorporation, including any legal or tax changes. S Chip companies may or may not be owned at 
least in part by a Chinese central, provincial or municipal government and be subject to the types of 
risks that come with such ownership described herein.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector. Market conditions, interest rates, and economic, regulatory, 
or fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments. From time to time, the Fund may invest a signifi cant percentage of its assets 
in issuers in a single industry (or the same group of industries) or sector of the economy. While the 
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Fund’s sector and industry exposure is expected to vary over time based on the composition of the 
Underlying Index, the Fund is currently subject to the principal risks described below. The Fund may 
have signifi cant exposure to other industries or sectors over time.

Consumer Discretionary Sector Risk. The success of consumer product manufacturers and 
retailers is tied closely to the performance of the overall domestic and international economy, interest 
rates, competitive and consumer confi dence. Success depends heavily on disposable household 
income and consumer spending. Changes in demographics and consumer tastes can also affect the 
demand for, and success of, consumer products in the marketplace.

Information Technology Sector Risk. The value of stocks of technology companies and 
companies that rely heavily on technology is particularly vulnerable to rapid changes in technology 
product cycles, rapid product obsolescence, government regulation and competition, both 
domestically and internationally, including competition from competitors with lower production costs. 
Technology companies and companies that rely heavily on technology, especially those of smaller, 
less-seasoned companies, tend to be more volatile than the overall market.

Utilities Sector Risk. The utilities sector is subject to signifi cant government regulation and 
oversight. Companies in the utilities sector may be adversely affected due to increases in commodity 
and operating costs, rising costs of fi nancing capital construction and the cost of complying with 
government regulations, among other factors.

Currency Risk. The Fund’s NAV is determined on the basis of the U.S. dollar, therefore, the Fund may 
lose value if the local currency of a foreign market depreciates against the U.S. dollar, even if the 
local currency value of the Fund’s holdings goes up. Currency exchange rates can be very volatile 
and can change quickly and unpredictably, which may adversely affect the Fund. The Fund may also 
be subject to delays in converting or transferring U.S. dollars to foreign currencies for the purpose 
of purchasing portfolio investments. This may hinder the Fund’s performance, including because any 
delay could result in the Fund missing an investment opportunity and purchasing securities at a 
higher price than originally intended, or incurring cash drag.

Depositary Receipts Risk. The Fund may hold the securities of foreign companies in the form 
of depositary receipts, including American Depositary Receipts and Global Depositary Receipts. 
Investing in depositary receipts entails the risks associated with foreign investments. The underlying 
securities of the depositary receipts in the Fund’s portfolio are subject to fl uctuations in foreign 
currency exchange rates that may affect the value of the Fund’s portfolio. In addition, the value of 
the securities underlying the depositary receipts may change materially when the U.S. markets are 
not open for trading, which will affect the value of the depositary receipts. Like direct investments 
in foreign securities, investments in depositary receipts involve political and economic risks distinct 
from those associated with investing in the securities of U.S. issuers.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) may involve leverage, which includes risks that are different from, and greater than, the risks 
associated with investing directly in a reference asset, because a small investment in a derivative 
can result in a large impact on the Fund. In addition, derivatives can be illiquid and imperfectly 
correlate with the reference asset, resulting in unexpected returns that could materially adversely 
affect the Fund. Certain derivatives (such as swaps) are bi-lateral agreements that expose the Fund 
to counterparty risk, which is the risk of loss in the event that the counterparty to an agreement fails 
to perform under it. In that case, the Fund may suffer losses potentially equal to, or greater than, the 
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full value of the derivative if the counterparty fails to perform its obligations. Counterparty risks are 
compounded by the fact that there are only a limited number of ways available to invest in certain 
reference assets, including A-Shares, and, therefore, there may be few counterparties to swaps based 
on those reference assets. Investments in derivatives may expose the Fund to leverage, which may 
cause the Fund to be more volatile than if it had not been leveraged. Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund.

Emerging Markets Risk. The Fund’s investments in emerging markets are subject to greater risk 
of loss than investments in developed markets. This is due to, among other things, greater market 
volatility, greater risk of asset seizures and capital controls, lower trading volume, political and 
economic instability, greater risk of market shutdown and more governmental limitations on foreign 
investments than typically found in developed markets. The economies of emerging markets, and 
China in particular, may be heavily reliant upon international trade and may suffer disproportionately 
if international trading declines or is disrupted.

Equity Securities Risk. The values of equity securities are subject to factors such as market 
fl uctuations, changes in interest rates and perceived trends in stock prices. Equity securities are 
subject to volatile changes in value and their values may be more volatile than other asset classes. 
In the event of liquidation, equity securities are generally subordinate in rank to debt and other 
securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only in large 
blocks called Creation Units and only to “Authorized Participants.” Unlike many other ETFs, however, 
the Fund expects to effect its creations and redemptions at least partially or fully for cash, rather than 
in-kind securities. Thus, an investment in the Fund may be less tax-effi cient than an investment in 
other ETFs as the Fund may recognize a capital gain that it could have avoided by making redemptions 
in-kind. As a result, the Fund may pay out higher capital gains distributions than ETFs that redeem 
in-kind. Further, paying redemption proceeds in cash rather than through in-kind delivery of portfolio 
securities may require the Fund to dispose of or sell portfolio investments to obtain the cash needed 
to distribute redemption proceeds at an inopportune time.

International Closed Market Trading Risk. Because substantially all of the Fund’s investments 
trade in markets that are closed when the Fund and Exchange are open, there are likely to be 
deviations between current pricing of an underlying security and stale pricing, resulting in the Fund 
trading at a discount or premium to NAV greater than those incurred by other ETFs.

Premium/Discount Risk. There may be times when the market price of the Fund’s shares 
is more than the NAV intra-day (at a premium) or less than the NAV intra-day (at a discount). As a 
result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less 
than NAV when selling Fund shares. This risk is heightened in times of market volatility or periods of 
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steep market declines. In such market conditions, market or stop loss orders to sell Fund shares may 
be executed at prices well below NAV.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. Secondary market 
trading is subject to bid-ask spreads and trading in Fund shares may be halted by the Exchange 
because of market conditions or other reasons. If a trading halt occurs, a shareholder may temporarily 
be unable to purchase or sell shares of the Fund. In addition, although the Fund’s shares are listed 
on the Exchange, there can be no assurance that an active trading market for shares will develop or 
be maintained or that the Fund’s shares will continue to be listed.

Small Fund Risk. The Fund is small and does not yet have a signifi cant number of shares 
outstanding. Small funds are at greater risk than larger funds of wider bid-ask spreads for its shares, 
trading at a greater premium or discount to NAV, liquidation and/or a stop to trading.

Foreign Securities Risk. Investments in securities of non-U.S. issuers may be less liquid than 
investments in U.S. issuers as foreign trading markets are not typically as active as U.S. markets 
and may have less governmental regulation and oversight. For example, non-U.S. issuers may be 
subject to different accounting, auditing, fi nancial reporting and investor protection standards than 
U.S. issuers. As a result, there may be less information publicly available about non-U.S. issuers. 
Investments in non-U.S. securities also involve risk of loss due to foreign currency fl uctuations and 
political or economic instability. Foreign markets also may have clearance and settlement procedures 
that make it diffi cult for the Fund to buy and sell securities. These factors could result in a loss to 
the Fund by causing the Fund to be unable to dispose of an investment or to miss an attractive 
investment opportunity, or by causing the Fund’s assets to be uninvested for some period of time.

Geographic Focus Risk. The Fund’s investments will be focused in a particular country, countries, 
or region and therefore the Fund may be susceptible to adverse market, political, regulatory, and 
geographic events affecting that country, countries or region. Such geographic focus also may subject 
the Fund to a higher degree of volatility than a more geographically diversifi ed fund.

High Portfolio Turnover Risk. The Fund may incur high portfolio turnover rates, which may increase 
the Fund’s brokerage commission costs and negatively impact the Fund’s performance. Such 
portfolio turnover also may generate net short-term capital gains.

Investment in Investment Companies Risk. The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane. The Fund will indirectly be 
exposed to the risks of investments by such funds. Moreover, the Fund will incur its pro rata share 
of the underlying fund’s expenses. Krane is subject to confl icts of interest in allocating Fund assets 
to investment companies that are advised, sponsored or otherwise serviced by Krane and/or its 
affi liates. To the extent that the Fund invests in investment companies or other pooled investment 
vehicles that are not registered pursuant to the 1940 Act, including foreign investment companies, it 
will not enjoy the protections of the 1940 Act.

Large Capitalization Company Risk. Investments in large capitalization companies may go in and out 
of favor based on market and economic conditions and may underperform other market segments. 
Some large capitalization companies may be unable to respond quickly to new competitive challenges 
and attain the high growth rate of successful smaller companies, especially during extended periods 
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of economic expansion. As such, returns on investments in stocks of large capitalization companies 
could trail the returns on investments in stocks of small and mid capitalization companies.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes diffi cult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may not be possible to initiate a transaction or 
liquidate a position, which may cause the Fund to suffer signifi cant losses and diffi culties in meeting 
redemptions. If a number of securities held by the Fund stop trading, it may have a cascading effect 
and cause the Fund to halt trading. Volatility in market prices will increase the risk of the Fund being 
subject to a trading halt.

Management Risk. Because the Fund may not fully replicate the Underlying Index and may hold 
less than the total number of securities in the Underlying Index, the Fund is subject to management 
risk. This is the risk that the Adviser’s security selection process, which is subject to a number of 
constraints, may not produce the intended results.

Market Risk. The values of the Fund’s holdings could decline generally or could underperform other 
investments. In addition, there is a risk that policy changes by the U.S. Government, Federal Reserve, 
and/or other government actors, such as continuing to raise interest rates, could cause increased 
volatility in global fi nancial markets and higher levels of Fund redemptions, which could have a 
negative impact on the Fund. Further, the Fund is susceptible to the risk that certain investments 
may be diffi cult or impossible to sell at a favorable time or price. Market developments may cause 
the Fund’s investments to become less liquid and subject to erratic price movements. Such market 
developments may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion 
of its assets in fewer issuers than a diversifi ed fund, changes in the market value of a single 
portfolio holding could cause greater fl uctuations in the Fund’s share price than would occur in 
a diversifi ed fund. This may increase the Fund’s volatility and cause the performance of a single 
portfolio holding or a relatively small number of portfolio holdings to have a greater impact on the 
Fund’s performance.

Passive Investment Risk. The Fund is not actively managed, does not seek to “beat” the Underlying 
Index and does not take temporary defensive positions when markets decline. Therefore, the Fund 
may not sell a security due to current or projected underperformance of a security, industry or sector. 
There is no guarantee that the Underlying Index will create the desired exposure. The Underlying Index 
may not contain an appropriate mix of securities, but the Fund’s investment objective and principal 
investment strategies impose limits on the Fund’s ability to invest in securities not included in the 
Underlying Index.

Securities Lending Risk. To the extent the Fund lends its securities, it may be subject to the following 
risks: (1) borrowers of the Fund’s securities typically provide collateral in the form of cash that 
is reinvested in securities; (2) the securities in which the collateral is invested may not perform 
suffi ciently to cover the return collateral payments owed to borrowers; (3) delays may occur in the 
recovery of securities from borrowers, which could interfere with the Fund’s ability to vote proxies or 
to settle transactions; and (4) there is the risk of possible loss of rights in the collateral should the 
borrower fail fi nancially.
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Small and Mid-Capitalization Company Risk. Investing in the securities of small and medium 
capitalization companies involves greater risk and the possibility of greater price volatility than investing 
in larger capitalization companies and more established companies. Since small and medium-sized 
companies may have limited operating histories, product lines and fi nancial resources, the securities 
of these companies may lack suffi cient market liquidity and can be sensitive to expected changes in 
interest rates, borrowing costs and earnings.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, asset diversifi cation and distribution requirements 
each year. If the Fund were to fail to qualify as a regulated investment company, it would be taxed 
in the same manner as an ordinary corporation, and distributions to its shareholders would not be 
deductible by the Fund in computing its taxable income, which would adversely affect the Fund’s 
performance.

Tracking Error Risk. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Underlying Index. This may be due to, among other factors, the Fund holding cash 
under certain circumstances in lieu of Underlying Index securities, such as when the Fund is subject 
to delays converting U.S. dollars into a foreign currency to purchase foreign securities. The Fund may 
not be able to invest in certain components of the Underlying Index due to legal restrictions imposed 
by foreign governments or other regulatory reasons. In addition, securities included in the Underlying 
Index may be suspended from trading. To the extent that the Fund employs a representative sampling 
strategy or calculates its NAV based on fair value prices and the value of the Underlying Index is based 
on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Changes in currency exchange rates or delays in converting currencies 
may also cause tracking error.

Valuation Risk. Independent market quotations for the securities held by the Fund may not be 
readily available, and such securities may be fair valued. Fair valuation is subjective and different 
market participants may assign different prices to the same security. As a result, there is a risk that 
the Fund may not be able to sell a security at the price assigned to the security by the Fund. In 
addition, the securities in which the Fund invests may trade on days that the Fund does not price its 
shares; as a result, the value of Fund shares may change on days when investors cannot purchase 
or sell their holdings.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.

Performance Information

The following bar chart and table illustrate the variability of the Fund’s returns and indicate the risks 
of investing in the Fund by showing how the Fund’s average annual total returns compare with those 
of a broad measure of market performance. All returns include the reinvestment of dividends and 
distributions. As always, please note that the Fund’s past performance (before and after taxes) is not 
necessarily an indication of how it will perform in the future. In addition, prior to December 1, 2015, a 
sub-adviser was responsible for day-to-day portfolio management of the Fund. Updated performance 
information is available at no cost by visiting www.kraneshares.com.
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Total Annual Returns For Calendar Year Ended December 31
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As of June 30, 2018, the Fund’s calendar year-to-date total return was -1.56%.

Best and Worst Quarter Returns (for the period refl ected in the bar chart above)

Return

Quarter 

Ended/Year

Highest Return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.49% 3/31/2017
Lowest Return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -22.26% 9/30/2015

Average Annual Total Returns for the period ended December 31, 2017

KraneShares Zacks New China ETF 

(previously known as the KraneShares CSI New China ETF) 1 year

Since Inception 

(7-22-2013)

Return Before Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44.64% 15.73%
Return After Taxes on Distributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38.06% 13.64%
Return After Taxes on Distributions and Sale of Fund Shares . . . . . . . . . . 30.22% 12.30%
S&P 500 Index (Reflects no deduction for fees, expenses or taxes) . . . . . 21.83% 13.13%
Hybrid CSI Overseas China Five-Year Plan Index/Zacks New China Index* 

(Reflects no deduction for fees, expenses or taxes)  . . . . . . . . . . . . . . 35.28% 14.71%

* Prior to June 1, 2016, the Fund was known as the KraneShares CSI New China ETF and sought to 

provide investment results that, before fees and expenses, corresponded generally to the price and yield 

performance of the CSI Overseas China Five-Year Plan Index. The Hybrid CSI Overseas China Five-Year Plan 

Index/Zacks New China Index consists of the CSI Overseas China Five-Year Plan Index from inception of 

the Fund through May 31, 2016 and the Zacks New China Index thereafter.

Average annual total returns are shown on a before- and after-tax basis for the Fund. After-tax 
returns are calculated using the historical highest individual federal marginal income tax rates and 
do not refl ect the impact of state and local taxes. Actual after-tax returns depend on an investor’s tax 
situation and may differ from those shown. After-tax returns shown are not relevant to investors who 
hold shares through tax-deferred arrangements, such as 401(k) plans or individual retirement plans.
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Management

Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund.

Portfolio Managers

Mark Schlarbaum, Managing Partner of the Adviser, has served as the lead portfolio manager 
of the Fund since 2015. Jonathan Shelon, Managing Partner and Chief Operating Offi cer of the 
Adviser, also serves as a portfolio manager of the Fund. Mr. Shelon supports Mr. Schlarbaum and 
Krane’s investment team for the Fund and has been a portfolio manager of the Fund since 2018. 
Mr. Schlarbaum will continue to serve as the Fund’s lead portfolio manager.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in “Creation Units” of 50,000 shares, or 
multiples thereof. As a practical matter, only institutions and large investors, such as market makers 
or other large broker-dealers, purchase or redeem Creation Units. Most investors will buy and sell 
shares of the Fund on the Exchange. Individual shares can be bought and sold throughout the trading 
day like other publicly traded securities through a broker-dealer on the Exchange. These transactions 
do not involve the Fund. The price of an individual Fund share is based on market prices, which may 
be different from its NAV. As a result, the Fund’s shares may trade at a price greater than the NAV 
(at a premium) or less than the NAV (at a discount). Most investors will incur customary brokerage 
commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Tax Information

Fund distributions are generally taxable as ordinary income, qualifi ed dividend income or capital 
gains (or a combination), unless your investment is in an IRA or other tax-advantaged retirement 
account, which may be taxable upon withdrawal.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase Fund shares through a broker-dealer or other fi nancial intermediary (such as a bank), 
the Fund and its related companies may pay the intermediary for the sale of Fund shares and related 
services. These payments may create a confl ict of interest by infl uencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your fi nancial intermediary’s website for more information.
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Each of the policies described in this Prospectus, including each Fund’s investment objective and 
80% policy, is a non-fundamental policy that may be changed by the Board of Trustees of the Trust 
without shareholder approval, but each Fund will provide 60 days’ prior written notice to shareholders 
of any change in its 80% policy. Certain fundamental policies of the Funds are set forth in the SAI.

The Funds seek to have a tracking error relative to the performance of their respective Underlying 
Indexes of less than fi ve percent on an annualized basis.

Underlying Indexes

KraneShares Bloomberg Barclays China Aggregate Bond Index ETF (“KAGG”)

The Underlying Index seeks to track the performance of the on-shore renminbi (“RMB”)-denominated 
fi xed-income market. The Underlying Index includes RMB-denominated fi xed-income securities 
(“RMB Bonds”) issued by the Chinese government, Chinese government-related entities, including 
Chinese policy banks, and corporations that are available for investment through the China Interbank 
Bond Market (“CIBM”). The Underlying Index includes only debt that pays fi xed interest rates. The 
weightings of the Underlying Index components are capped so that, as of each rebalance date: 
(1) RMB Bonds issued by the People’s Republic of China do not represent more than 25% of the 
weight of the Underlying Index; (2) RMB Bonds issued by policy banks (the Agricultural Development 
Bank of China, China Development Bank and Export-Import Bank of China) do not represent more 
than 25% of the weight of the Underlying Index; and (3) the cumulative weight of any single issuer 
does not exceed 25% of the weight of the Underlying Index. The remainder of the Underlying Index 
will be weighted based on the relative outstanding market value of the components.

To qualify for inclusion in the Underlying Index as of each rebalance, a component must have at least 
one year remaining until maturity and must not be in default. In addition, government RMB Bonds 
and quasi-sovereign RMB Bonds must have par values of at least RMB 5 billion and corporate RMB 
Bonds must have a par value of at least RMB 1.5 billion.

Accrued interest is calculated assuming next-day settlement. Cash fl ows from bond payments that are 
received during the month contribute to monthly index returns but are not reinvested at a short-term 
reinvestment rate between rebalance dates. At each rebalancing, cash is effectively reinvested as 
part of the Underlying Index’s rebalancing. Issuers that meet the qualifying criteria of the Underlying 
Index are included for the following month. Issuers that no longer meet the Underlying Index’s criteria 
during the course of the month remain in the Underlying Index until the next rebalancing, at which 
point they are removed from the Underlying Index. The Underlying Index launched in March 2004. 
The Underlying Index is constructed and maintained using a rules-based methodology. As of June 30, 
2018, the credit ratings of the components ranged from unrated to AAA, as defi ned by Chinese credit 
rating organizations. The foregoing information is subject to change.

The Underlying Index is rebalanced monthly. The Underlying Index is provided by Bloomberg (doing 
business as Bloomberg Barclays, the “Index Provider”). The Index Provider is not affi liated with the 
Fund or Krane. The Index Provider determines the components and the relative weightings of the 
component securities in the Underlying Index. Additional information about the Underlying Index is 
available on the Index Provider’s website, www.bloomberg.com.
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KraneShares Bosera MSCI China A Share ETF (“KBA”)

The Underlying Index refl ects the Chinese renminbi (“RMB”)-denominated equity securities listed on 
the Shenzhen or Shanghai Stock Exchanges (“A Shares”) included in the MSCI Emerging Markets 
Index assuming that index’s methodology permitted the full inclusion of A Shares. The A Shares 
included in the MSCI Emerging Markets Index and, therefore, are included in the Underlying Index, 
are weighted according to each component’s free-fl oat adjusted market capitalization, which is 
calculated based the component’s market free-fl oat market capitalization multiplied by its Foreign 
Inclusion Factor (“FIF”). The FIF of a security is defi ned as the proportion of shares outstanding that 
is available for investment in the public equity markets by foreign investors. The MSCI Emerging 
Markets Index is designed to measure the equity market performance of large and mid cap issuers 
across selected emerging market countries and, as of June 29, 2018, consisted of securities from 
the following emerging market countries: Brazil, Chile, China, Colombia, the Czech Republic, Egypt, 
Greece, Hungary, India, Indonesia, Malaysia, Mexico, Pakistan, Peru, the Philippines, Poland, Russia, 
Qatar, South Africa, Taiwan, Thailand, Turkey and the United Arab Emirates. The MSCI Emerging 
Markets Index covers approximately 85% of the free fl oat-adjusted market capitalization in each 
country included in the index.

The Underlying Index was created on August 31, 2017, with a base value of 1000. The Underlying 
Index is constructed and maintained under the MSCI Global Investable Market Indices (“GIMI”) 
Methodology. The MSCI GIMI methodology is a rules-based methodology used for the construction of 
the MSCI Global Equity Index series. As of June 29, 2018, the Underlying Index included approximately 
226 securities of companies with a market capitalization range of approximately $625.77 million to 
$41.59 billion and an average market capitalization of approximately $3.41 billion. As of June 29, 
2018, issuers in the fi nancials sector (32.22%) and consumer staples sector (12.77%) represented 
signifi cant portions of the Underlying Index. The Underlying Index’s methodology and sector, industry, 
capitalization and other exposure is subject to change. The Underlying Index is rebalanced quarterly, 
but, in certain circumstances, may continue to include a security no longer meeting the Underlying 
Index’s eligibility criteria to reduce turnover.

The Underlying Index is provided by MSCI, Inc. (“Index Provider”), a U.S. (Delaware) corporation. 
The Index Provider is not affi liated with the Fund, Krane or Bosera. Additional information about the 
Underlying Index is available on the Index Provider’s website, www.msci.com.

KraneShares CCBS China Corporate High Yield Bond USD Index ETF (“KCCB”)

The Underlying Index seeks to track the performance of outstanding high yield debt securities 
denominated in U.S. dollars issued by Chinese companies. For purposes of the Underlying Index, 
Chinese companies include companies that conduct the majority of their business activities in, are 
headquartered in or have the majority of their business assets, profi ts, or revenues in China or Hong 
Kong as determined by the index provider, Solactive, AG (“Index Provider”).

Securities included in the Underlying Index are available for investment through the U.S. dollar bond 
market and may be primarily traded in different markets around the world, including Asia and the 
United States. The securities eligible for inclusion in the Underlying Index include fi xed interest rate 
securities, fi xed-to-fl oat and fi xed-to-variable securities with one year or more until their conversion, 
pay-in-kind securities, and step-up-coupon securities. The Underlying Index is weighted according to 
the market value of the outstanding debt qualifi ed for inclusion in the Underlying Index, except that 
it limits, as of each rebalance: (1) issuers engaged in the same economic sector from representing 
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more than 40% of the Underlying Index; and (2) after applying the sector limit, the weight of any 
single issuer’s securities from exceeding 5% of the Underlying Index. The FactSet Revere Business 
Industry Classifi cation system is used to determine the economic sector in which an issuer is 
engaged. If the weight of any sector exceeds 40% or any component exceeds 5%, the excess weight 
will be proportionally distributed among the remaining sectors or components, respectively, of the 
Underlying Index at each rebalance. At each rebalancing, coupon and other cash payments will be 
reinvested in the Underlying Index.

The issues that are eligible for inclusion in the Underlying Index, as of each rebalance, include those 
that are: (1) at least 40 days old; (2) have two to fi ve years remaining until maturity or no maturity 
date; (3) are unrated by Fitch Ratings, Ltd. (“Fitch”) or Moody’s Investors Service, Inc. (“Moody’s”) 
or have at least one rating by Fitch or Moody’s that is equal or lower to BBB- or Baa3; (4) have 
not defaulted; (5) have a par value of at least $300 million; and (6) are issued by issuers with 
outstanding public debt securities with a value of at least $1 billion. The security with the highest 
yield to maturity will be included in the Underlying Index for issuers with more than one security that 
are eligible for inclusion in the Underlying Index or, if one or more securities of the same issuer have 
the same yield to maturity, the security with the highest amount outstanding will be included in the 
Underlying Index. In addition, if several tranches are available, private placement debt securities are 
preferred for inclusion in the Underlying Index.

The Underlying Index launched on August 30, 2017. The base value (the initial value assigned to the 
Underlying Index) of the Underlying Index was $1,000 as of January 31, 2014. The Underlying Index 
is constructed and maintained using a rules-based methodology. The Underlying Index is rebalanced 
quarterly. As of June 30, 2018, the Underlying Index included approximately 58 issues. As of June 30, 
2018, the credit ratings for the rated components in the Underlying Index ranged from BBB to below 
BBB-, as determined by Fitch or Moody’s or were unrated. As of June 30, 2018, issuers in the real 
estate sector represented a signifi cant portion of the Underlying Index. The foregoing information is 
subject to change.

Solactive AG determines the components and the relative weightings of the component securities 
in the Underlying Index. The Underlying Index is provided by the Index Provider. The Index Provider 
is not affi liated with the Fund, Krane or CCBS. Additional information about the Underlying Index is 
available on the Index Provider’s website, www.solactive.com.

KraneShares CSI China Internet ETF (“KWEB”)

The Underlying Index is designed to measure the performance of the investable universe of publicly 
traded China-based companies whose primary business or businesses are in the Internet and 
Internet-related sectors. The index provider, China Securities Index Co., Ltd. (“Index Provider”), treats 
China-based companies as including companies that: (i) are incorporated in mainland China; 
(ii)  have their headquarters in mainland China; or (iii) derive at least 50% of its revenue from 
goods produced or sold, or services performed, in mainland China. The Index Provider then removes 
securities that during the past year had a daily average trading value of less than $500,000 or a 
daily average market cap of less than $500 million. China Internet Companies include, but are not 
limited to, companies that develop and market Internet software and/or provide Internet services; 
manufacture home entertainment software and educational software for home use; provide retail or 
commercial services primarily through the Internet; and develop and market mobile Internet software 
and/or provide mobile Internet services. Constituents of the Underlying Index are ranked by market 
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capitalization in U.S. Dollars and then weighted so that no constituent weighting exceeds 10% at 
each rebalance.

Securities included in the Underlying Index will generally be common stock issued by eligible 
companies. To be eligible for inclusion in the Underlying Index, securities must be tradable to foreign 
investors without restrictions, such as H-Shares, Red Chips, and P-Chips. Securities may also be 
listed on U.S. exchanges and other foreign exchanges, subject to the Underlying Index’s selection 
criteria. Eligible securities are screened according to liquidity and listing requirements.

Component securities are market capitalization weighted and individual component weightings are 
capped on a semi-annual basis according to the Underlying Index methodology, with no individual 
component exceeding 10%. As of June 30, 2018, the Underlying Index was comprised of approximately 
43 securities of companies with a market capitalization range of $85.12 million to $476.96 billion 
and an average market capitalization of $29.14 billion. As of June 30, 2018, issuers in the information 
technology sector (77.9%) and consumer discretionary sector (22.1%) represented a signifi cant 
portion of the Underlying Index. The foregoing information is subject to change.

The Underlying Index was created and is maintained by CSI. The Index Provider is not affi liated with 
the Fund or Krane. The Index Provider determines the components and the relative weightings of the 
component securities in the Underlying Index. Additional information about the Underlying Index is 
available on the Index Provider’s website, www.csindex.com.cn.

KraneShares E Fund China Commercial Paper ETF (“KCNY”)

The Underlying Index seeks to track the performance of investment grade on-shore renminbi 
(“RMB”)-denominated (or “CNY”) commercial paper that is issued by sovereign, quasi-sovereign 
and corporate issuers in the People’s Republic of China’s (“China” or the “PRC”) and traded in the 
inter-bank bond market. For purposes of the Underlying Index, investment grade commercial paper 
is commercial paper that is issued by an issuer whose long-term bonds are rated AAA or equivalent 
by a Chinese credit rating agency; or commercial paper that is rated at least A-1 or equivalent by a 
Chinese credit rating agency and is issued by an issuer whose long-term bonds are rated at least 
AA+ or equivalent by a Chinese credit rating agency. All constituents in the Underlying Index are 
unsecured bonds. To qualify for inclusion in the Underlying Index, commercial paper issue must have 
at least RMB 600 million outstanding and a remaining term to fi nal maturity of no more than one 
year (365 days) and no less than one month (31 days). Index constituents are weighted based on 
current amounts outstanding.

Accrued interest is calculated assuming next-day settlement. Cash fl ows from bond payments that 
are received during the month are retained in the Underlying Index until the end of the month and 
then are removed as part of the Underlying Index’s rebalancing. Cash may earn interest but does 
not earn any reinvestment income while it is held in the Underlying Index. The Underlying Index is 
rebalanced monthly. Issuers that meet the qualifying criteria of the Underlying Index are included for 
the following month. Issuers that no longer meet the Underlying Index’s criteria during the course of 
the month remain in the Underlying Index until the next rebalancing, at which point they are removed 
from the Underlying Index. Cash fl ows from payments by issuers that are received during the month 
are retained in the Underlying Index until the end of the month and then are removed as part of the 
Underlying Index’s rebalancing.
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The Underlying Index was created for use by the Fund and launched in November 2014. The base 
value (the initial value assigned to the Underlying Index) of the Underlying Index was $100 as 
of December 31, 2007. The Underlying Index is constructed and maintained using a rules-based 
methodology. As of June 30, 2018, the issues included in Underlying Index had an aggregate 
amount outstanding of approximately on-shore renminbi (“RMB”) 984 billion and approximately 
251 constituents. As of June 30, 2018, issuers in the utilities sector (27.1%), energy sector (17.5%) 
and industrials sector (13.4%) represented signifi cant portions of the Underlying Index. The foregoing 
information is subject to change.

The Underlying Index is provided by the Chinese Securities Index Co., Ltd (“CSI” or “Index Provider”). 
The Index Provider is not affi liated with the Fund or Krane. The Index Provider determines the 
components and the relative weightings of the component securities in the Underlying Index. 
Additional information about the Underlying Index is available on the Index Provider’s website, 
www.csindex.com.cn.

KraneShares Electric Vehicles and Future Mobility Index ETF (“KARS”)

The Underlying Index is designed to track the equity market performance of companies engaged in 
the production of electric vehicles or their components or engaged in other initiatives that may change 
the future of mobility, as determined by Solactive AG, the provider of the Underlying Index (“Index 
Provider”). The Underlying Index is expected to include, but is not limited to, issuers engaged in the 
electric vehicles production, autonomous driving, shared mobility, lithium and/or copper production, 
lithium-ion/lead acid batteries, hydrogen fuel cell manufacturing and/or electric infrastructure 
businesses. The issuers included in the Underlying Index may not necessarily derive a majority of their 
revenues or income from the electric vehicle business or other initiatives that may change the future of 
mobility, which may especially be true when an issuer is engaged in multiple lines of business.

Securities eligible for inclusion in the Underlying Index include those issued by companies 
classifi ed by FactSet Revere Business Industry Classifi cation as being engaged in one or more of 
the following sub-industries: car manufacturers, auto interior comfort/safety/electronics products, 
fuel cell equipment and technology providers, heavy-duty and high-end batteries manufacturing, 
video multimedia semiconductors, general analog and mixed signal semiconductors, web search 
sites and software, copper ore mining and other non-ferrous metals ore mining. Securities issued 
by companies in the fuel cell equipment and technology providers, heavy-duty and high-end 
batteries manufacturing, video multi-media semi-conductors and general analog and mixed signal 
semiconductors are generally eligible for inclusion in the Underlying Index so long as they meet the 
other requirements set forth below, but the Index Provider will apply additional screens to issuers 
engaged in the other eligible sub-industries. Securities eligible for inclusion in the Underlying Index 
must be listed on a stock exchange in Australia, Austria, Belgium, Canada, China, Denmark, Finland, 
France, Germany, Hong Kong, Ireland, Israel, Italy, Japan, the Netherlands, New Zealand, Norway, 
Portugal, Singapore, South Korea, Spain, Sweden, Switzerland, Taiwan, United Kingdom, and United 
States and cannot be primarily traded over the counter. The issuers included in the Underlying Index 
may include small-cap, mid-cap and large-cap companies.

The Index Provider applies various screens, including so that the securities included in the Underlying 
Index, at the time of each rebalance: (1) are issued by companies with a minimum market 
capitalization of $500 million and (2) have a minimum average daily trading volume of $5 million as 
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measured over the last one-month and six-month periods. Constituents of the Underlying Index are 
ranked by market capitalization and then weighted as follows:

 • When the total number of constituents in the Underlying Index is above or equal to 50, the ten 
largest companies will each receive a weight of 3.5%, the next ten largest companies will each 
receive a weight of 2.0% and the next ten largest companies will each receive a weight of 1.5%. 
The remaining constituents are then weighted equally so that the sum of the constituents in the 
Underlying Index equals 100%.

 • When the total number of constituents in the Underlying Index is above or equal to 40 but less 
than 50, the ten largest companies will each receive a weight of 4.0%, the next ten largest 
companies will each receive a weight of 2.5% and the next ten largest companies will each 
receive a weight of 2.0%. The remaining constituents are then weighted equally so that the sum 
of the constituents in the Underlying Index equals 100%.

 • When the total number of constituents in the Underlying Index is above or equal to 30 but less 
than 40, the ten largest companies will each receive a weight of 4.5% and the next ten largest 
companies will each receive a weight of 3.0%. The remaining constituents are then weighted 
equally so that the sum of the constituents in the Underlying Index equals 100%.

 • When the total number of constituents in the Underlying Index is less than 30, the companies 
are weighted equally so that the sum of the constituents in the Underlying Index equals 100%.

The Underlying Index was launched on January 8, 2018 with a base date of March 20, 2012, 
and a base value of 100. The Underlying Index is rebalanced quarterly. As of June 30, 2018, the 
Underlying Index included approximately 60 securities of companies with a market capitalization 
range of $404 million to $337 billion and an average market capitalization of $39 billion. As of 
June 30, 2018, issuers in the technology sector (46.07%), industrials sector (22.39%) and consumer 
durables sector (22.24%) represented signifi cant portions of the Underlying Index and the largest 
markets represented in the Underlying Index were the United States (36.52%),China (24.27%) and 
Germany (11.95%). The foregoing information is subject to change.

The Underlying Index is provided by Solactive AG. The Index Provider is not affi liated with the Fund or 
Krane. The Index Provider determines the components and the relative weightings of the component 
securities in the Underlying Index. The Underlying Index was created for the Fund’s exclusive use. 
Additional information about the Underlying Index is available on the Index Provider’s website, 
www.solactive.com.

KraneShares Emerging Markets Consumer Technology Index ETF (“KEMQ”)

The Underlying Index is composed of the equity securities of the 50 companies with the largest 
market capitalization that are headquartered in selected emerging market and frontier countries and 
focuses on issuers engaged in the consumer or technology sectors that meet the Underlying Index’s 
requirements. If fewer than 50 companies are eligible for inclusion in the Underlying Index, the 
Underlying Index will be composed of the number of components that do meet the Underlying Index’s 
requirements. Issuers from the following jurisdicitons are eligible for inclusion in the Underlying 
Index: Argentina, Brazil, Chile, China, Colombia, Cyprus, the Czech Republic, Egypt, Greece, Hungary, 
India, Indonesia, Mexico, Malaysia, Peru, the Philippines, Poland, Puerto Rico, Qatar, Russia, South 
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Africa, South Korea, Taiwan, Thailand, Turkey and the United Arab Emirates. The Underlying Index 
excludes stocks whose primary listing exchange is the Shanghai or the Shenzhen Stock Exchange or 
that are primarily traded over the counter.

Issuers eligible for inclusion in the Underlying Index must be classifi ed under the FactSet Revere 
Business Industry Classifi cation system as engaged in one or more industries or sub-industries 
identifi ed by the Underlying Index as being consumer technology oriented. Such industries and 
sub-industries currently include the following: Administrative Software and Services, Aerospace 
and Defense IT Services, Business Intelligence Software, Colocation and Data Center Services, 
Communications Infrastructure Software, Consumer Content Providers, Customer Premises Network 
Security Equipment, Customer Relationship Management Software, Educational Software, Electronic 
Components Distributors, Electronic Transaction Processing/Clearinghouses, Enterprise Resource 
Planning Software, Gaming Industries, General Carrier Edge and Access Equipment, General 
Communications Equipment, Handheld and Smart Phone Software, Handheld/Smart Phone Games 
Software, Information and News Content Providers and Sites, Internet Retail, Internet Software/
Services, Internet Support Services, Mixed International Telecommunications Services, Multi-Type 
Home and Offi ce Software, Network Infrastructure Software, Online Game Websites and Software, 
Online Marketing and Advertising Support Services, Other Educational Services, Other Enterprise 
Management Software, Travel Agencies, Video Entertainment and Programming Providers, and 
Web-Related Content Providers.

The Underlying Index components will be ranked according to their market capitalization. The 
components are then divided into three groups and will receive the following weights based on their 
market capitalization rankings:

Rank Weight

1 to 10 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.5%
11 to 30 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.5%
31 to 50 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.75%

If the number of components is below 50 on the rebalance date, the weight of each component 
will be rescaled proportionally so that the sum of all components’ weights is equal to 100%. To be 
included in the Underlying Index, a stock must have had a minimum average daily trade value of 
$1 million for the three months prior to each rebalance and a minimum market capitalization of 
$1 billion as of each rebalance. The Underlying Index launched on August 23, 2017 with a base date 
of June 13, 2012, and a base value of 100. The Underlying Index is rebalanced annually. In addition, 
the Underlying Index may be adjusted quarterly to account for initial public offerings that make a 
security eligible for inclusion in the Underlying Index. As of June 30, 2018, the Underlying Index 
was comprised of 50 securities of companies with a market capitalization range of $766 million to 
$477 billion and an average market capitalization of $47.86 billion. As of June 30, 2018, issuers in 
the technology sector (53.37%), consumer discretionary sector (34.05%) and telecommunications 
sector (11.14%) represented signifi cant portions of the Underlying Index. The foregoing information 
is subject to change.

Solactive (the “Index Provider”) determines the components and the relative weightings of the 
component securities in the Underlying Index. The Underlying Index is rebalanced annually. In 
addition, the Underlying Index may be adjusted quarterly to account for initial public offerings. The 
Index Provider is not affi liated with the Fund or Krane. Additional information about the Underlying 
Index and Index Provider is available on the Index Provider’s website, www.solactive.com.
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KraneShares Emerging Markets Healthcare Index ETF (“KMED”)

The Underlying Index is a free fl oat adjusted market capitalization weighted index designed to track 
the equity market performance of emerging market companies engaged in the healthcare business. 
Securities eligible for inclusion in the Underlying Index include those issued by companies classifi ed 
by FactSet Revere Business Industry Classifi cation as being engaged in the health technology or 
health services industries. The types of companies that may be included in the Underlying Index 
include pharmaceuticals, biotechnology, medical specialties, managed health care, hospital/
nursing management, medical/nursing services and services to the health industry. Emerging 
market companies include those incorporated in Brazil, Chile, China, Czech Republic, Colombia, 
Egypt, Greece, Hungary, India, Indonesia, Malaysia, Mexico, Peru, Philippines, Poland, Qatar, Russia, 
South Africa, Thailand, Turkey or United Arab Emirates. The issuers included in the Underlying Index 
may include small-cap, mid-cap and large-cap companies.

The provider of the Underlying Index, Solactive AG (“Index Provider”) applies the following screens 
so that the securities eligible for inclusion in the Underlying Index, at the time of rebalance: (1) are 
issued by companies with a minimum market capitalization of $100 million; (2) have a minimum 
average daily trading volume of $1 million as measured over the last six months; (3) must have 
traded on 90% of the eligible trading days in the last one-month and six-month periods; and (4) be 
trading at prices below $10,000 per share. If the stock does not have a trading history of six months, 
the stock must have started trading at least three months before being added to the Underlying Index 
and must have traded on 90% of the eligible trading days of the previous three months.

The Underlying Index includes only securities of issuers that have a free fl oat market capitalization 
of 10% or more of their total market capitalization. Free-fl oat market capitalization is calculated by 
multiplying a security’s price by the number of shares available in the market, rather than the total 
number of shares outstanding. The Underlying Index will not remove certain securities that no longer 
qualify for initial inclusion in certain scenarios to reduce the Underlying Index’s turnover.

The Underlying Index was launched on January 8, 2018 with a base date of March 20, 2012, 
and a base value of 100. The Underlying Index is rebalanced quarterly. As of June 30, 2018, the 
Underlying Index included approximately 84 securities of companies with a market capitalization 
range of $790 million to $39 billion and an average market capitalization of $11.56 billion. The 
Underlying Index includes securities of issuers engaged in the healthcare sector, but its exposure 
to the industries within that sector are not fi xed and subject to change. The foregoing information is 
subject to change.

The Underlying Index is provided by Solactive AG. The Index Provider is not affi liated with the Fund or 
Krane. The Index Provider determines the components and the relative weightings of the component 
securities in the Underlying Index. The Underlying Index was created for the Fund’s exclusive use. 
Additional information about the Underlying Index is available on the Index Provider’s website, 
www.solactive.com.

KraneShares MSCI All China Consumer Discretionary Index ETF (“KBUY”)

The Underlying Index is a free fl oat adjusted market capitalization weighted index (subject to 
the modifi cations described below) designed to track the equity market performance of Chinese 
companies engaged in the consumer discretionary sector. The securities eligible for inclusion in the 
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Underlying Index include all types of publicly issued shares of Chinese issuers, such as A-Shares, 
B-Shares, H-Shares, P-Chips and Red Chips, which are described below. The eligible universe 
for the Underlying Index starts with all of the securities of Chinese issuers included in the MSCI 
Global Investable Market Index and is then screened to include only issuers that are classifi ed as 
engaged in the consumer discretionary sector under the Global Industry Classifi cation Standard 
(“GICS”). The consumer discretionary sector under the GICS includes the following industries: auto 
components; automobiles; household durables; leisure products; textiles, apparel and luxury goods; 
hotels, restaurants and leisure; diversifi ed consumer services; media; distributors; internet and direct 
marketing retail; multiline retail; and specialty retail. The issuers included in the Underlying Index may 
include small-cap, mid-cap and large-cap companies.

To determine the investable universe of Chinese equity securities for the Underlying Index, the index 
provider, MSCI, Inc. (“Index Provider”), applies investibility screens to individual securities within the 
consumer discretionary sector based on the MSCI Global Investable Market Indexes Methodology, 
along with MSCI’s investability and minimum size criteria for emerging markets. The Index Provider 
applies these investibility screens so that the securities eligible for inclusion in the Underlying Index, 
at the time of each rebalance, must, among other things: (1) come from issuers comprising the 
top 85% (based on market capitalization) of the investable equity universe and (2) meet certain 
minimum liquidity requirements as measured by their three-month and 12-month annual traded 
value ratios and three-month frequency of trading percentage over the course of the prior year.

The Underlying Index is weighted according to each component’s free-fl oat adjusted market 
capitalization, which is calculated based on the component’s price multiplied by its Foreign Inclusion 
Factor (“FIF”), but is modifi ed so that, as of the rebalance date, no issuer constitutes more than 10% 
of the Underlying Index and so that, in the aggregate, the individual issuers that would represent 
more than 5% of the Underlying Index represent no more than 40% of the Underlying Index (“10/40 
Cap”). The FIF of a security is defi ned as the proportion of shares outstanding that is available for 
investment in the public equity markets by foreign investors. For China A-Shares, an FIF of 100% 
is applied to their free-fl oat adjusted market capitalization for calculating their fi nal weight in the 
Underlying Index which may be different from other foreign indices. Finally, for securities that are 
subject to foreign ownership limits, the proportion of shares available to foreign investors must be at 
least 15% for the component to be eligible for inclusion in the Underlying Index.

The Underlying Index was launched on October 25, 2017 with a base date of May 29, 2009, and 
a base value of 1000. The Underlying Index is rebalanced quarterly. As of June 29, 2018, the 
Underlying Index included approximately 80 securities of companies with a market capitalization 
range of $513.67 million to $23.48 billion and an average market capitalization of $3.34 billion. 
The Underlying Index includes securities of issuers engaged in the consumer discretionary sector, but 
its exposure to the industries within that sector are not fi xed and subject to change. The foregoing 
information is subject to change.

The Underlying Index is provided by MSCI Inc. (the “Index Provider”). The Index Provider is not 
affi liated with the Fund or Krane. Additional information about the Underlying Index is available on 
the Index Provider’s website, www.msci.com.

KraneShares MSCI All China Consumer Staples Index ETF (“KSTP”)

The Underlying Index is a free fl oat adjusted market capitalization weighted index (subject to 
the modifi cations described below) designed to track the equity market performance of Chinese 
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companies engaged in the consumer staples sector. The securities eligible for inclusion in the 
Underlying Index include all types of publicly issued shares of Chinese issuers, such as A-Shares, 
B-Shares, H-Shares, P-Chips and Red Chips, which are described below. Issuers eligible for inclusion 
must be classifi ed under the Global Industry Classifi cation Standard as engaged in the consumer 
staples sector. The eligible universe for the Underlying Index starts with all of the securities of Chinese 
issuers included in the MSCI Global Investable Market Index and is then screened to include only 
issuers that are classifi ed as engaged in the consumer staples sector under the Global Industry 
Classifi cation Standard (“GICS”). The consumer staples sector under GICS includes the following 
industries: food and staples retailing, beverages, food products, tobacco, household products and 
personal products. The issuers included in the Underlying Index may include small-cap, mid-cap and 
large-cap companies.

To determine the investable universe of Chinese equity securities for the Underlying Index, the index 
provider, MSCI, Inc. (“Index Provider”), applies investibility screens to individual securities within the 
consumer staples sector based on the MSCI Global Investable Market Indexes Methodology, along 
with MSCI’s investability and minimum size criteria for emerging markets. The Index Provider applies 
these investibility screens so that the securities eligible for inclusion in the Underlying Index, at the 
time of each rebalance, must, among other things: (1) come from issuers comprising the top 85% 
(based on market capitalization) of the investable equity universe and (2) meet certain minimum 
liquidity requirements as measured by their three-month and 12-month annual traded value ratios 
and three-month frequency of trading percentage over the course of the prior year.

The Underlying Index is weighted according to each component’s free-fl oat adjusted market 
capitalization, which is calculated based on the component’s price multiplied by its Foreign Inclusion 
Factor (“FIF”), but is modifi ed so that, as of the rebalance date, no issuer constitutes more than 10% 
of the Underlying Index and so that, in the aggregate, the individual issuers that would represent 
more than 5% of the Underlying Index represent no more than 40% of the Underlying Index (“10/40 
Cap”). The FIF of a security is defi ned as the proportion of shares outstanding that is available for 
investment in the public equity markets by foreign investors. For China A-Shares, an FIF of 100% 
is applied to their free-fl oat adjusted market capitalization for calculating their fi nal weight in the 
Underlying Index which may be different from other foreign indices. Finally, for securities that are 
subject to foreign ownership limits, the proportion of shares available to foreign investors must be at 
least 15% for the component to be eligible for inclusion in the Underlying Index.

The Underlying Index was launched on October 25, 2017 with a base date of November 30, 2012, 
and a base value of 1000. The Underlying Index is rebalanced quarterly. As of June 29, 2018, the 
Underlying Index included approximately 41 securities of companies with a market capitalization 
range of $703.62 million to $14.24 billion and an average market capitalization of $3.8 billion. 
The Underlying Index includes securities of issuers engaged in the consumer staples sector, but 
its exposure to the industries within that sector are not fi xed and subject to change. The foregoing 
information is subject to change.

The Underlying Index is provided by MSCI Inc. (the “Index Provider”). The Index Provider is not 
affi liated with the Fund or Krane. Additional information about the Underlying Index is available on 
the Index Provider’s website, www.msci.com.
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KraneShares MSCI All China Health Care Index ETF (“KURE”)

The Underlying Index is a free fl oat adjusted market capitalization weighted index (subject to 
the modifi cations described below) designed to track the equity market performance of Chinese 
companies engaged in the healthcare sector. The securities eligible for inclusion in the Underlying 
Index include all types of publicly issued shares of Chinese issuers, such as A-Shares, B-Shares, 
H-Shares, P-Chips and Red Chips, which are described below. The eligible universe for the Underlying 
Index starts with all of the securities of Chinese issuers included in the MSCI Global Investable 
Market Index and is then screened to include only issuers that are classifi ed as engaged in the 
healthcare sector under the Global Industry Classifi cation Standard (“GICS”). The healthcare sector 
under GICS includes the following industries: healthcare equipment and supplies, healthcare 
providers and services, healthcare technology, biotechnology, pharmaceuticals and life sciences 
tools and services. The issuers included in the Underlying Index may include small-cap, mid-cap and 
large-cap companies.

To determine the investable universe of Chinese equity securities for the Underlying Index, the index 
provider, MSCI, Inc. (“Index Provider”), applies investibility screens to individual securities within 
the healthcare sector based on the MSCI Global Investable Market Indexes Methodology, along 
with MSCI’s investability and minimum size criteria for emerging markets. The Index Provider applies 
these investibility screens so that the securities eligible for inclusion in the Underlying Index, at the 
time of each rebalance, must, among other things: (1) come from issuers comprising the top 85% 
(based on market capitalization) of the investable equity universe and (2) meet certain minimum 
liquidity requirements as measured by their three-month and 12-month annual traded value ratios 
and three-month frequency of trading percentage over the course of the prior year.

The Underlying Index is weighted according to each component’s free-fl oat adjusted market 
capitalization, which is calculated based on the component’s price multiplied by its Foreign Inclusion 
Factor (“FIF”), but is modifi ed so that, as of the rebalance date, no issuer constitutes more than 10% 
of the Underlying Index and so that, in the aggregate, the individual issuers that would represent 
more than 5% of the Underlying Index represent no more than 40% of the Underlying Index (“10/40 
Cap”). The FIF of a security is defi ned as the proportion of shares outstanding that is available for 
investment in the public equity markets by foreign investors. For China A-Shares, an FIF of 100% 
is applied to their free-fl oat adjusted market capitalization for calculating their fi nal weight in the 
Underlying Index which may be different from other foreign indices. Finally, for securities that are 
subject to foreign ownership limits, the proportion of shares available to foreign investors must be at 
least 15% for the component to be eligible for inclusion in the Underlying Index.

The Underlying Index was launched on October 25, 2017 with a base date of November 30, 2012, 
and a base value of 1000. The Underlying Index is rebalanced quarterly. As of June 29, 2018, the 
Underlying Index included approximately 58 securities of companies with a market capitalization 
range of $1.7 billion to $42.1 billion and an average market capitalization of $7.2 billion. The 
Underlying Index includes securities of issuers engaged in the healthcare sector, but its exposure 
to the industries within that sector are not fi xed and subject to change. The foregoing information is 
subject to change.



207

Additional Information About the Funds

The Underlying Index is provided by MSCI Inc. (the “Index Provider”). The Index Provider determines 
the components and the relative weightings of the component securities in the Underlying Index. The 
Index Provider is not affi liated with the Fund or Krane. Additional information about the Underlying 
Index is available on the Index Provider’s website, www.msci.com.

KraneShares MSCI China A Inclusion Hedged Index ETF (“KBAH”)

The Underlying Index refl ects the Chinese renminbi (“RMB”)-denominated equity securities listed on 
the Shenzhen or Shanghai Stock Exchanges (“A-Shares”) included in the MSCI Emerging Markets 
Index assuming that index’s methodology permitted the full inclusion of A-Shares, but is hedged to 
reduce the impact of fl uctuations in the RMB. The A-Shares included in the MSCI Emerging Markets 
Index and, therefore, the Underlying Index, are weighted according to each component’s free-fl oat 
adjusted market capitalization, which is calculated based the component’s market free-fl oat market 
capitalization multiplied by its Foreign Inclusion Factor (“FIF”). The FIF of a security is defi ned as 
the proportion of shares outstanding that is available for investment in the public equity markets 
by foreign investors. The MSCI Emerging Markets Index is designed to measure the equity market 
performance of large and mid-cap issuers in the global emerging markets and, as of June 29, 
2018, consisted of securities from the following 24 emerging market countries: Brazil, Chile, China, 
Colombia, the Czech Republic, Egypt, Greece, Hungary, India, Indonesia, Malaysia, Mexico, Peru, 
the Philippines, Poland, Qatar, Russia, South Africa, South Korea, Taiwan, Thailand, Turkey and the 
United Arab Emirates.

The Underlying Index applies a published one-month currency forward rate to the Fund’s total RMB 
exposure to adjust the value of the RMB against the U.S. dollar. The Fund intends to enter into 
forward currency contracts or futures contracts to effectuate the hedging strategy embedded in the 
Underlying Index. Although the hedged nature of the Underlying Index is designed to minimize the 
impact of currency fl uctuations on returns, it does not eliminate the Fund’s exposure to the RMB.

The Underlying Index was created on May 31, 2018, with a base date of August 31, 2017 and a base 
value of 1000. The Underlying Index is constructed and maintained under the MSCI Global Investable 
Market Indices (“GIMI”) Methodology. The MSCI GIMI methodology is a rules-based methodology 
used for the construction of the MSCI Global Equity Index series. As of June 29, 2018, the Underlying 
Index included approximately 226 securities of companies with a market capitalization range of 
$625.77 million to $41.59 billion and an average market capitalization of $3.41 billion. As of 
June 29, 2018, issuers in the fi nancials sector (32.22%) and consumer staples sector (12.77%) 
represented signifi cant portions of the Underlying Index. The foregoing are subject to change. The 
Underlying Index is rebalanced quarterly, but, in certain circumstances, may continue to include a 
security no longer meeting the Underlying Index’s eligibility criteria to reduce turnover.

The Underlying Index is provided by MSCI, Inc. (“Index Provider”), a U.S. (Delaware) corporation. The 
Index Provider is not affi liated with the Fund or Krane. The Index Provider determines the components 
and the relative weightings of the component securities in the Underlying Index. Additional information 
about the Underlying Index is available on the Index Provider’s website, www.msci.com.

KraneShares MSCI All China Index ETF 

(formerly, KraneShares FTSE Emerging Markets Plus ETF) (“KALL”)

The Underlying Index is a free fl oat adjusted market capitalization weighted index designed to track 
the performance of Chinese exchange-listed equity securities. The securities eligible for inclusion in 
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the Underlying Index include all types of publicly issued shares of Chinese issuers, such as A-Shares, 
B-Shares, H-Shares, P-Chips, Red Chips and S-Chips. The issuers included in the Underlying Index 
may include small-cap, mid-cap and large-cap companies.

To determine the investable universe of Chinese equity securities for the Underlying Index, the 
index provider, MSCI, applies investibility screens to individual securities based on the MSCI Global 
Investable Market Indexes Methodology, along with MSCI’s investability and minimum size criteria 
for emerging markets. China A and B-shares listed on the Shanghai or Shenzhen Stock Exchanges 
with a “ST” or “*ST” (special treatment) status and listed in the US that result from reverse mergers 
(in which a private company acquires a public company to bypass the process of going public) are 
excluded from the Underlying Index.

The Underlying Index is weighted according to each component’s free-fl oat adjusted market 
capitalization, which is calculated based on the component’s price multiplied by its Foreign Inclusion 
Factor (“FIF”). The FIF of a security is defi ned as the proportion of shares outstanding that is available 
for investment in the public equity markets by foreign investors. For China A-Shares, an FIF of 100% 
is applied to their free-fl oat adjusted market capitalization for calculating their fi nal weight in the 
Underlying Index, which may be different from other foreign indices. Finally, for securities that are 
subject to foreign ownership limits, the proportion of shares available to foreign investors must be at 
least 15% for the component to be eligible for inclusion in the Underlying Index.

The Underlying Index was launched on June 26, 2014 with a base date of November 25, 2008, 
and a base value of 1,000. The Underlying Index is rebalanced quarterly. As of June 29, 2018, the 
Underlying Index included approximately 640 securities of companies with a market capitalization 
range of $392.8 million to $286.1 billion and an average market capitalization of $4.13 billion. 
As of June 29, 2018, issuers in the information technology sector (28.79%) and fi nancials sector 
(23.21%) represented signifi cant portions of the Underlying Index. The foregoing information is 
subject to change.

The Underlying Index is rebalanced quarterly. The Underlying Index is provided by MSCI Inc. (the 
“Index Provider”). The Index Provider is not affi liated with the Fund or Krane. The Index Provider 
determines the components and the relative weightings of the component securities in the Underlying 
Index. Additional information about the Underlying Index is available on the Index Provider’s website, 
www.msci.com.

KraneShares MSCI China Environment Index ETF (“KGRN”)

The Underlying Index is a modifi ed, free fl oat adjusted market capitalization weighted index designed 
to track the equity market performance of Chinese companies that derive at least a majority of their 
revenues from environmentally benefi cial products and services, as determined by MSCI Inc., the 
Index Provider. The eligible universe for the Underlying Index starts with all of the securities of Chinese 
issuers included in the MSCI ACWI IMI Investable Market Index and is then screened to: (1) remove 
issuers that faced severe ESG controversies in the three years prior to the rebalance or are involved 
in a controversial weapons business; and (2) include only issuers that derive 50% or more of their 
revenue from the following:

 • Alternative Energy — Products, services, or infrastructure projects supporting the development or 
delivery of renewable energy and alternative fuels.
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 • Energy Effi ciency – Products, services, infrastructure, or technologies that proactively address the 
growing global demand for energy while minimizing effects on the environment.

 • Sustainable Water – Products, services, and projects that attempt to resolve water scarcity 
and water quality issues, including minimizing and monitoring current water use and demand 
increases, improving the quality of water supply, and improving the availability and reliability of 
water.

 • Green Building – Building material suppliers; home builders; or property managers that directly 
support and have a confi rmed commitment to achieving sustainable building standards (e.g. 
LEED, Energy Star Homes, or other recognized standards of sustainable building) for all new 
construction.

 • Pollution Prevention – Products services, or projects focused on pollution prevention; waste 
minimization or recycling, as a means of alleviating the burden of unsustainable waste generation.

The issuers included in the Underlying Index may include small-cap, mid-cap, and large-cap 
companies. The Underlying Index will not remove certain securities that no longer qualify for initial 
inclusion in certain scenarios to reduce the Underlying Index’s turnover. The Underlying Index is 
modifi ed so that, as of the rebalance date, no issuer constitutes more than 10% of the Underlying 
Index and so that, in the aggregate, the individual issuers that would represent over 5% of the 
Underlying Index represent no more than 40% of the Underlying Index.

Free-fl oat market capitalization is calculated by multiplying a security’s price by the number of shares 
available in the market, rather than the total number of shares outstanding. The Underlying Index 
was launched on August 23, 2017 with a base date of May 29, 2015, and a base value of 1000. 
As of June 30, 2018, the Underlying Index included approximately 36 securities of companies with 
a market capitalization range of $158 million to $2.33 billion and an average capitalization of 
$732.33 million. As of June 29, 2018, issuers in the utilities sector (37.44%), industrials sector 
(21.25%), information technology sector (16.66%), and real estate sector (13.05%) represented 
signifi cant portions of the Underlying Index. The foregoing information is subject to change.

The Underlying Index is rebalanced quarterly. The Underlying Index is provided by MSCI Inc. (the 
“Index Provider”) and constituent selection will be based on data provided by MSCI ESG Research. 
The Index Provider is not affi liated with the Fund or Krane Funds Advisors, LLC (“Krane”). The Index 
Provider determines the components and the relative weightings of the component securities in 
the Underlying Index. Additional information about the Underlying Index is available on the Index 
Provider’s website, www.msci.com.

KraneShares MSCI One Belt One Road Index ETF (“OBOR”)

The Underlying Index is designed to track the equity market performance of companies with high 
revenue exposure to Chinese infrastructure development in a specifi ed set of industries, as determined 
by the provider of the Underlying Index, MSCI Inc. (“Index Provider”), relevant to what has become 
known as China’s “One Belt, One Road” initiative, which is a strategy and framework adopted by the 
Chinese government that will emphasize interconnectedness and cooperation between China and 
other Eurasian countries. The Underlying Index may include developed, emerging and frontier market 
issuers. To be eligible for inclusion: (1) Chinese issuers must be classifi ed by GICS as falling into one 



210

Additional Information About the Funds

or more of the following industries: Oil & Gas Equipment & Services, Integrated Oil & Gas, Oil & Gas 
Exploration & Production, Construction Materials, Diversifi ed Metals & Mining, Building Products, 
Construction & Engineering, Electrical Components & Equipment, Heavy Electrical Equipment, 
Construction Machinery & Heavy Trucks, Industrial Machinery, Marine, Railroads, Highways & 
Railtracks, Marine Ports & Services, Regional Banks, Electric Utilities, Gas Utilities, Independent 
Power Producers & Energy Traders or Renewable Electricity; and (2) non-Chinese issuers must be 
classifi ed by GICS as falling into one or more of the following sectors: Energy, Materials, Industrials, 
Financials and Utilities.

The Underlying Index is modifi ed so that as of each Underlying Index rebalance 45% of the weight 
of the Underlying Index is allocated to Chinese issuers and 55% to issuers of other countries. Within 
these allocations, the issuers are weighted based on their free-fl oat market capitalization, except 
that no country’s issuers (except for China) will represent more than 10% of the Underlying Index 
as of each Underlying Index rebalance. Although the Underlying Index may include the securities of 
small-cap, mid-cap and large-cap issuers, each issuer must meet a minimum market capitalization 
requirement to be included in the Underlying Index. Chinese issuers and the issuers of developed 
market countries must have a minimum $1 billion free fl oat adjusted market capitalization to be 
eligible for inclusion. The Underlying Index excludes issuers of certain countries based, in part, on 
their expected ability to benefi t from China’s infrastructure development initiatives. The Underlying 
Index may include securities included in the MSCI ACWI + Frontier Market IMI Index or MSCI China 
All Shares Index, but will exclude issuers from the Americas, developed European countries, Australia, 
Hong Kong, Japan, Korea & Taiwan.

With respect to Chinese issuers that offer both China A-Shares and China H-Shares, only China 
H-Shares will be included in the Underlying Index. The Underlying Index will not remove certain 
securities that no longer qualify for initial inclusion in certain scenarios to reduce the Underlying 
Index’s turnover.

As of June 29, 2018, the Underlying Index included 111 securities of companies with a total market 
capitalization of $887 billion, a capitalization range of $949 million to $66.96 billion and an average 
market capitalization of $8 billion. As of June 29, 2018, issuers in the materials sector (33.11%), 
industrials sector (29.57%) and utilities sector (15.33%) represented signifi cant portions of the 
Underlying Index. The foregoing information is subject to change.

The Underlying Index is rebalanced semi-annually. The Underlying Index is provided by the Index 
Provider. The Index Provider is not affi liated with the Fund or Krane. The Index Provider determines 
the components and the relative weightings of the component securities in the Underlying Index. 
Additional information about the Underlying Index is available on the Index Provider’s website, 
www.msci.com.

KraneShares Zacks New China ETF (“KFYP”)

The Underlying Index takes a smart-beta approach to provide focused exposure to companies listed 
in Mainland China, Hong Kong and the United States whose primary business or businesses the 
index sponsor, Zacks Index Services (“Zacks”), has determined are important in the current Five-Year 
Plan (“Plan”) of the central Chinese government. The Plan is a series of development initiatives that 
have been released by the Chinese government every fi ve years since 1953. The Plan outlines the 
government’s goals for, among other things, social and economic growth and industrial planning in 
key sectors and regions. The Thirteenth Five Year Plan (2016-2020) emphasizes improving the lives 
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of Chinese citizens, health care, technology, the environment, more competitive markets, agriculture, 
the military and education.

Zacks’ smart-beta approach evaluates the sectors it expected to benefi t from the Plan and then 
ranks the stocks within each sector based on various investment factors, including price, cash fl ow, 
free cash fl ow, momentum and volatility. Momentum will be measured based on total returns over 
the three months prior to the rebalancing of the Underlying Index and volatility will be measured by 
analyzing the standard deviation of total returns for each month during the six months prior to the 
rebalancing of the Underlying Index. Based on the foregoing analyses, 40 stocks will be included in 
the Underlying Index. As of each rebalance date, the top 10 largest capitalization stocks included in 
the Underlying Index typically will represent approximately 3.75% of the Underlying Index each, the 
middle 20 capitalization stocks will represent approximately 2.5% of the Underlying Index each, and 
the smallest 10 capitalization stocks will represent approximately 1.25% of the Underlying Index 
each. In addition, as of the rebalance date, no sector will represent more than 40% of the Underlying 
Index. The Underlying Index will be rebalanced annually.

The Underlying Index defi nes Chinese companies to include companies incorporated in China, 
companies with a majority of their business in China, companies headquartered in China, companies 
directly or indirectly controlled by an entity owned by a Chinese central, provincial or municipal 
government and companies listed for trading in Hong Kong with signifi cant operations in China. 
As of June 30, 2018, the Underlying Index included 40 securities of companies with a market 
capitalization range of $886 million to $447.01 billion and had an average market capitalization of 
$24.45 billion. The Underlying Index was originally established in May 2016.

The Underlying Index was created and is maintained by Zacks. Zacks determines the components 
and the relative weightings of the component securities in the Underlying Index. Zacks is not affi liated 
with the Fund or Krane.

Principal Investment Risks

The following section provides additional information regarding certain of the principal risks of 
investing in a Fund. An investment in a Fund is not a deposit with a bank and is not insured or 
guaranteed by the Federal Deposit Insurance Corporation or any other government agency. An 
investment in a Fund involves a risk of a total loss. There is no guarantee that a Fund will meet its 
investment objective.

Risk KAGG KBA KCCB KWEB KCNY KARS KEMQ KMED

Asia-Pacific Risk X X X X X X X X
Cash and Cash Equivalents Risk X X X X X X X X
China Risk – General X X X X X X X X
China – Onshore Investing Risks X X X X X X X X
China – Equity Investing Risks X X X X X
China – Fixed Income 

Investing Risks X X X
Concentration Risk X X X X X X X X
Consumer Discretionary 

Sector Risk X X
Consumer Durables Sector Risk X

Consumer Staples Sector Risk X
Currency Risk X X X X X X X X
Depositary Receipts Risk X X X X X
Derivatives Risk X X X X X X X X
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Risk KAGG KBA KCCB KWEB KCNY KARS KEMQ KMED

Emerging Markets Risk X X X X X X X X
Energy Sector Risk X
Environmental Issuer Risk 
Equity Securities Risk X X X X X X X X
ETF Risk X X X X X X X X
ETF Risk – Cash Transactions Risk X X X X X X
ETF Risk – New Fund Risk X X X
ETF Risk – Small Fund Risk X X X
Financials Sector Risk X
Fixed Income Securities Risk X X X
Frontier Markets Risk X
Foreign Securities Risk X X X X X X X X
Geographic Focus Risk X X X X X X X X
Germany Risk X
Healthcare Sector Risk X
Hedging Risk 
High Portfolio Turnover Risk X X
High Yield and Unrated 

Securities Risk X X X
Hong Kong Risk X X X X X X X X
India Risk X
Indonesia Risk 
Industrials Sector Risk X X
Information Technology 

Sector Risk X X
Investment in Investment 

Companies Risk X X X X X X X X
Large Capitalization Company Risk X X X X X
Liquidity Risk X X X X X X X X
Management Risk X X X X X X X X
Market Risk X X X X X X X X
Materials Sector Risk 
Non-Diversified Fund Risk X X X X X X X
Passive Investment Risk X X X X X X X X
Privately-Issued Securities Risk X X X
Real Estate Sector Risk X
Russia Risk 
Sanctions Risk X X X X X X X X
Securities Lending Risk X X X X X X X X
Small- and Mid-Capitalization 

Company Risk X X X X X
South America Risk X
South Korea Risk X
Sovereign and Quasi-Sovereign 

Debt Risk X X X
Tax Risk X X X X X X X X
Technology Sector Risk X X
Telecommunications Sector Risk X
Tracking Error Risk X X X X X X X X
Utilities Sector Risk X
Valuation Risk X X X X X X X X
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Risk KBUY KSTP KURE KBAH KALL KGRN OBOR KFYP

Asia-Pacific Risk X X X X X X X X
Cash and Cash Equivalents Risk X X X X X X X X
China Risk – General X X X X X X X X
China – Onshore Investing Risks X X X X X X X X
China – Equity Investing Risks X X X X X X X X
China – Fixed Income Investing 

Risks 
Concentration Risk X X X X X X X X
Consumer Discretionary Sector 

Risk X X 
Consumer Staples Sector Risk X X
Currency Risk X X X X X X X X
Depositary Receipts Risk X X X X X X X X
Derivatives Risk X X X X X X X X
Emerging Markets Risk X X X X X X X X
Energy Sector Risk 
Environmental Issuer Risk X
Equity Securities Risk X X X X X X X X
ETF Risk X X X X X X X X
ETF Risk – Cash Transactions Risk X X X X X X X X 
ETF Risk – New Fund Risk X X X
ETF Risk – Small Fund Risk X X X X X
Financials Sector Risk X X
Fixed Income Securities Risk 
Frontier Markets Risk X
Foreign Securities Risk X X X X X X X X
Geographic Focus Risk X X X X X X X X
Germany Risk 
Healthcare Sector Risk X
Hedging Risk X
High Portfolio Turnover Risk X X X X X X X
High Yield and Unrated Securities 

Risk 
Hong Kong Risk X X X X X X X X
India Risk 
Indonesia Risk 
Industrials Sector Risk X X
Information Technology Sector 

Risk X X X
Investment in Investment 

Companies Risk X X X X X X X X
Large Capitalization Company 

Risk X X X X X X X X
Liquidity Risk X X X X X X X X
Management Risk X X X X X X X X
Materials Sector Risk X
Market Risk X X X X X X X X
Non-Diversified Fund Risk X X X X X X X
Passive Investment Risk X X X X X X X X
Privately-Issued Securities Risk 
Real Estate Sector Risk X
Russia Risk 
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Risk KBUY KSTP KURE KBAH KALL KGRN OBOR KFYP

Sanctions Risk X X X X X X X X
Securities Lending Risk X X X X X X X X
Small- and Mid-Capitalization 

Company Risk X X X X X X X X
South America Risk 
South Korea Risk 
Sovereign and Quasi-Sovereign 

Debt Risk 
Tax Risk X X X X X X X X
Tracking Error Risk X X X X X X X X
Technology Sector Risk X
Utilities Sector Risk X X X
Valuation Risk X X X X X X X X

Asia-Pacifi c Risk. Investments in securities of issuers in Asia-Pacifi c countries involve risks that 
are specifi c to the Asia-Pacifi c region, including certain legal, regulatory, political and economic 
risks. Certain Asia-Pacifi c countries have experienced expropriation and/or nationalization of assets, 
confi scatory taxation, political instability, armed confl ict and social instability as a result of religious, 
ethnic, socio-economic and/or political unrest. Some economies in this region are dependent 
on a range of commodities and are strongly affected by international commodity prices and are 
particularly vulnerable to price changes for these products. The market for securities in this region 
may also be directly infl uenced by the fl ow of international capital, and by the economic and market 
conditions of neighboring countries. Many Asia-Pacifi c economies have experienced rapid growth 
and industrialization, and there is no assurance that this growth rate will be maintained. Some 
Asia-Pacifi c economies are highly dependent on trade and economic conditions in other countries 
can impact these economies.

Cash and Cash Equivalents Risk. The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. Holding cash or cash equivalents, even 
strategically, may lead to missed investment opportunities. This is particularly true when the market 
for other investments in which the Fund may invest is rapidly rising. If the Fund holds cash uninvested 
it will be subject to the credit risk of the depositing institution holding the cash.

China Risk – General. The economy of China differs, sometimes unfavorably, from the U.S. economy 
in such respects as structure, general development, government involvement, wealth distribution, rate 
of infl ation, growth rate, allocation of resources and capital reinvestment, among others. Under China’s 
political and economic system, the central government has historically exercised substantial control 
over virtually every sector of the Chinese economy through administrative regulation and/or state 
ownership. For example, the Chinese government has from time to time taken actions that infl uence 
the prices at which certain goods may be sold, encourage companies to invest or concentrate in 
particular industries, induce mergers between companies in certain industries and induce private 
companies to publicly offer their securities to increase or continue the rate of economic growth, 
control the rate of infl ation or otherwise regulate economic expansion. It may do so in the future as 
well. Such actions and a variety of other centrally planned or determined activities by the Chinese 
government could have a signifi cant adverse effect on economic conditions in China, the economic 
prospects for, and the market prices and liquidity of, the securities of Chinese companies and the 
payments of dividends and interest by Chinese companies.
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During the last 30 years, the Chinese government has been, and is expected to continue, reforming 
its economic policies, which has resulted in less direct central and local government control over 
the business and production activities of Chinese enterprises and companies. Notwithstanding the 
economic reforms instituted by the Chinese government and the Chinese Communist Party, actions 
of the Chinese central and local government authorities continue to have a substantial effect on 
economic conditions in China, which could affect the public and private sector companies in which 
the Fund invests. The Chinese government may also change course and exercise greater central and 
local government control over Chinese fi rms.

In certain cases where China has begun a process of privatization of certain entities and industries, 
investors in newly privatized entities have suffered losses due to the inability of the newly privatized 
entities to adjust quickly to a competitive environment or changing regulatory and legal standards, or 
in some cases, due to re-nationalization of such privatized entities. There is no assurance that such 
losses will not recur.

Export growth continues to be a major driver of China’s rapid economic growth. Reduction in spending 
on Chinese products and services, institution of tariffs or other trade barriers, or a downturn in any of 
the economies of China’s key trading partners may have an adverse impact on the Chinese economy. 
The Chinese economy is particularly dependent upon trading with key partners, such as the United 
States, Japan, South Korea and countries in the European Union. Recent developments in relations 
between the United States and China have heightened concerns of increased tariffs and restrictions 
on trade between the two countries. An increase in tariffs or trade restrictions, or even the threat of 
such developments, could lead to a signifi cant reduction in international trade, which could have 
a negative impact on China’s export industry and a commensurately negative impact on the Fund.

In recent years, Chinese entities have incurred signifi cant levels of debt and Chinese fi nancial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a fi nancial crisis, freeze Chinese 
debt and fi nance markets and make certain Chinese securities illiquid.

Infl ation Risk. Economic growth in China has historically been accompanied by periods of 
infl ation. Beginning in 2004, the Chinese government commenced the implementation of various 
measures to control infl ation, which included the tightening of the money supply, the raising of 
interest rates and more stringent control over certain industries. If infl ation were to increase, the 
performance of the Chinese economy and the Fund’s investments could be negatively impacted.

Nationalization and Expropriation Risk. Expropriation, including nationalization, confi scatory 
taxation, political, economic or social instability or other developments could adversely affect and 
signifi cantly diminish the values of the Chinese companies in which the Fund invests. There can be no 
assurance that the Chinese government will not nationalize or expropriate assets in its territory or over 
which it otherwise has control. An investment in the Fund involves a risk of a total loss.

Moreover, the Chinese government limits foreign investment in the securities of certain 
Chinese issuers entirely. These restrictions or limitations may have adverse effects on the liquidity and 
performance of the Fund holdings as compared to the performance of the Underlying Index. This may 
increase the risk of tracking error and the Fund may not be able to achieve its investment objective.

Currency Risk. The government of China has historically maintained strict currency controls 
in order to achieve economic, trade and political objectives and regularly intervened in the currency 
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market. In this regard, the Chinese government has placed strict regulation on the yuan and Hong 
Kong dollar and manages the yuan and Hong Kong dollar so that they have historically traded in a 
tight range relative to the U.S. dollar. The Chinese government has been under pressure to manage 
the currency in a less restrictive fashion so that it is less correlated to the U.S. dollar.

Since 2005, the exchange rate of the RMB is no longer strictly pegged to the U.S. dollar. The 
RMB has now moved to a managed fl oating exchange rate based on market supply and demand with 
reference to a basket of foreign currencies. The daily trading price of the RMB against other major 
currencies in the inter-bank foreign exchange market is allowed to fl oat within a narrow band around 
the central parity published by the People’s Bank of China. As the exchange rates may be based on 
market forces, the exchange rates for RMB against other currencies, including the U.S. dollar, are 
susceptible to movements based on external factors. Of course, there can be no guarantee that 
this will continue, or that the yuan or the Hong Kong dollar will move in relation to the U.S. dollar as 
expected. There can be no assurance that the RMB will not be subject to devaluation. Any devaluation 
of the RMB is expected to adversely affect the value of the Fund’s investments.

Available Disclosure About Chinese Issuers Risk. Disclosure and regulatory standards in 
emerging market countries, such as China, are in many respects less stringent than U.S. standards. 
There is substantially less publicly available information about Chinese issuers than there is about U.S. 
issuers. Therefore, disclosure of certain material information may not be made, and less information 
may be available to the Fund and other investors than would be the case if the Fund’s investments were 
restricted to securities of U.S. issuers. Chinese issuers are subject to accounting, auditing and fi nancial 
standards and requirements that differ, in some cases signifi cantly, from those applicable to U.S. issuers. 
In particular, the assets and profi ts appearing on the fi nancial statements of a Chinese issuer may not 
refl ect its fi nancial position or results of operations in the way they would be refl ected had such fi nancial 
statements been prepared in accordance with U.S. Generally Accepted Accounting Principles.

Chinese Corporate and Securities Law Risk. The Fund’s rights with respect to its investments 
in China, if any, generally will not be governed by U.S. law, but rather by Chinese law. China operates 
under a civil law system. It is based on statutes enacted by various state bodies with authority over 
economic matters such as foreign investment, company organization and governance, taxation and 
trade. These laws are relatively recent with published court opinions based on them being limited. 
Further, court precedent is not binding. Thus, there is uncertainty regarding the implementation of 
existing law. In addition, laws pertaining to bankruptcy proceedings are generally less developed and 
may be different than such laws in the United States and lead to unpredictable results.

Legal principles relating to corporate affairs and the validity of corporate procedures, directors’ 
fi duciary duties and liabilities and stockholders’ rights often differ from those that may apply in the 
United States and other countries. In particular, Chinese laws providing protection to investors, such 
as laws regarding the fi duciary duties of offi cers and directors, are undeveloped and will not provide 
investors, such as the Fund, with protection in all situations where protection would be provided by 
comparable law in the United States. It may therefore be diffi cult for the Fund to enforce its rights as 
an investor under Chinese corporate and securities laws, and it may be diffi cult or impossible for the 
Fund to obtain a judgment in court. Moreover, as Chinese corporate and securities laws continue to 
develop, these developments may adversely affect foreign investors, such as the Fund.

Chinese Securities Markets Risk. China’s securities markets, including the debt markets, 
have a limited operating history and are not as developed as those in the United States. These 
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markets, historically, have had greater volatility than markets in the United States and some other 
countries, and experienced ineffi ciency and pricing anomalies. There is relatively less regulation 
and monitoring of Chinese securities markets and of the activities of investors, brokers and other 
participants than in the United States, including with respect to insider trading, tender offers, 
stockholder proxies and disclosure of information. Stock markets in China are in the process of 
change and further development. This may lead to additional volatility, diffi culty in the settlement and 
recording of transactions and diffi culty in interpreting and applying the relevant regulations.

Political and Economic Risk. The Chinese government continues to be an active participant 
in many economic sectors through ownership positions and regulation. The majority of productive 
assets in China are still owned by the PRC government at various levels. The allocation of resources 
in China is subject to a high level of government control. The Chinese government strictly regulates 
the payment of foreign currency denominated obligations and sets monetary policy. Through its 
policies, the government may provide preferential treatment to particular industries or companies. 
The policies set by the government could have a substantial effect on the Chinese economy and the 
Fund’s investments.

For more than 30 years, the PRC government has carried out economic reforms to achieve 
decentralization and utilization of market forces to develop the economy of the PRC. These reforms 
have resulted in signifi cant economic growth and social progress, but growth has been uneven 
both geographically and among various sectors of the economy. Economic growth has also been 
accompanied by periods of infl ation. The PRC government has implemented various measures from 
time to time to control infl ation and restrain the rate of economic growth.

Although reforms over the last 30 years have generally been regarded as successful, there 
can be no assurance that the PRC government will continue to pursue such economic policies or, if 
it does, that those policies will continue to be successful or will not otherwise have a negative effect 
on the Fund. Any such adjustment and modifi cation of those economic policies may have an adverse 
impact on the securities market of Chinese issuers. Further, the PRC government may from time to 
time adopt corrective measures to control the growth of the PRC economy which may also have an 
adverse impact on the capital growth and performance of the Fund.

Political changes, social instability and adverse diplomatic developments in the PRC could 
result in the imposition of additional government restrictions including expropriation of assets, 
confi scatory taxes or nationalization of some or all of the property held by Chinese issuers. Internal 
social unrest or confrontations with other neighboring countries, including military confl icts in 
response to such events, may also disrupt economic development in China and result in a greater risk 
of currency fl uctuations, currency convertibility, interest rate fl uctuations and higher rates of infl ation.

China Risk – Onshore Investing Risks. Because the Fund may invest in the local China markets 
directly (also referred to herein as domestic Chinese markets or securities or onshore Chinese 
markets or securities), it will be subject to the following special risks:

Capital Controls Risk. RMB can be categorized into “CNY” (onshore RMB) and “CNH” 
(offshore RMB), traded outside the PRC. CNY and CNH are traded at different exchange rates and their 
exchange rates may not move in the same direction. Although there has been a growing amount of 
RMB held offshore, CNH cannot be freely remitted into the PRC and is subject to certain restrictions, 
and vice versa. The Fund may be adversely affected by the exchange rates between CNY and CNH.
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CNY is currently not a freely convertible currency as it is subject to foreign exchange control, 
fi scal policies and repatriation restrictions imposed by the Chinese government. The PRC government 
imposes restrictions on the remittance of RMB out of and into China. In the event a remittance by 
the Fund is disrupted, the Fund could be adversely affected and, among other matters, may not 
be able to invest the money, which may increase the tracking error of the Fund. In addition, any 
delay in repatriation of RMB out of China may result in delay in payment of redemption proceeds 
to redeeming investors. The Chinese government’s policies on exchange control and repatriation 
restrictions are subject to change, and such control of currency conversions and movements in the 
RMB exchange rates may adversely affect the operations and fi nancial results of PRC companies and 
the Fund. If such control policies change in the future, the Fund may be adversely affected.

Economic conditions, such as volatile currency exchange rates and interest rates, political 
events and other conditions may, without prior warning, lead to intervention by Chinese government 
actors and the imposition of “capital controls.” Capital controls include the prohibition of, or 
restrictions on, the ability to transfer currency, securities or other assets into, within or out of the 
country. Levies may be placed on profi ts repatriated by foreign entities (such as the Fund). Capital 
controls may impact the ability of the Fund to buy, sell or otherwise transfer securities or currency, 
adversely affect the trading market and price for shares of the Fund, and cause the Fund to decline 
in value.

The Chinese government also heavily regulates the domestic exchange of foreign currencies 
within China. Chinese law requires that all domestic transactions must be settled in RMB, places 
signifi cant restrictions on the remittance of foreign currency and strictly regulates currency exchange 
from RMB. Under SAFE regulations, Chinese corporations may only purchase foreign currencies 
through government approved banks. In general, Chinese companies must receive approval from 
or register with the Chinese government before investing in certain capital account items, including 
direct investments and loans, and must thereafter maintain separate foreign exchange accounts for 
the capital items. Foreign investors may only exchange foreign currencies at specially authorized 
banks after complying with documentation requirements. These restrictions may adversely affect 
the Fund and its investments. The PRC government may impose additional or other currency capital 
controls that could signifi cant harm the Fund. The international community has requested that China 
ease its restrictions on currency exchange, but it is unclear whether the Chinese government will 
change its policy.

Custody Risk. The Fund is required by Chinese regulation to have a local custodian in China 
(“PRC Custodian”) for its investments in domestic, onshore Chinese securities, including A-Shares 
and mainland Chinese debt (also referred to herein as RMB Bonds). The PRC Custodian maintains the 
Fund’s investments in China to ensure their compliance with the rules and regulations of the China 
Securities Regulatory Commission (“CSRC”) and the People’s Bank of China. Such investments, 
when purchased by Krane or the Fund’s sub-adviser in its capacity as the Fund’s RQFII or QFII, as 
applicable, will normally be received in a securities account maintained by the PRC Custodian in 
the joint names of the Fund and Krane or the sub-adviser, as applicable. The account may not be 
used for any other purpose than for maintaining the Fund’s assets. However, given that the securities 
trading account will be maintained in the joint names of Krane or the sub-adviser, as applicable, 
and the Fund, the Fund’s assets may not be as well protected as they would be if it were possible 
for them to be registered and held solely in the name of the Fund. In particular, there is a risk that 
creditors of Krane or the sub-adviser, as applicable, may assert that the securities are owned by 
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Krane or the sub-adviser, as applicable, and not the Fund, and that a court would uphold such an 
assertion, in which case such creditors could seize assets. Because the Fund’s PRC securities quota 
may be in the name of both Krane or the sub-adviser, as applicable, and the Fund, there is also a 
risk that regulatory actions taken against Krane or the sub-adviser, as applicable, by PRC government 
authorities may affect the Fund. This is particularly acute in the case of cash deposited with the PRC 
Custodian because it may not be segregated, and it may be treated as a debt owing from the PRC 
Custodian to the Fund as a depositor. Thus, in the event of a PRC Custodian bankruptcy, liquidation, 
or similar event, the Fund may face diffi culties and/or encounter delays in recovering its cash.

RQFII and QFII Risk. A RQFII or QFII license and quota may be acquired to invest directly in 
domestic, onshore Chinese securities. To qualify for a QFII license, an applicant must meet strict 
requirements on asset management experience, assets under management, and fi rm capital. The 
Fund’s investments may be limited to the quota obtained by Krane or a Fund’s sub-adviser, as 
applicable, in its capacity as a RQFII or QFII on behalf of the Fund. A reduction in or elimination of 
the quota may have a material adverse effect on the ability of the Fund to achieve its investment 
objective.

The RQFII rules were adopted relatively recently and are novel. The RQFII program is 
substantially similar to the QFII program, but provides for greater fl exibility in repatriating assets, as 
discussed below. Chinese regulators may revise or discontinue the RQFII program at any time. There 
is no guarantee that the CSRC will ultimately grant or enlarge the quota allowed to a RQFII or QFII 
licenseee, and the application process may take a signifi cant amount of time. Should the amount 
of securities that the Fund is eligible to invest in be or become inadequate to meet its investment 
needs, it may not be able to gain suffi cient exposure to the Underlying Index and the Fund may 
need to rely exclusively on investments through other channels, such as Stock Connect Programs 
(for equities) and the CIBM Program (for fi xed income securities), which may be insuffi cient to meet 
its needs.

Repatriations by RQFIIs are currently permitted daily and are not subject to repatriation 
restrictions or prior regulatory approval. However, there is no assurance that PRC rules and regulations 
will not change or that repatriation restrictions will not be imposed in the future. Further, such changes 
to the PRC rules and regulations may be applied retroactively. If a QFII license is obtained and used, 
all repatriations of gains and income would require the approval of SAFE. These limitations may also 
prevent the Fund from making certain distributions to shareholders. Further, no single underlying 
foreign investor investing through a QFII may hold more than 10% of the total outstanding shares in 
one listed company and all foreign investors investing through QFIIs may not hold, in aggregate, more 
than 30% of the total outstanding shares in one listed company. Such limits may not apply where 
foreign investors make strategic investment in listed companies in accordance with the Measures for 
the Administration of Strategic Investments in Listed Companies by Foreign Investors.

If the Fund invests directly in domestic Chinese securities with a QFII license, Krane and/
or the Fund’s sub-adviser, as applicable, will be required to transfer the entire investment principal 
for the quota into a local sub-custodian account within such time period as specifi ed by SAFE 
(up to six months). Following this, investment capital will be subject to an initial lock-up period 
(currently three months if the Fund is deemed to be an “open end fund” under Chinese regulations), 
during which the assets may not be repatriated to the United States, even if they are never invested. 
Following that time, investment principal and earnings may generally only be repatriated with the 
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approval of SAFE, although up to $50 million may be repatriated each week without SAFE approval 
if the Fund is deemed to be an “open end fund” under Chinese regulations.

China Equity Investing Risks.

A-Shares Risk. The ability of the Fund to invest in China A-Shares is dependent, in part, on 
the availability of A-Shares either through the Shanghai-Hong Kong or Shenzhen-Hong Kong Stock 
Connect programs (“Stock Connect Programs”) and/or through a QFII or RQFII license and quota 
allocation from the Chinese regulator. Thus, the Fund’s investment in A-Shares will be limited by 
the A-Shares quota obtained by the RQFII or QFII licensee and allocated to the Fund and by the 
amount of A-Shares available through the Stock Connect Programs. Investments in A-Shares are 
heavily regulated and the recoupment and repatriation of assets invested in A-Shares is subject to 
restrictions by the Chinese government.

Currently, there are two stock exchanges in mainland China, the Shanghai and Shenzhen 
Stock Exchanges. The Shanghai and Shenzhen Stock Exchanges are supervised by the CSRC and are 
highly automated with trading and settlement executed electronically. The Shanghai and Shenzhen 
Stock Exchanges are substantially smaller, less liquid and more volatile than the securities markets 
in the United States.

The Shanghai Stock Exchange commenced trading on December 19, 1990, the Shenzhen 
Stock Exchange commenced trading on July 3, 1991. The Shanghai and Shenzhen Stock Exchanges 
divide listed shares into two classes: A-Shares and B shares. Companies whose shares are traded 
on the Shanghai and Shenzhen Stock Exchanges that are incorporated in mainland China may issue 
both A-Shares and B-Shares. In China, the A-Shares and B-Shares of an issuer may only trade on 
one exchange. A-Shares and B-Shares may both be listed on either the Shanghai or Shenzhen Stock 
Exchanges. Both classes represent an ownership interest comparable to a share of common stock. 
A-Shares are traded on the Shanghai and Shenzhen Stock Exchanges in RMB. A-Shares may be 
subject to more frequent and/or extended trading halts than other exchange-traded securities and 
may become illiquid. The A-Shares market may behave very differently from other Chinese equity 
markets, and there may be little to no correlation between them.

Restrictions continue to exist on investments in A-Shares and capital therefore cannot fl ow 
freely into the A-Share market, making it possible that, in the event of a market disruption, the 
liquidity of the A-Share market and trading prices of A-Shares could be more severely affected than 
the liquidity and trading prices of markets where securities are freely tradable and capital therefore 
fl ows more freely. The Fund cannot predict the nature or duration of such a market disruption or the 
impact that it may have on the A-Share market and the short-term and long-term prospects of its 
investments in the A-Share market.

The Chinese government has in the past taken actions that benefi tted holders of A-Shares. As 
A-Shares become more available to foreign investors, such as the Fund, the Chinese government may 
be less likely to take action that would benefi t holders of A-Shares. In addition, there is no guarantee 
that a QFII or RQFII licensee will continue to maintain its existing A-Share quota or be able to obtain 
additional A-Share quota if the A-Share quota is reduced or eliminated by SAFE or if a QFII or RQFII 
license is revoked by CSRC at some point in the future. The Fund cannot predict what would occur 
if the A-Share quota were reduced or eliminated or if a QFII or RQFII license were to be revoked, 
although such an occurrence could likely have a material adverse effect on the Fund.
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Repatriations by RQFIIs for investors such as registered funds are permitted daily and are 
not subject to lockup periods or prior approval. There is no assurance, however, that PRC rules 
and regulations will not change or that repatriation restrictions will not be imposed in the future. 
Any restrictions on repatriation of the Fund’s assets may adversely affect the Fund’s ability to meet 
redemption requests and/or may cause the Fund to borrow money in order to meet its obligations. 
These limitations may also prevent a Fund from making certain distributions to shareholders.

If the Fund is unable to obtain suffi cient exposure to the components of its Underlying 
Index, the Fund could seek exposure to the component securities of the Underlying Index in other 
ways, such as by investing in depositary receipts of the component securities and Hong Kong listed 
versions of the component securities. Consistent with its exemptive relief, the Fund may, to a limited 
extent, where applicable, also invest in B-shares issued by the same companies that issue A-Shares 
that are in the Underlying Index. The A-Shares market may behave very differently from the B-Shares 
market, and there may be little to no correlation between the performance of the two. The Fund may 
also use derivatives or invest in ETFs that can obtain comparable exposures. If necessary, the Fund 
may limit or suspend purchases of Creation Units of the Fund until the Fund determines that the 
requisite exposure to the Underlying Index is obtainable. During the period that creations are limited 
or suspended, the Fund could trade at a signifi cant premium or discount to the NAV and could 
experience substantial redemptions. Alternatively, the Fund could change its investment objective 
by, for example, seeking to track an alternative index that does not include A-Shares as component 
securities, or decide to liquidate the Fund. In circumstances beyond the control of the Fund, the Fund 
may incur signifi cant losses due to limited investment capabilities, including based on investment 
objectives or strategies, due to investment restrictions on RQFIIs and QFIIs licenses, illiquidity of the 
Chinese securities markets, or delay or disruption in execution or settlement of trades. Should the 
A-Share quota allocated for the Fund’s use be or become inadequate to meet the investment needs 
of the Fund and the Fund cannot invest in them through the Stock Connect Programs, the Fund is 
expected to be adversely affected.

The Chinese government limits foreign investment in the securities of certain Chinese issuers 
entirely. China may also impose higher local tax rates on transactions involving certain companies. 
These restrictions or limitations may have adverse effects on the liquidity and performance of the 
Fund holdings as compared to the performance of the Underlying Index. This may increase the risk of 
tracking error and the Fund may not be able to achieve its investment objective.

Per a circular (Caishui [2014] 79), the Fund is expected to be temporarily exempt from the 
Chinese withholding tax (“WHT”) on capital gains on trading in A-Shares. There is no indication as 
to how long the temporary exemption will remain in effect. Accordingly, the Fund may be subject to 
such taxes in the future. If Krane expects such WHT on trading in A-Shares to be imposed, the Fund 
reserves the right to establish a reserve for such tax, although it has not currently done so. If the 
Fund establishes such a reserve but is not ultimately subject to the tax, shareholders who redeemed 
or sold their shares while the reserve was in place will effectively bear the tax and may not benefi t 
from the later release, if any, of the reserve. Conversely, if the Fund does not establish such a reserve 
but ultimately is subject to the tax, shareholders who redeemed or sold their shares prior to the tax 
being withheld, reserved or paid will have effectively avoided the tax, even if they benefi ted from the 
trading that precipitated the Fund’s payment of it.

Investors should note that such provision may be excessive or inadequate to meet actual 
WHT liabilities (which could include interest and penalties) on the Fund’s investments. As a result, 
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investors may be advantaged or disadvantaged depending on the fi nal rules of the relevant PRC tax 
authorities.

It is also unclear how China’s value added tax may apply to the activities of a participant in the 
Stock Connect Programs or QFII or RQFII licensee and how such application may be affected by tax 
treaty provisions. If such a tax is collected, the expense will be passed on and borne by the Fund. The 
imposition of such taxes, as well as future changes in applicable PRC tax law, may adversely affect 
the Fund. If the Fund expects VAT to be imposed, it reserves the right to establish a reserve for such 
tax, although it has not currently done so. If the Fund establishes such a reserve but is not ultimately 
subject to the tax, shareholders who redeemed or sold their shares while the reserve was in place will 
effectively bear the tax and may not benefi t from the later release, if any, of the reserve. Conversely, 
if the Fund does not establish such a reserve but ultimately is subject to the tax, shareholders who 
redeemed or sold their shares prior to the tax being withheld, reserved or paid will have effectively 
avoided the tax, even if they benefi ted from investments in the Fund.

In addition, urban maintenance and construction tax (currently at the rate ranging from 1% to 
7%), educational surcharges (currently at the rate of 3%) and local educational surcharges (currently 
at the rate of 2%) are imposed based on the business tax liabilities.

Disclosure of Interests and Short Swing Profi t Rule. The Fund may be subject to regulations 
promulgated by the CSRC, which currently require the Fund to make certain public disclosures when 
the Fund and parties acting in concert with the Fund acquire 5% or more of the issued securities 
of a listed company (which include A-Shares of the listed company). The relevant PRC regulations 
presumptively treat all affi liated investors and investors under common control as parties acting 
in concert. As such, the Fund may be deemed as a “concerted party” of other funds managed by 
Krane, a sub-adviser, if applicable, or their affi liates and therefore may be subject to the risk that 
the Fund’s holdings may be required to be reported in the aggregate with the holdings of such 
other funds should the aggregate holdings trigger the reporting threshold under the PRC law. If the 
5% shareholding threshold is triggered, the Fund would be required to fi le its report within three 
days. During the time limit for fi ling the report, a trading freeze applies and the Fund would not be 
permitted to make subsequent trades in the invested company’s securities. Any such trading freeze 
may impair the ability of the Fund to achieve its investment objective and undermine the Fund’s 
performance.

Further, subject to the interpretation of PRC courts and PRC regulators, the operation of the 
PRC short swing profi t rule may prevent the Fund from reducing its holdings in a company 5% or more 
of whose shares are deemed to be held by the Fund and its affi liates within six months of the last 
purchase of shares of the company. The Fund could be subject to these restrictions even though an 
entity deemed to be an affi liate (and not the Fund) may have triggered the restrictions. Nonetheless, 
if the Fund violates the rule, it may be required by the listed company to return any profi ts realized 
from such trading to the company. In addition, the Fund could not repurchase securities of the listed 
company within six months of such sale. Finally, under PRC civil procedures, the Fund’s assets may 
be frozen to the extent of the claims made by the company in question.

PRC Broker Risk. Currently, only a limited number of brokers are available to trade A-Shares 
with the Fund. As a result, Krane or a sub-adviser will have limited fl exibility to choose among brokers 
on behalf of the Fund than is typically the case for investment advisers. If Krane or a sub-adviser is 
unable to use a particular broker in the PRC, the operation of the Fund may be adversely affected. 
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Further, the operation of the Fund may be adversely affected in case of any acts or omissions of 
the PRC broker, which may result in higher tracking error or the Fund being traded at a signifi cant 
premium or discount to its NAV. If a single PRC broker is appointed, the Fund may not necessarily pay 
the lowest commission available in the market. There is also a risk that the Fund may suffer losses 
from the default, bankruptcy or disqualifi cation of the PRC broker. Krane or a sub-adviser, however, 
in its selection of PRC brokers will consider such factors as the competitiveness of PRC brokers’ 
commission rates, size of the relevant orders, and execution standards.

B-Shares Risk. The B Share market is generally smaller, less liquid and has a smaller issuer 
base than the A Share market. The issuers that compose the B Share market include a broad range of 
companies, including companies with large, medium and small capitalizations. The B Shares market 
may behave very differently from other portions of the Chinese equity markets, and there may be little 
to no correlation between their performance.

H-Shares Risk. The Fund may invest in shares of companies incorporated in mainland 
China and listed on the Hong Kong Stock Exchange (“H Shares”). H Shares are traded in Hong 
Kong dollars on the Hong Kong Stock Exchange, and must meet Hong Kong’s listing and disclosure 
requirements. H Shares may be traded by foreigners and are a vehicle used by foreigners to gain 
exposure to Chinese securities. Because they are traded on the Hong Kong Stock Exchange, H Shares 
involve a number of risks not typically associated with investing in countries with more democratic 
governments or more established economies or securities markets. Such risks may include the risk 
of nationalization or expropriation; greater social, economic and political uncertainty; increased 
competition from Asia’s other low-cost emerging economies; currency exchange rate fl uctuations; 
higher rates of infl ation; controls on foreign investment and limitations on repatriation of invested 
capital; and greater governmental involvement in and control over the economy. Fluctuations in 
the value of the Hong Kong dollar will affect the Fund’s holdings of H Shares. The Hong Kong stock 
market may behave very differently from the domestic Chinese stock market and there may be little 
to no correlation between the performance of the Hong Kong stock market and the domestic Chinese 
stock market.

N-Shares Risk. The Fund may invest in shares of companies with business operations 
in mainland China and listed on an American stock exchange, such as the NYSE or NASDAQ 
(“N Shares”). N Shares are traded in U.S. dollars. N Shares are issued by companies incorporated 
anywhere, but many are registered in Bermuda, the Cayman Islands, the British Virgin Islands, or the 
United States. Because companies issuing N Shares have business operations in China, they are 
subject to certain political and economic risks in China.

P-Chip Risk. The Fund may invest in shares of companies with controlling private Chinese 
shareholders that are incorporated outside mainland China and listed on the Hong Kong Stock 
Exchange (“P Chips”). These businesses are largely run by the private sector and have a majority 
of their business operations in mainland China. P Chip shares are traded in Hong Kong dollars on 
the Hong Kong Stock Exchange, and may also be traded by foreigners. Because they are traded on 
the Hong Kong Stock Exchange, P Chips are also subject to risks similar to those associated with 
investments in H Shares. They are also subject to risks affecting their jurisdiction of incorporation, 
including any legal or tax changes. Private Chinese companies may be more indebted, more 
susceptible to adverse changes in the economy, subject to asset seizures and nationalization, and 
negative political or legal developments.
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Red Chip Risk. The Fund may invest in shares of companies with controlling Chinese 
government shareholders that are incorporated outside mainland China, have a majority of their 
business operations in mainland China, and listed on the Hong Kong Stock Exchange (“Red 
Chips”). These businesses are controlled, either directly or indirectly, by the central, provincial or 
municipal governments of the PRC. Red Chip shares are traded in Hong Kong dollars on the Hong 
Kong Stock Exchange, may also be traded by foreigners and are subject to risks similar to those of 
H-Shares. Because Red Chip companies are controlled by various PRC governmental authorities, 
investing in Red Chips involves risks that political changes, social instability, regulatory uncertainty, 
adverse diplomatic developments, asset expropriation or nationalization, or confi scatory taxation 
could adversely affect the performance of Red Chip companies. Red Chip companies may be less 
effi ciently run and less profi table than other companies. They are also subject to risks affecting their 
jurisdiction of incorporation, including any legal or tax changes.

S-Chip Companies Risk. The Fund may invest in shares of companies with business 
operations in mainland China and listed on the Singapore Exchange (“S Chips”). S-Chip shares 
are issued by companies incorporated anywhere, but many are registered in Singapore, the British 
Virgin Islands, the Cayman Islands, or Bermuda. They are subject to risks affecting their jurisdiction 
of incorporation, including any legal or tax changes. S Chip companies may or may not be owned at 
least in part by a Chinese central, provincial or municipal government and be subject to the types of 
risks that come with such ownership described herein.

Stock Connect Program Risk. The Stock Connect Programs are subject to daily and aggregate 
quota limitations, and an investor cannot purchase and sell the same security on the same trading 
day, which may restrict the Fund’s ability to invest in A Shares through the Stock Connect Programs 
and to enter into or exit trades on a timely basis. The Shanghai and Shenzhen markets may be open 
at a time when the Stock Connect Programs are not active, with the result that prices of A Shares 
may fl uctuate at times when the Fund is unable to add to or exit its position. Only certain A Shares 
are eligible to be accessed through the Stock Connect Programs. Such securities may lose their 
eligibility at any time, in which case they may no longer be able to be purchased or sold through 
the Stock Connect Programs. Because the Stock Connect Programs are new, the actual effect on 
the market for trading A Shares with the introduction of large numbers of foreign investors is still 
relatively unknown. In addition, there is no assurance that the necessary systems required to operate 
the Stock Connect Programs will function properly or will continue to be adapted to changes and 
developments in both markets. In the event that the relevant systems do not function properly, trading 
through the Stock Connect Programs could be disrupted. The Stock Connect Programs are subject 
to regulations promulgated by regulatory authorities for both exchanges and further regulations or 
restrictions, such as limitations on redemptions or suspension of trading, may adversely impact the 
Stock Connect Programs, if the authorities believe it necessary to assure orderly markets or for other 
reasons. There is no guarantee that the Shanghai, Shenzhen and Hong Kong Stock Exchanges will 
continue to support the Stock Connect Programs in the future. Each of the foregoing could restrict 
the Fund from selling its investments, adversely affect the value of its holdings and negatively affect 
the Fund’s ability to meet shareholder redemptions. Investments in A Shares may not be covered 
by the securities investor protection programs of the exchanges and, without the protection of such 
programs, will be subject to additional risk of default by the broker. Because of the way in which 
A Shares are held in the Stock Connect Programs, the Fund may not be able to exercise the rights of 
a shareholder and may be limited in its ability to pursue claims against the issuer of a security, and 
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may suffer losses in the event the depository of the Shanghai or Shenzhen Stock Exchange becomes 
insolvent. Given that all trades through the Stock Connect Programs must be settled in RMB, investors 
must have timely access to a reliable supply of offshore RMB, which cannot be guaranteed.

China Fixed Income Investing Risks.

The laws, regulations, and government policies, including the investment regulations governing 
foreigners’ investments in RMB-denominated fi xed-income securities (“RMB Bonds”), as well as the 
political and economic climate in China, may change with little or no advance notice. Any such 
change could adversely affect market conditions and the performance of the Chinese economy and, 
thus, the value of securities in the Fund’s portfolio. The regulations which apply to such investments 
including the repatriation of capital, are relatively new. The application and interpretation of such 
regulations are therefore relatively untested. In addition, PRC authorities have broad discretion under 
such investment regulations and there is little precedent or certainty evidencing how such discretion 
will be exercised now or in the future.

CIBM Program Risk. The Fund may invest in certain RMB Bonds that are held in mainland 
China through a market access program with the Chinese Interbank Bond Market (“CIBM”) that 
launched in 2016 (“CIBM Program”). Other RMB Bonds are dealt and held in book-entry form 
through the China Securities Depository and Clearing Corporation Limited (“CSDCC”), China Central 
Depository and Clearing Corporation Limited (“CCDC”) and/or Shanghai Clearing House (“SCH”). 
The CIBM is relatively large and trading volumes are generally high, but the market remains subject 
to similar risks as fi xed-income securities markets in other developing markets. Certain CIBM 
instruments may be relatively volatile and become illiquid. The CIBM Program is subject to certain 
limits on repatriation; amounts repatriated must be paid in roughly the same currencies as the initial 
remittances by a Fund into the CIBM Program, and Chinese regulators may otherwise limit a Fund’s 
ability to repatriate investment proceeds from the program or exchange Chinese currency into other 
currencies.

While the CIBM was established in 1997, the CIBM Program permitting foreign investors to 
invest directly in RMB Bonds is relatively new, and its effect on the market for the types of securities 
in which the Fund will invest is relatively unknown. The CIBM Program represents an exception to 
Chinese laws that generally restrict foreign investment in RMB Bonds. Any regulatory change to the 
operations, requirements, or structure of the CIBM Program — or the complete elimination of the 
CIBM Program — could adversely affect the Fund. Any such future regulations or restrictions may 
include limitations on redemptions or suspension of the CIBM Program. There is no guarantee that 
the People’s Bank of China will continue to support the CIBM Program in the future, and it may act 
to alter it or eliminate it altogether.

A PRC onshore is required to participate in the CIBM Program. The settlement agent will conduct 
any trades executed through the CIBM Program. The quality of the Fund’s trades and settlement will 
be dependent upon the settlement agent, who may not perform to expectations and, thereby, harm 
the Fund. The agent could also terminate its relationship with Krane or the sub-adviser, as applicable, 
and thus eliminate the Fund’s access to the CIBM Program and its ability to sell investments, which 
could hamper the Fund’s ability to meet shareholder redemptions. If Krane or the sub-adviser, as 
applicable, is ultimately unable to purchase RMB Bonds through the CIBM Program, the Fund may 
be adversely affected. In addition, if Krane or the sub-adviser, as applicable, is unable to continue to 
use its settlement agent, the operation of the Fund will be adversely affected, and the Fund may not 
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be able to track the Underlying Index. Further, the operation of the Fund may be adversely affected in 
case of any acts or omissions of the settlement agent, which may result in higher tracking error or the 
Fund being traded at a signifi cant premium or discount to its NAV. There is a risk that the Fund may 
suffer losses from the default, bankruptcy or disqualifi cation of the settlement agent. In such event, 
the Fund may be adversely affected in the execution of any transaction.

Chinese Credit Rating Risks. The securities held by the Fund may be rated by Chinese ratings 
agencies (and not by U.S. nationally recognized statistical ratings organizations (“NRSROs”)). The 
rating criteria and methodology used by Chinese rating agencies may be different from those adopted 
by NRSROs and established international credit rating agencies. Therefore, such rating systems may 
not provide an equivalent standard for comparison with securities rated by NRSROs and international 
credit rating agencies.

PRC Dealer Risk. Currently, only a limited number of dealers are available to trade PRC 
securities with the Fund. As a result, Krane or a sub-adviser will have less fl exibility to choose 
among dealers on behalf of the Fund than is typically the case for investment advisers. If Krane or 
a sub-adviser is unable to use a particular dealer in the PRC, the operation of the Fund could be 
adversely affected. Further, the operation of the Fund may be adversely affected in case of any acts 
or omissions of the PRC dealer. Krane or a sub-adviser, in its selection of PRC dealers, will consider 
such factors as it deems necessary, but may be limited where only a small number of dealers, or 
one dealer, has access to a security sought for the Fund. There is also a risk that the Fund may suffer 
losses from the default, bankruptcy or disqualifi cation of the PRC dealers. In such event, the Fund 
may be adversely affected in the execution of any transaction.

Over-the-Counter Market Risk. Over-the-counter (“OTC”) markets, such as the CIBM Program 
and PRC inter-bank bond market, are subject to less governmental regulation and supervision of 
transactions than organized exchanges. In addition, many of the protections afforded to participants 
in some organized exchanges, , generally are not available in connection with transactions on OTC 
markets. Therefore, by entering into transactions on OTC markets, the Fund will be subject to the risk 
that its direct counterparty will not perform its obligations under the transaction and that one or more 
trades will fail, causing it to, for example, liquidate other investments at a disadvantageous time to 
meet redemption requests or face the diffi culties in meeting shareholder redemptions.

Additional Risks of RMB Bonds. Because restrictions continue to exist and capital therefore 
cannot fl ow freely into the RMB Bonds market, it is possible that in the event of a market disruption, 
the liquidity of the RMB Bonds market and trading prices of the RMB Bonds market could be more 
severely affected than the liquidity and trading prices of markets where securities are freely tradable 
and capital therefore fl ows more freely. The Fund cannot predict the nature or duration of such a 
market disruption or the impact that it may have on the RMB Bonds market and the short-term and 
long-term prospects of its investments in RMB Bonds.

The Chinese government has in the past taken actions that benefi tted holders of RMB Bonds. 
In the future, the Chinese government may be less likely to take action that would benefi t holders of 
RMB Bonds. In addition, there is no guarantee that, Krane or the sub-adviser, as applicable, and the 
Fund will obtain a PRC securities quota or, be able to obtain an additional PRC securities quota if 
the PRC securities quota is reduced or eliminated by SAFE at some point in the future. If the Fund is 
unable to obtain suffi cient exposure through a RQFII or QFII license or the CIBM Program, the Fund 
could seek exposure to securities that are primarily traded in the OTC market in countries outside of 
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the PRC, such as Hong Kong and Singapore, or bond securities issued in other jurisdictions. The Fund 
may also invest in ETFs that can obtain comparable exposures. If necessary, the Fund may suspend 
the sale of Creation Units. During the period that creations are suspended, Fund shares could trade 
at a signifi cant premium or discount to NAV and the Fund could experience substantial redemptions. 
In circumstances beyond the control of the Fund, the Fund may incur signifi cant losses due to limited 
investment capabilities, including based on changes to the CIBM Program, investment restrictions 
on RQFIIs or QFIIs, illiquidity of the Chinese securities markets, or delay or disruption in execution or 
settlement of trades. Should the PRC securities quota or the securities available for purchase through 
the CIBM Program be or become inadequate to meet the investment needs of the Fund, the Fund 
could be adversely affected.

Investments by the Fund in RMB Bonds may be subject to governmental pre-approval 
limitations on the quantity that the Fund may purchase and/or limits on the classes of securities in 
which the Fund may invest.

Tax Risk. Capital gains realized on the sale of PRC debt securities may be subject to tax in 
China; however, the precise method of calculating and collecting the tax for debt securities has not 
been determined. There is a risk that PRC tax authorities may seek to collect tax on capital gains 
realized on the sale of PRC debt securities on a retroactive basis without giving any prior warning. If 
such tax is collected, the tax liability will be payable by the Fund.

Currently, specifi c PRC tax rules governing the taxation of RQFIIs and QFIIs from the trading 
of PRC debt securities have yet to be announced. In this regard, the general principle of the PRC 
CIT Law may apply. Under the PRC CIT Law, a non-tax resident enterprise without a permanent 
establishment (PE) in the PRC is subject to CIT on a withholding basis, generally at a rate of 10%, 
to the extent it directly derives the PRC sourced passive income (such as capital gains and interest 
income). According to Circular 47 and Circular 394, assuming that the RQFIIs are not PRC tax 
resident enterprises and do not have a PE in the PRC, the RQFIIs are subject to PRC WHT at a rate 
of 10% (which may be reduced by applicable tax treaty) with respect to interest derived from RMB 
Bonds and dividends (if any).

Circular 47 and Circular 394 did not clarify the WHT treatment in respect of capital gains 
derived by non PRC resident enterprises (including RQFIIs and QFIIs) from the trading of PRC debt 
securities. Although Circular 79, issued in November 2014, clarifi es these rules in certain ways with 
respect to capital gains on equity securities, no further clarifi cation has been provided with respect 
to capital gains on debt securities. In the absence of specifi c PRC tax regulations, capital gains 
realized by RQFIIs and QFIIs on the sale of PRC debt securities should be subject to WHT at a rate of 
10% (which may be reduced by applicable tax treaty) in China pursuant to the general principle of 
the current PRC CIT Law. However, the precise method of calculating and collecting the tax has not 
been determined. Although the PRC tax bureaus have not actively enforced the collection of WHT on 
capital gains derived by RQFIIs and QFIIs, in practice there is a risk that PRC tax authorities may seek 
to collect WHT on capital gains realized by RQFIIs and QFIIs on the sale of PRC debt securities on a 
retroactive basis without giving any prior warning. If such WHT is collected, the WHT liability should be 
payable by the RQFII or QFII and would be passed on to and borne by the Fund.

In light of this uncertainty, the Fund reserves the right to establish a reserve in order to meet 
this potential WHT liability for capital gains realized on the sale of PRC debt securities, although it has 
not currently done so. If the Fund establishes such a reserve but is not ultimately subject to the tax, 



228

Additional Information About the Funds

shareholders who redeemed or sold their shares while the reserve was in place will effectively bear 
the tax and may not benefi t from the later release, if any, of the reserve. Conversely, if the Fund does 
not establish such a reserve but ultimately is subject to the tax, shareholders who redeemed or sold 
their shares prior to the tax being withheld, reserved or paid will have effectively avoided the tax, even 
if they benefi ted from the trading that precipitated the Fund’s payment of it. Investors should note 
that such provision, if any, may be excessive or inadequate to meet actual WHT liabilities (which could 
include interest and penalties) on the Fund’s investments. As a result, investors may be advantaged 
or disadvantaged depending on the fi nal rules of the relevant PRC tax authorities.

When the RQFIIs and QFIIs transfer RMB Bonds, PRC Stamp Duty is currently imposed on 
the seller but not on the purchaser, at a rate of 0.1% on the transacted value. In addition, under 
the current PRC BT Law, which came into effect on 1 January 2009, a taxpayer would be subject 
to PRC BT at a rate of 5% in respect of capital gains derived from the trading of RMB Bonds. 
However, Caishui [2005] 155 grants BT exemption to QFIIs in respect of their gains derived from the 
trading of RMB Bonds. The new BT Law, which came into effect on 1 January 2009, has not changed 
this exemption treatment at the time of this Prospectus. However, it is not clear whether a similar 
exemption would be extended to RQFIIs. Dividend income or profi t distributions on equity investment 
derived from China are not included in the taxable scope of BT.

In addition, urban maintenance and construction tax (currently at the rate ranging from 1% to 
7%), educational surcharges (currently at the rate of 3%) and local educational surcharges (currently 
at the rate of 2%) are imposed based on the business tax liabilities.

There is uncertainty as to the application and implementation of China’s value added tax to 
the activities of the Fund or a participant in the CIBM Program or QFII or RQFII licensee and how such 
application may be affected by tax treaty provisions. If such a tax is collected, the expense will be 
borne by the Fund. The imposition of such taxes, as well as future changes in applicable PRC tax law, 
may adversely affect the Fund. If the Fund expects VAT to be imposed, it reserves the right to establish 
a reserve for such tax, although it has not currently done so. If the Fund establishes such a reserve 
but is not ultimately subject to the tax, shareholders who redeemed or sold their shares while the 
reserve was in place will effectively bear the tax and may not benefi t from the later release, if any, of 
the reserve. Conversely, if the Fund does not establish such a reserve but ultimately is subject to the 
tax, shareholders who redeemed or sold their shares prior to the tax being withheld, reserved or paid 
will have effectively avoided the tax, even if they benefi ted from investments in the Fund.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry 
or group of industries, to the extent that the Underlying Index concentrates in a particular industry 
or group of industries, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries. Market conditions, interest rates, and economic, regulatory, or 
fi nancial developments could signifi cantly affect a single industry or a group of related industries, 
and the securities of companies in that industry or group of industries could react similarly to these 
or other developments.

Consumer Discretionary Sector Risk. Consumer discretionary products and services are 
non-essential products and services whose demand tends to increase as consumers’ disposable 
income increases, such as automobiles, apparel, electronics, home furnishings, and travel and 
leisure products and services. These companies may include, for example, publishers; catalog and 
internet retailers; department stores and specialty retailers including apparel, electronics, automotive, 
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and home furnishing stores; manufacturers of auto parts and accessories, tire and rubber, autos, 
motorcycles, and scooters; manufacturers of consumer electronic products, including TVs and DVD 
players; manufacturers of household appliances and home furnishings; residential construction 
companies; manufacturers of leisure products; manufacturers of apparel, accessories, footwear, 
textiles, and luxury goods; gaming facility, hotel, cruise and travel agency owners and operators; 
restaurants and caterers; companies providing educational, home security, legal, and personal 
services; advertising and public relations companies; and TV and cable companies. This sector can 
be signifi cantly affected by the performance of the overall economy, interest rates, competition, and 
consumer confi dence. Success can depend heavily on disposable household income and consumer 
spending. Changes in demographics and consumer tastes can also affect the demand for, and 
success of, consumer discretionary products. The prices of raw materials fl uctuate in response to a 
number of factors, including changes in government agricultural support programs, exchange rates, 
import and export controls, changes in international agricultural and trading policies and seasonal 
and weather conditions. Companies in the consumer discretionary sector may be subject to severe 
competition, which may also have an adverse impact on their profi tability.

Consumer Durables Sector Risk. Consumer durable products and services are typically non-essential 
products and services whose demand tends to increase as consumers’ disposable income increases, 
such as automobiles, apparel, electronics, home furnishings, and travel and leisure products and 
services. This sector can be signifi cantly affected by the performance of the overall economy, interest 
rates, competition, and consumer confi dence. Success can depend heavily on disposable household 
income and consumer spending. Changes in demographics and consumer tastes can also affect 
the demand for, and success of, consumer durable products. The prices of raw materials fl uctuate 
in response to a number of factors, including changes in government agricultural support programs, 
exchange rates, import and export controls, changes in international agricultural and trading policies 
and seasonal and weather conditions. Companies in the consumer durables sector may be subject 
to severe competition, which may also have an adverse impact on their profi tability. 

Consumer Staples Sector Risk. Companies in the consumer staples sector may be adversely 
affected by changes in the global economy, consumer spending, competition, demographics and 
consumer preferences and production spending. Companies in the consumer staples sector may 
also be affected by changes in global economic conditions, environmental and political events, 
the depletion of resources and government regulation. For example, government regulations may 
affect the permissibility of using various food additives and production methods of companies 
that make food products, which could affect company profi tability. In addition, tobacco companies 
may be adversely affected by the adoption of proposed legislation and/or by litigation. Companies 
in the consumer staples sector also may be subject to risks pertaining to the supply of, demand 
for and prices of raw materials. The prices of raw materials fl uctuate in response to a number of 
factors, including changes in government agricultural support programs, exchange rates, import and 
export controls, changes in international agricultural and trading policies and seasonal and weather 
conditions. Companies in the consumer staples sector may be subject to severe competition, which 
may also have an adverse impact on their profi tability.

Currency Risk. The Fund’s NAV is determined on the basis of U.S. dollars and, therefore, the Fund 
may lose value if a foreign currency to which the Fund is exposed depreciates against the U.S. dollar, 
even if the local currency value of the Fund’s holdings goes up. The Fund’s assets will be invested in 
the securities of foreign issuers and the income received by the Fund may be in foreign currencies. 
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The Fund will compute and expects to distribute its income in U.S. dollars, and the computation of 
income will be made on the date that the income is earned by the Fund at the foreign exchange rate 
in effect on that date. Any gain or loss attributable to fl uctuations in exchange rates between the 
time the Fund accrues income or gain and the time the Fund converts such income or gain from a 
foreign currency to the dollar is generally treated as ordinary income or loss. Therefore, if the value of 
a foreign currency increases relative to the U.S. dollar between the accrual of income and the time at 
which the Fund converts the foreign currency to U.S. dollars, the Fund will recognize ordinary income 
upon conversion. In such circumstances, if the Fund has insuffi cient cash in U.S. dollars to meet 
distribution requirements under the Internal Revenue Code of 1986, as amended (the “Code”), the 
Fund may be required to liquidate certain positions in order to make distributions. The liquidation of 
investments, if required, may also have an adverse impact on the Fund’s performance. Furthermore, 
the Fund may incur costs in connection with conversions between U.S. dollars and foreign currencies. 
Foreign exchange dealers realize a profi t based on the difference between the prices at which they 
are buying and selling various currencies. Thus, a dealer normally will offer to sell a foreign currency 
to the Fund at one rate, while offering a lesser rate of exchange should the Fund desire immediately 
to resell that currency to the dealer.

The Fund will conduct its foreign currency exchange transactions either on a spot (i.e., cash) basis 
at the spot rate prevailing in the foreign currency exchange market, or through forward, futures or 
options contracts to purchase or sell foreign currencies. The use of currency transactions could 
result in the Fund’s incurring losses as a result of the imposition of exchange controls, exchange rate 
regulation, suspension of settlements or the inability to deliver or receive a specifi ed currency. Delays 
in converting or transferring U.S. dollars to foreign currencies for the purpose of purchasing foreign 
securities could leave the Fund with uninvested cash, may hinder the Fund’s performance, since any 
delay could result in the Fund missing an investment opportunity and purchasing securities at a 
higher price than originally intended, and cause the Fund to incur cash drag. Delays in converting or 
transferring foreign currencies to U.S. dollars could also inhibit the Fund’s ability to meet shareholder 
redemptions or make distributions.

Depositary Receipts Risk. The Fund may invest in depositary receipts. Depositary receipts include 
American depositary receipts (“ADRs”), and, in addition to the risks involved with investing in foreign 
securities, carry additional risks. ADRs are U.S. dollar-denominated receipts representing shares of 
foreign-based corporations. ADRs are issued by U.S. banks or trust companies, and entitle the holder 
to all dividends and capital gains that are paid out on the underlying foreign shares. Investment in 
ADRs may be less liquid than the underlying shares in their primary trading market. “Sponsored” 
depositary receipts are established jointly by a depositary and the underlying issuer, whereas 
“unsponsored” depositary receipts may be established by a depositary without participation by 
the underlying issuer. Holders of an unsponsored depositary receipt generally bear all the costs 
associated with establishing the unsponsored depositary receipt. In addition, the issuers of the 
securities underlying unsponsored depositary receipts are not obligated to disclose material 
information in the United States and, therefore, there may be less information available regarding 
such issuers and there may not be a correlation between such information and the market value of 
the depositary receipts.

Depositary receipts may also be unregistered and unlisted, and may be purchased in the public 
markets or restricted securities that can be offered and sold only to “qualifi ed institutional buyers” 
under Rule 144A of the Securities Act of 1933, as amended (the “Securities Act”). If a particular 



231

Additional Information About the Funds

investment in such ADRs becomes illiquid, that investment will be included within the Fund’s 
limitation on investment in illiquid securities. Moreover, if adverse market conditions were to develop 
during the period between the Fund’s decision to sell these types of ADRs and the point at which the 
Fund is permitted or able to sell such security, the Fund might obtain a price less favorable than the 
price that prevailed when it decided to sell or may be unable to sell it at all.

Derivatives Risk. Derivatives are fi nancial instruments, such as swaps, futures, forwards, structured 
notes and options, whose values are based on the value of one or more reference assets, such as 
a security, asset, currency, interest rate or index. Derivatives involve risks different from, and possibly 
greater than, the risks associated with investing directly in securities and other more traditional 
investments. For example, derivatives involve the risk of mispricing or improper valuation and the 
risk that changes in the value of a derivative may not correlate perfectly with the reference asset(s). 
Derivative transactions can create investment leverage, may be highly volatile and the Fund could 
lose more than the amount it invests. Many derivative transactions are entered into “over-the-counter” 
(not on an exchange or contract market); as a result, the value of such a derivative transaction will 
depend on the ability and the willingness of the Fund’s counterparty to perform its obligations under 
the transaction. If a counterparty were to default on its obligations, the Fund’s contractual remedies 
against such counterparty may be subject to bankruptcy and insolvency laws, which could affect 
the Fund’s rights as a creditor (e.g., the Fund may not receive the net amount of payments that it 
is contractually entitled to receive). A liquid secondary market may not always exist for the Fund’s 
derivative positions at any time. If a derivative transaction is centrally cleared, it will be subject to 
the rules of the clearing exchange and subject to risks associated with the exchange. Derivatives 
can be illiquid and imperfectly correlate with the reference asset(s). Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund. It is possible 
that developments in the derivatives market, including ongoing or potential government regulation, 
could adversely affect the Fund’s ability to enter into new derivatives agreements, terminate existing 
derivative agreements or to realize amounts to be received under such instruments.

Counterparty Risk. Because many derivatives are an obligation of the counterparty rather 
than a direct investment in the reference asset, the Fund may suffer losses potentially equal to, 
or greater than, the full value of the derivative if the counterparty fails to perform its obligations 
under the derivative agreement as a result of bankruptcy or otherwise. Any loss would result in a 
reduction in the NAV of the Fund and will likely impair the Fund’s ability to achieve its investment 
objective. The counterparty risk associated with the Fund’s investments may be greater than other 
funds because there are only a limited number of counterparties that are willing and able to enter 
into certain derivatives, such as swaps on onshore Chinese securities. If there are only a few potential 
counterparties, the Fund, subject to applicable law, may enter into swap transactions with as few as 
one counterparty at any time.

Forward Currency Contracts Risk. A forward foreign currency contract involves a negotiated 
obligation to purchase or sell a specifi c currency at a future date (with or without delivery required), 
which may be any fi xed number of days from the date of the contract agreed upon by the parties, at a 
price set at the time of the contract. Forward foreign currency contracts are not traded on exchanges; 
rather, a bank or dealer will act as agent or as principal in order to make or take future delivery, 
exposing the Fund to counterparty risk
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Futures Risk. In addition to the above, risks associated with the use of futures contracts 
include the following: (i) an imperfect correlation between movements in prices of futures contracts 
and movements in the value of the reference asset(s) it is designed to simulate; and (ii) the 
possibility of an illiquid secondary market for a futures contract and the resulting inability to close a 
position prior to its maturity date. When the Fund purchases or sells a futures contract, it is subject 
to daily variation margin calls that could be substantial. If the Fund has insuffi cient cash to meet 
daily variation margin requirements, it might need to sell securities at a time when such sales are 
disadvantageous.

Leveraging Risk. The Fund’s investment in derivative instruments provide leveraged exposure. 
The Fund’s investment in these instruments generally requires a small investment relative to the 
amount of investment exposure assumed. As a result, such investments may give rise to losses that 
exceed the amount invested in those instruments. The use of derivatives may expose the Fund to 
potentially dramatic losses (or gains) in the value of a derivative or other fi nancial instrument and, 
thus, in the value the Fund’s portfolio. The cost of investing in such instruments generally increases 
as interest rates increase, which will lower the Fund’s return.

Swaps Risk. To the extent the Fund invests in swaps, it will be subject to the risk that the 
number of counterparties able to enter into swaps to provide exposure to a desired reference asset, 
such as onshore Chinese securities, may be limited. Swaps are of limited duration and there is no 
guarantee that swaps entered into with a counterparty will continue indefi nitely. Accordingly, the 
duration of a swap depends on, among other things, the ability of the Fund to renew the expiration 
period of the relevant swap at agreed upon terms.

The risks of investing in swaps on onshore Chinese securities are compounded by the fact that 
at present there are only a limited number of potential counterparties willing and able to enter into 
swap transactions linked to the performance of onshore Chinese securities. To the extent a potential 
swap counterparty’s access to onshore Chinese securities is reduced or eliminated due to actions 
by the Chinese government or as a result of transactions entered into by the counterparty with other 
investors, the counterparty’s ability to continue to enter into swaps or other derivative transactions 
with the Fund may be reduced or eliminated, which could have a material adverse effect on the Fund. 
In addition, under the current regulations regarding onshore Chinese securities quotas of QFIIs and 
RQFIIs administered by SAFE, QFIIs and RQFIIs are prohibited from transferring or selling their quotas 
to any third party. However, there is uncertainty over how this prohibition is implemented. Therefore, 
subject to interpretation by SAFE, QFIIs and RQFIIs may be limited or prohibited from providing 
the Fund access to onshore Chinese securities quotas by entering into swap or other derivative 
transactions, which, in turn, could adversely affect the Fund.

Emerging Markets Risk. Investments in developing or emerging markets issuers involve additional 
risks relating to political, economic, or regulatory conditions not associated with investments in 
U.S. securities and instruments. For example, developing and emerging markets may be subject to 
(i) greater market volatility, (ii) greater risk of asset seizures and capital controls, (iii) lower trading 
volume and liquidity, (iv) greater social, political and economic uncertainty, (v) governmental controls 
on foreign investments and limitations on repatriation of invested capital, (vi) lower disclosure, 
corporate governance, auditing and fi nancial reporting standards, (vii) fewer protections of property 
rights, (viii) restrictions on the transfer of securities or currency, and (ix) settlement and trading 
practices that differ from U.S. markets. Each of these factors may impact the ability of the Fund 
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to buy, sell or otherwise transfer securities, adversely affect the trading market and price for Fund 
shares, and cause the Fund to decline in value.

The economies of emerging markets, and China in particular, may be heavily reliant upon international 
trade and may suffer disproportionately if international trading declines or is disrupted.

Energy Sector Risk. The energy sector of an economy is typically cyclical and highly dependent 
on energy prices. The market value of companies in the energy sector are strongly affected by the 
levels and volatility of global energy prices, energy supply and demand, capital expenditures on 
exploration and production of energy sources, energy conservation efforts, exchange rates, interest 
rates, economic conditions, tax treatment, increased competition and technological advances, 
among other factors. Companies in this sector may be subject to substantial government regulation 
and interference, which may limit their earnings. A signifi cant portion of revenues of these companies 
typically depends on a relatively small number of customers, including governmental entities and 
utilities. As a result, governmental budget constraints may have a material adverse effect on the stock 
prices of companies in this sector. Energy companies also face a signifi cant risk of liability from 
accidents resulting in injury or loss of life or property, pollution or other environmental problems, 
equipment malfunctions or mishandling of materials and a risk of loss from terrorism, political strife 
and natural disasters. Any such event could have serious consequences for the general population of 
the area impacted and could have an adverse impact on the performance of the Fund.

Environmental Issuers Risk. Investments in issuers engaged in environmentally benefi cial services 
and products may be volatile, including due changes in economic conditions and government policy. 
Those companies may be highly dependent upon government subsidies, contracts with government 
entities, and the successful development of new and proprietary technologies. In addition, seasonal 
weather conditions, fl uctuations in supply of and demand for clean energy products, and international 
political events may cause fl uctuations in the performance of these issuers and the prices of their 
securities. Other countries, including the U.S., may take steps against Chinese companies engaged 
in environmentally benefi cial services and products, such as through the imposition of tariffs and 
anti-dumping duties. Even companies that are deemed to be involved in environmentally benefi cial 
services and products in China may not compare favorably with respect to their environmental 
practices and impact as issuers of other countries.

Equity Securities Risk. Equity securities are subject to volatile changes in value that may be 
attributable to market perception of a particular issuer or to general stock market fl uctuations that 
affect all issuers. Investments in equity securities may be more volatile than investments in other 
asset classes. In the event of liquidation, equity securities are generally subordinate in rank to debt 
and other securities of the same issuer.

ETF Risk. As an ETF, the Fund is subject to the following risks:

Authorized Participants Concentration Risk. The Fund has a limited number of fi nancial 
institutions that may act as Authorized Participants. To the extent they cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a signifi cant 
discount to net asset value and may face delisting from the Exchange.

International Closed Market Trading Risk. Because the Fund’s underlying securities trade on 
markets that may be closed when the Exchange is open, there are likely to be deviations between 
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current pricing of an underlying security and stale pricing, resulting in the Fund trading at a discount 
or premium to net asset value that may be greater than those incurred by other ETFs.

Premium/Discount Risk. The NAV of the Fund’s shares will generally fl uctuate with changes 
in the market value of the Fund’s securities holdings. The market prices of Fund shares will generally 
fl uctuate in accordance with changes in the Fund’s NAV and supply and demand of shares on the 
secondary market. It cannot be predicted whether Fund shares will trade below, at or above their 
NAV. As a result, shareholders of the Fund may pay more than NAV when purchasing shares and 
receive less than NAV when selling Fund shares. This risk is heightened in times of market volatility 
or periods of steep market declines. In such market conditions, market or stop-loss orders to sell the 
ETF shares may be executed at market prices that are signifi cantly below NAV. Price differences may 
be due, in part, to the fact that supply and demand forces at work in the secondary trading market 
for shares may be closely related to, but not identical to, the same forces infl uencing the prices of 
the securities of the Underlying Index trading individually. The market prices of Fund shares may 
deviate signifi cantly from the NAV of the shares during periods of market volatility or if the Fund’s 
holdings are or become more illiquid. Disruptions to creations and redemptions may result in trading 
prices that differ signifi cantly from the Fund’s NAV. In addition, market prices of Fund shares may 
deviate signifi cantly from the NAV if the number of Fund shares outstanding is smaller or if there is 
less active trading in Fund shares. Investors purchasing and selling Fund shares in the secondary 
market may not experience investment results consistent with those experienced by those creating 
and redeeming directly with the Fund.

Secondary Market Trading Risk. Investors buying or selling shares in the secondary market 
will normally pay brokerage commissions, which are often a fi xed amount and may be a signifi cant 
proportional cost for investors buying or selling relatively small amounts of shares. In addition, 
secondary market investors will incur the cost of the difference between the price that an investor 
is willing to pay for shares (the bid price) and the price at which an investor is willing to sell shares 
(the ask price). This difference in bid and ask prices is often referred to as the “spread” or “bid/ask 
spread.” The bid/ask spread varies over time for shares based on trading volume and market liquidity, 
and is generally lower if the Fund’s shares have more trading volume and market liquidity and higher 
if the Fund’s shares have little trading volume and market liquidity. Increased market volatility may 
cause increased bid/ask spreads.

Although Fund shares are listed for trading on the Exchange, there can be no assurance that 
an active trading market for such shares will develop or be maintained or that the Fund’s shares will 
continue to be listed. Trading in Fund shares may be halted due to market conditions or for reasons 
that, in the view of the Exchange, make trading in shares inadvisable. In addition, trading in shares 
is subject to trading halts caused by extraordinary market volatility pursuant to Exchange “circuit 
breaker” rules. There can be no assurance that the requirements of the Exchange necessary to 
maintain the listing of any Fund will continue to be met or will remain unchanged or that the shares 
will trade with any volume, or at all.

ETF Risk – Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only 
in large blocks called Creation Units and only to Authorized Participants. Unlike most other ETFs, 
however, the Fund expects to effect its creations and redemptions at least partially or fully for cash, 
rather than in-kind securities.
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Other ETFs generally are able to make in-kind redemptions and avoid realizing gains in connection 
with redemption requests. Effecting redemptions for cash may cause the Fund to sell portfolio 
securities in order to obtain the cash needed to distribute redemption proceeds. Such dispositions 
may occur at an inopportune time, resulting in potential losses to the Fund or diffi culties in meeting 
shareholder redemptions, and involve transaction costs. If the Fund recognizes gain on these sales, 
this generally will cause the Fund to recognize gain it might not otherwise have recognized if it were 
to distribute portfolio securities in-kind or to recognize such gain sooner than would otherwise have 
been required. The Fund generally intends to distribute these gains to shareholders to avoid being 
taxed on this gain at the Fund level and otherwise comply with the special tax rules that apply to 
it. This strategy may cause shareholders to be subject to tax on gains they would not otherwise be 
subject to, or at an earlier date than, if they had made an investment in another ETF.

In addition, cash transactions may have to be carried out over several days if the securities market in 
which the Fund is trading is less liquid and may involve considerable transaction expenses and taxes. 
These brokerage fees and taxes, which will be higher than if the Fund sold and redeemed its shares 
principally in-kind, may be passed on to purchasers and redeemers of Creation Units in the form of 
creation and redemption transaction fees. However, the Fund has capped the total fees that may be 
charged in connection with the redemption of Creation Units at 2% of the value of the Creation Units 
redeemed. To the extent transaction and other costs associated with a redemption exceed that cap, 
those transaction costs will be borne by the Fund’s remaining shareholders. These factors may result 
in wider spreads between the bid and the offered prices of the Fund’s shares than for other ETFs.

ETF Risk – New Fund Risk. The Fund is new and does not yet have a signifi cant number of shares 
outstanding. If the Fund does not grow in size, it will be at greater risk than larger funds of wider 
bid-ask spreads for its shares, trading at a greater premium or discount to NAV, liquidation and/or 
a trading halt.

ETF Risk – Small Fund Risk. The Fund is small and does not yet have a signifi cant number of shares 
outstanding. Small Funds are at greater risk than larger funds of wider bid-ask spreads for its shares, 
trading at a greater premium or discount to NAV, liquidation and/or a trading halt. The Fund also is 
subject to the continued listing standards of the Exchange, with which the Fund must comply in order 
to continue being listed on the Exchange. Among other requirements, the continued listing standards 
require a minimum number of shareholders.

Financials Sector Risk. Companies in the fi nancials sector may be subject to extensive government 
regulation that affects the scope of their activities, the prices they can charge and the amount of 
capital they must maintain. The profi tability of companies in the fi nancials sector may be adversely 
affected by increases in interest rates. The profi tability of companies in the fi nancials sector may 
be adversely affected by loan losses, which usually increase in economic downturns. In addition, 
the fi nancials sector in certain countries is undergoing numerous changes, including continuing 
consolidations, development of new products and structures and changes to its regulatory framework, 
which may have an impact on the issuers included in the Fund. Furthermore, increased government 
involvement in the fi nancials sector, including measures such as taking ownership positions in 
fi nancial institutions, could result in a dilution of the Fund’s investments in fi nancial institutions.
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Fixed Income Securities Risk. Investing in fi xed income securities subjects the Fund to the following 
risks:

Call Risk. If interest rates fall, it is possible that issuers of callable securities with high 
interest coupons will “call” (or prepay) their bonds before their maturity date. If an issuer exercised 
such a call during a period of declining interest rates, the Fund may have to replace such called 
security with a lower yielding security. If that were to happen, the Fund’s net investment income 
could fall.

Credit Risk. The Fund could lose money if the issuer of a fi xed income security is unable to 
meet its repayment obligations in a timely manner, or if negative perceptions of the issuer’s ability 
to make such payments cause the price of the bond to decline. Certain credit ratings agencies have 
recently downgraded various Chinese issuers and/or issued negative outlooks for them. Debt issued 
by Chinese provinces and municipalities and the majority of Chinese government-related enterprises 
is not guaranteed by the PRC government.

Income Risk. The Fund’s income may decline due to falling interest rates. During a period 
of falling interest rates, income risk is generally higher for short term bond funds, moderate for 
intermediate term bond funds and low for long term bond funds. Therefore, investors should expect 
a Fund’s income to fl uctuate accordingly.

Interest Rate Risk. Interest rate risk is the risk that the securities in the Fund’s portfolio 
will decline in value because of increases in market interest rates. Fixed income securities with 
longer durations tend to be more sensitive to changes in interest rates, usually making them more 
volatile than debt securities with shorter durations. Duration is a measure of a fi xed income security’s 
sensitivity to changes in interest rates. For every 1% change in interest rates, a bond’s price generally 
changes approximately 1% in the opposite direction for every year of duration. For example, if a 
portfolio of fi xed income securities has an average weighted duration of three years, its value can 
be expected to fall about 3% if interest rates rise by 1%. Conversely, the portfolio’s value can be 
expected to rise approximately 3% if interest rates fall by 1%. Unlike maturity, which considers only 
the date on which the fi nal repayment of principal will be made, duration takes account of interim 
payments made during the life of the security. Duration is typically not equal to maturity. Interest 
rates have recently been historically low but have recently increased and may continue to increase, 
potentially quickly and signifi cantly, thereby heightening the Fund’s exposure to the risks associated 
with rising rates.

Issuer Risk. There may be economic or political changes that impact the ability of issuers to 
repay principal and to make interest payments on securities. Changes to the fi nancial condition or 
credit rating of issuers may also adversely affect the value of the Fund’s securities.

Reinvestment Risk. The Fund’s performance may be adversely impacted when interest rates 
fall because the Fund must invest in lower-yielding bonds as bonds in its portfolio mature.

Subordinated Obligations Risk. Payments under some debt may be structurally subordinated 
to other existing and future liabilities and obligations of an issuer of debt. Claims of creditors of 
subordinated debt will have less priority as to the assets of the issuer and its creditors who seek 
to enforce the terms of the debt. Certain debt may not contain any restrictions on the ability of the 
issuers to incur additional unsecured indebtedness.
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U.S. Dollar-Denominated Foreign Debt Securities Risk. Foreign debt securities denominated 
in U.S. dollars may behave very differently from local currency-denominated debt securities, and 
there may be little to no correlation between the performance of the two. For example, changes to 
currency exchange rates may impact issuers of foreign debt securities denominated in U.S. dollars 
differently than issuers of local currency-denominated debt securities. Currency exchange rates can 
be very volatile and can change quickly and unpredictably, which may adversely affect the Fund. In 
addition, if the U.S. dollar increases in value against the local currency of a debt issuer, the issuer 
may be subject to a greater risk of default on their obligations (i.e., are unable to make scheduled 
interest or principal payments to investors).

Variable and Floating Rate Securities Risk. During periods of increasing interest rates, 
changes in the coupon rates of variable or fl oating rate securities may lag behind the changes in 
market rates or may have limits on the maximum increases in coupon rates. Alternatively, during 
periods of declining interest rates, the coupon rates on such securities will typically readjust 
downward resulting in a lower yield. Floating rate notes are generally subject to legal or contractual 
restrictions on resale, may trade frequently, and their value may be impaired when the Fund needs 
to liquidate such securities.

Frontier Markets Risk. Frontier market countries generally have smaller economies and less 
developed capital markets or legal, regulatory and political systems than traditional emerging 
market countries. As a result, the risks of investing in emerging market countries are magnifi ed in 
frontier market countries. The magnifi cation of risks are the result of (1) the potential for extreme 
price volatility and illiquidity in frontier markets; (2) government ownership or control of parts of the 
private sector or other protectionist measures; (3) large currency fl uctuations; (4) fewer companies 
and investment opportunities; or (5) inadequate investor protections and regulatory enforcement. In 
certain frontier and emerging markets, fraud and corruption may be more prevalent than in developed 
market countries. Investments that the Fund holds may be exposed to these risks, which could have 
a negative impact on their value. Additional risks of frontier market securities may include: greater 
political instability (including the risk of war or natural disaster); increased risk of nationalization, 
expropriation, or other confi scation of assets of issuers to which the Fund is exposed; increased risk 
of embargoes or economic sanctions on a country, sector or issuer; greater risk of default (by both 
government and private issuers); more substantial governmental involvement in the economy; less 
governmental supervision and regulation; differences in, or lack of, auditing and fi nancial reporting 
standards, which may result in unavailability of material information about issuers; less developed 
legal systems; inability to purchase and sell investments or otherwise settle security or derivative 
transactions (i.e., a market freeze); unavailability of currency hedging techniques; slower clearance 
and settlement; diffi culties in obtaining and/or enforcing legal judgments; and signifi cantly smaller 
market capitalizations of issuers.

Foreign Securities Risk. Investment in foreign securities may involve higher costs than investment in 
U.S. securities, including higher transaction and custody costs as well as the imposition of additional 
taxes by foreign governments. Foreign investments may also involve risks associated with currency 
exchange rates, less complete fi nancial information about the issuers, less market liquidity, more 
market volatility and political and economic instability. Future political and economic developments, 
the possible imposition of withholding taxes on dividend income, the possible seizure or nationalization 
of foreign holdings, the possible establishment of exchange controls or freezes on the convertibility 
of currency, or the adoption of other governmental restrictions might adversely affect an investment 
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in foreign securities. Additionally, foreign issuers, especially issuers in emerging markets, may be 
subject to less stringent regulation, and to different accounting, auditing, recordkeeping, fi nancial 
reporting, and investor protection requirements. Investments in foreign securities typically are less 
liquid than investments in U.S. securities. The value of foreign securities may change materially when 
the U.S. markets are not open for trading.

Income from securities of non-U.S. issuers, including gains on the sale of such securities, may be 
subject to foreign taxes. Even if the Fund qualifi es to pass these taxes through to shareholders, the 
ability to claim a credit for such taxes may be limited, particularly in the case of taxes on capital 
gains.

Foreign markets may have clearance and settlement procedures that make it diffi cult for the Fund to 
buy and sell securities. This could result in a loss to the Fund by causing the Fund to be unable to 
dispose of an investment or to miss an attractive investment opportunity, or by causing the Fund’s 
assets to be uninvested for some period of time, or cause the Fund to face delays or diffi culties in 
meeting shareholder redemptions.

From time to time, certain of the issuers of securities purchased by the Fund may operate in, or 
have dealings with, countries may become subject to sanctions or embargoes imposed by the U.S. 
Government and the United Nations and/or countries identifi ed by the U.S. Government as state 
sponsors of terrorism. A company may suffer damage to its reputation and value if it is identifi ed as 
such a company. Any Fund investment in such companies will be indirectly subject to those risks.

Geographic Focus Risk. The Fund’s investments are expected to be focused in a particular country, 
countries, or region to approximately the same degree as its Underlying Index and therefore the Fund 
will be susceptible to adverse market, political, regulatory, and geographic events affecting those 
regions. The Fund is less diversifi ed across countries or geographic regions and generally riskier than 
more geographically diversifi ed funds.

Germany Risk. Investment in German issuers subjects the Fund to legal, regulatory, political, currency, 
security, and economic risks specifi c to Germany. Recently, new concerns have emerged in relation to 
the economic health of the European Union. These concerns have led to downward pressure on the 
earnings of certain European issuers, including German fi nancial services companies. Secessionist 
movements, such as the Catalan movement in Spain, may have an adverse effect on the German 
economy. The German economy is dependent to a signifi cant extent on the economies of certain key 
trading partners, including the Netherlands, China, United States, United Kingdom, France, Italy and 
other European countries. Reduction in spending on German products and services, or changes in 
any of the economies may have an adverse impact on the German economy. Recent developments in 
relations between the United States and its trading partners have heightened concerns of increased 
tariffs and restrictions on trade between the countries. An increase in tariffs or trade restrictions, or 
even the threat of such developments, could lead to a signifi cant reduction in international trade, 
which could have a negative impact on Germany’s export industry and a commensurately negative 
impact on the Fund. In addition, heavy regulation of labor, energy and product markets in Germany 
may have an adverse impact on German issuers. Such regulations may negatively impact economic 
growth or cause prolonged periods of recession.

Healthcare Sector Risk. The profi tability of companies in the healthcare sector may be affected by 
extensive government regulation, restrictions on government reimbursement for medical expenses, 
rising or falling costs of medical products and services, pricing pressure, an increased emphasis on 
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outpatient services, a limited number of products, industry innovation, changes in technologies and 
other market developments. Healthcare companies are subject to competitive forces that may make 
it diffi cult to raise prices and, in fact, may result in price discounting.

Many healthcare companies are heavily dependent on patent protection and the actual or perceived 
safety and effi ciency of their products. Patents have a limited duration, and, upon expiration, other 
companies may market substantially similar (i.e., “generic”) products that are typically sold at a 
lower price than the patented product. The introduction of a generic product to the market can cause 
the original developer to lose market share and/or reduce the price of the product, resulting in 
lower profi ts for the original developer. As a result, the expiration of patents may adversely affect the 
profi tability of these companies.

In addition, because the products and services of many companies in the healthcare sector affect 
the health and well-being of many individuals, these companies are particularly susceptible to 
extensive litigation based on product liability and similar claims.

Many new products in the healthcare sector may be subject to regulatory approvals. The process 
of obtaining such approvals may be long and costly, which can result in increased development 
costs, delayed cost recovery and loss of competitive advantage to the extent that rival companies 
have developed competing products or procedures, adversely affecting the company’s revenues and 
profi tability. In other words, delays in the regulatory approval process may limit the opportunity for 
a company to profi t from a new product or to bring a new product to market, which could adversely 
affect a company’s business. Healthcare companies may also be strongly affected by scientifi c 
biotechnology or technological developments, and their products may quickly become obsolete. Also, 
many healthcare companies offer products and services that are subject to extensive governmental 
regulation and may be adversely affected by changes to governmental policies or laws, including 
cost control, national health insurance, incentives for compensation in the provision of healthcare 
services, tax incentives and penalties related to healthcare insurance premiums and promotion of 
prepaid healthcare plans.

Hedging Risk. The Fund’s hedging strategies may not be successful, and even if they are successful, 
the Fund’s exposure to RMB is not expected to be fully hedged at all times. Because the Fund’s 
currency hedges are reset on a monthly basis, positions held longer than one month will not be 
hedged as of the initial investment date and will only be hedged as of the most recent one-month 
forward reset date. Hedging Transactions may not perfectly offset actual fl uctuations in the exchange 
rate between RMB and the U.S. dollar, including because currency exchange rates are volatile. 
Additionally, if the RMB appreciates in value relative to the U.S. Dollar, the Fund’s returns will be 
lower than they would be if the Fund’s currency exposure were not hedged.

High Portfolio Turnover Risk. The Fund may incur high portfolio turnover rates. This may increase 
the Fund’s brokerage commission costs. The performance of the Fund could be negatively impacted 
by the increased brokerage commission costs incurred by the Fund. Rapid portfolio turnover also 
exposes shareholders to a higher current realization of short-term capital gains, distributions of which 
would generally be taxed to you as ordinary income and thus cause you to pay higher taxes.

High Yield and Unrated Securities Risk. Securities that are unrated or rated below investment grade 
(or “junk bonds”) are subject to greater risk of loss of income and principal (e.g., default) than rated 
securities, particularly highly rated securities. Junk bonds are inherently speculative. The prices of 
unrated and high yield securities are generally more sensitive to adverse economic changes and 
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individual issuer developments than highly rated securities. Also, the secondary market for such 
securities may be less liquid than the markets for rated and/or higher quality securities. As a result, 
during periods of economic uncertainty, their prices may be more volatile, which may cause the net 
asset value of the Fund to fl uctuate.

Hong Kong Risk. As part of Hong Kong’s transition from British to Chinese sovereignty in 1997, 
China agreed to allow Hong Kong to maintain a high degree of autonomy with regard to its political, 
legal and economic systems for a period of at least 50 years. China controls matters that relate to 
defense and foreign affairs. Under the agreement, China does not tax Hong Kong, does not limit the 
exchange of the Hong Kong dollar for foreign currencies and does not place restrictions on free trade 
in Hong Kong. However, there is no guarantee that China will continue to honor the agreement and 
China may change its policies regarding Hong Kong in the future. Any such change may adversely 
affect market conditions and the performance of the Chinese economy and, thus, the value of 
securities in the Fund’s portfolio. The economy of Hong Kong has few natural resources and any 
fl uctuation or shortage in the commodity markets could have a signifi cant adverse effect on the Hong 
Kong economy. Hong Kong is also heavily dependent on international trade and fi nance. Additionally, 
the continuation of current political, economic, legal and social policies of Hong Kong is dependent 
on and subject to the control of the Chinese government.

India Risk. Political and legal uncertainty, greater government control over the economy, currency 
fl uctuations or blockage, the risk of nationalization or expropriation of assets, internal civil unrest 
and external hostilities may result in higher potential for losses. The securities markets in India 
are relatively underdeveloped and may subject the Fund to higher transaction costs or greater 
uncertainty than investments in more developed securities markets. India has privatized or has 
begun a process of privatizing certain entities and industries. Privatized entities may lose money 
or be re-nationalized. India is heavily dependent upon trading with key partners. Any reduction in 
this trading may have an adverse impact on the Fund’s investments. India has experienced security 
concerns, which may cause uncertainty in Indian markets and may adversely affect its economy and 
the Fund’s investments. India may be subject to considerable degrees of economic, political and 
social instability. Natural disasters, such as tsunamis, fl ooding or droughts, could occur in India or 
surrounding areas and could negatively affect the Indian economy and, in turn, the Fund.

Indonesia Risk. Indonesia is subject to a considerable degree of economic, political and social 
instability. Indonesia has experienced currency devaluations, substantial rates of infl ation, 
widespread corruption and economic recessions. Indonesia is considered an emerging market, and 
its securities laws are unsettled. Judicial enforcement of contracts with foreign entities is inconsistent 
and, as a result of pervasive corruption, subject to the risk that cases will not be judged impartially. 
Indonesia has a history of political and military unrest and has recently experienced acts of terrorism 
that have targeted foreigners. Such acts of terrorism have had a negative impact on tourism, an 
important sector of the Indonesian economy. Additionally, Indonesia has faced violent separatist 
movements on the islands of Sumatra and Timor, as well as outbreaks of violence amongst religious 
and ethnic groups. Although the Indonesian government has recently revised policies intended to 
coerce cultural assimilation of ethnic minorities, a history of discrimination, offi cial persecution, and 
populist violence continues to heighten the risk of economic disruption in Indonesia due to ethnic 
tensions. In addition, the Indonesian economy is heavily dependent on trading relationships with 
certain key trading partners, including China, Japan, Singapore and the United States.
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Industrials Sector Risk. The industrials sector includes companies engaged in the manufacture and 
distribution of capital goods, such as those used in defense, construction and engineering, companies 
that manufacture and distribute electrical equipment and industrial machinery and those that provide 
commercial and transportation services and supplies. Companies in the industrials sector may be 
adversely affected by changes in government regulation, world events and economic conditions. In 
addition, companies in the industrials sector may be adversely affected by environmental damages, 
product liability claims and exchange rates. The success of these companies is affected by supply 
and demand both for their specifi c product or service and for industrial sector products in general. 
The products of manufacturing companies may face product obsolescence due to rapid technological 
developments and frequent new product introduction. In addition, the industrials sector may also be 
adversely affected by changes or trends in commodity prices, which may be unpredictable.

Information Technology Sector Risk. The value of stocks of technology companies and companies 
that rely heavily on technology is particularly vulnerable to rapid changes in technology product 
cycles, rapid product obsolescence, government regulation and competition, both domestically 
and internationally, including competition from competitors with lower production costs. Technology 
companies and companies that rely heavily on technology, especially those of smaller, less-seasoned 
companies, tend to be more volatile than the overall market. Technology companies are heavily 
dependent on patent and intellectual property rights, the loss or impairment of which may adversely 
affect profi tability. Additionally, companies in the technology sector may face dramatic and often 
unpredictable changes in growth rates and competition for the services of qualifi ed personnel.

Investment in Investment Companies Risk. The Fund may purchase shares of investment companies, 
such as ETFs, unit investment trusts, closed-end investment companies and foreign investment 
companies to gain exposure to particular component securities of the Underlying Index or when 
such investments present a more cost effi cient alternative to investing directly in securities. When the 
Fund invests in an investment company, in addition to directly bearing the expenses associated with 
its own operations, it will bear a pro rata portion of the underlying investment company’s expenses. 
An investor in the Fund may receive taxable gains as a result of an underlying fund’s portfolio 
transactions in addition to the taxable gains attributable to the Fund’s transactions in shares of 
the underlying fund. Further, in part because of these additional expenses, the performance of an 
investment company may differ from the performance the Fund would achieve if it invested directly in 
the underlying investments of the investment company. In addition, while the risks of owning shares 
of an investment company generally refl ect the risks of owning the underlying investments of the 
investment company, the Fund may be subject to additional or different risks than if the Fund had 
invested directly in the underlying investments. For example, shares of an ETF are traded at market 
prices, which may vary from the NAV of its underlying investments. Also, the lack of liquidity in an 
ETF can contribute to the increased volatility of its value in comparison to the value of the underlying 
portfolio securities. To the extent that the Fund invests in investment companies or other pooled 
investment vehicles that are not registered pursuant to the 1940 Act, it will not enjoy the protections 
of the 1940 Act. In addition, to the extent the Fund invests in other investment companies, including 
ETFs, sponsored, advised or otherwise serviced by Krane, its sub-adviser, as applicable, or their 
affi liates, they may be subject to confl icts of interest in allocating Fund assets, particularly if they are 
paid an advisory fee both by the Fund and the fund in which the Fund invests.

Large Capitalization Company Risk. Investments in large capitalization companies may go in and out 
of favor based on market and economic conditions and may underperform other market segments. 
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Some large capitalization companies may be unable to respond quickly to new competitive challenges 
and attain the high growth rate of successful smaller companies, especially during extended periods 
of economic expansion. As such, returns on investments in stocks of large capitalization companies 
could trail the returns on investments in stocks of small and mid capitalization companies.

Liquidity Risk. The Fund’s investments are subject to liquidity risk, which exists when an investment 
is or becomes diffi cult to purchase or sell at a reasonable price. If a transaction is particularly large 
or if the relevant market is or becomes illiquid, it may reduce the returns of the Fund because it 
may be unable to sell the illiquid securities at an advantageous time or price, which may cause the 
Fund to suffer signifi cant losses and diffi culties in meeting redemptions. This is especially true given 
the limited number of market participants in certain markets in which the Fund may invest. Market 
developments may cause the Fund’s investments to become less liquid and subject to erratic price 
movements, and may also cause the Fund to encounter diffi culties in timely honoring redemptions, 
especially if market events cause an increased incidence of shareholder redemptions. If a number 
of securities held by the Fund halt trading or become illiquid, such as due to an exchange’s limit 
up, limit down rules, it may have a cascading effect and cause the Fund to halt trading. Volatility in 
market prices will increase the risk of the Fund being subject to a trading halt.

Management Risk. To the extent the Fund does not replicate the Underlying Index, the Fund is 
subject to management risk. This is the risk that the Adviser’s or sub-adviser’s, as applicable, security 
selection or trading process, which is subject to a number of constraints, may not produce the 
intended results. Alternatively, to the extent the Adviser or sub-adviser, as applicable, determines 
to manage the Fund by replicating the Underlying Index, it is likely to experience higher portfolio 
turnover and brokerage costs, which erode performance.

Market Risk. The values of securities held by the Fund could decline generally or could underperform 
other investments. Market fl uctuations could be caused by such factors as economic and political 
developments, changes in interest rates and perceived trends in securities prices. Recent 
developments in relations between the United States and its trading partners have heightened 
concerns of increased tariffs and restrictions on trade between the two countries. An increase in 
tariffs or trade restrictions, or even the threat of such developments, could lead to a signifi cant 
reduction in international trade, which could have a negative impact on the world’s export industry 
and a commensurately negative impact on fi nancial markets. Different types of securities tend to go 
through cycles of outperformance and under-performance in comparison to the general securities 
markets. In addition, securities may decline in value due to factors affecting a specifi c issuer, market 
or securities markets generally. An investment in the Fund may lose money.

Turbulence in the fi nancial markets and reduced liquidity in equity, credit and fi xed-income markets 
may negatively affect issuers worldwide, which could have an adverse effect on the Fund. Following 
the fi nancial crisis that began in 2007, the Federal Reserve attempted to stabilize the U.S. economy 
and support the U.S. economic recovery by keeping the federal funds rate at or near zero percent. 
Interest rates have recently increased and there is a risk that interest rates will continue to rise, 
potentially quickly and signifi cantly, which may make investments in emerging markets less attractive. 
These policy changes may expose markets to heightened volatility and may reduce liquidity for 
certain Fund investments, causing the value of the Fund’s investments and share price to decline. 
To the extent that the Fund experiences high redemptions because of these governmental policy 
changes, the Fund may experience increased portfolio turnover, which will increase the costs that the 
Fund incurs and will lower the Fund’s performance.
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Materials Sector Risk. Companies in the materials sector may be adversely affected by commodity 
price volatility, exchange rates, import controls, increased competition, depletion of resources, 
technical progress, labor relations and government regulations, among other factors. Also, companies 
in the materials sector are at risk of liability for environmental damage and product liability claims. 
Production of materials may exceed demand as a result of market imbalances or economic 
downturns, leading to poor investment returns.

Non-Diversifi ed Fund Risk. Because the Fund is non-diversifi ed and may invest a greater portion 
of its assets in fewer issuers than can a diversifi ed fund, changes in the market value of a single 
portfolio holding could cause greater fl uctuations in the Fund’s share price than would occur in 
a diversifi ed fund. This may increase the Fund’s volatility and cause the performance of a single 
portfolio holding or a relatively small number of portfolio holdings to have a greater impact on the 
Fund’s performance.

Passive Investment Risk. The Fund is not actively managed. Therefore, unless a specifi c security 
is removed from the Underlying Index, the Fund generally would not sell a security because the 
security’s issuer was in fi nancial trouble. If a specifi c security is removed from the Underlying Index, 
the Fund may be forced to sell such security at an inopportune time or for a price other than the 
security’s current market value. It is anticipated that the value of Fund shares will decline, more or 
less, in correspondence with any decline in value of the Underlying Index. The Underlying Index may 
not contain the appropriate mix of securities for any particular economic cycle, and the timing of 
movements from one type of security to another in seeking to track the Underlying Index could have 
a negative effect on the Fund. However, the Fund’s investment objective and principal investment 
strategies impose limits on the Fund’s ability to invest in securities not included in the Underlying 
Index. Unlike an actively managed fund, the Fund does not use techniques or defensive strategies 
designed to lessen the effects of market volatility or to reduce the impact of periods of market 
decline. This means that, based on market and economic conditions, the Fund’s performance could 
be lower than other types of registered investment companies that may actively shift their portfolio 
assets to take advantage of market opportunities or to lessen the impact of a market decline. To 
the extent the Fund employs a representative sampling approach, it will hold a smaller number 
of securities than are in the Underlying Index. As a result, an adverse development to an issuer of 
securities that the Fund holds could result in a greater decline in NAV than would be the case if the 
Fund held more of the securities in the Underlying Index.

Pay-In-Kind and Step-Up Coupon Securities Risk. A pay-in-kind security pays no interest in cash 
to its holder during its life. Similarly, a step-up coupon security is a debt security that may not 
pay interest for a specifi ed period of time and then, after the initial period, may pay interest at a 
series of different rates. Accordingly, pay-in kind and step-up coupon securities will be subject to 
greater fl uctuations in market value in response to changing interest rates than debt obligations of 
comparable maturities that make current, periodic distribution of interest in cash.

Perpetual Bonds Risk. Perpetual bonds offer a fi xed return with no maturity date. Because they never 
mature, perpetual bonds can be more volatile than other types of bonds that have a maturity date 
and may be more sensitive to changes in interest rates. If market interest rates rise signifi cantly, the 
interest rate paid by a perpetual bond may be much lower than the prevailing interest rate. Perpetual 
bonds are also subject to credit risk with respect to the issuer. In addition, because perpetual bonds 
may be callable after a set period of time, there is the risk that the issuer may recall the bond.
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Privately-Issued Securities Risk. The Fund may invest in privately-issued securities, including 
those that are normally purchased pursuant to Rule 144A or Regulation S under the Securities 
Act. Privately-issued securities typically may be resold only to “qualifi ed institutional buyers,” in a 
privately negotiated transaction, to a limited number of purchasers or in limited quantities after they 
have been held for a specifi ed period of time and other conditions are met for an exemption from 
registration. Because there may be relatively few potential purchasers for such securities, especially 
under adverse market or economic conditions or in the event of adverse changes in the fi nancial 
condition of the issuer, the Fund may fi nd it more diffi cult to sell such securities when it may be 
advisable to do so or it may be able to sell such securities only at prices lower than if such securities 
were more widely held and traded. At times, it also may be more diffi cult to determine the fair value 
of such securities for purposes of computing the Fund’s NAV due to the absence of an active trading 
market. There can be no assurance that a privately-issued security that is deemed to be liquid when 
purchased will continue to be liquid for as long as it is held by the Fund, and its value may decline 
as a result or cause the Fund diffi culty in meeting shareholder redemptions.

Real Estate Sector Risk. The Fund may invest in securities within the real estate sector. Investments 
in real estate issuers may be volatile. Real estate securities are susceptible to the risks associated 
with direct ownership of real estate, including declines in the real estate market, decreases in property 
revenues, increases in interest rates, increases in property taxes and operating expenses, legal and 
regulatory changes, a lack of credit or capital, defaults by borrowers or tenants, environmental 
problems and natural disasters.

Russia Risk. Russia has experienced political and economic turbulence and endured decades 
of communist rule under which its citizens were collectivized into state agricultural and industrial 
enterprises. Since the collapse of the Soviet Union, Russia’s government has been faced with the 
task of stabilizing and modernizing its economy. Investors in Russia have experienced signifi cant 
losses due to expropriation, nationalization, confi scation of assets and property or the imposition of 
restrictions on foreign investments and repatriation of capital invested. There is no assurance that 
similar losses will not recur. The current government regime has become increasingly authoritarian, 
especially in its dealings with successful Russian companies. In this environment, there is always 
a risk that the government will abandon elements of a market economy and replace them with 
radically different political and economic policies that would be detrimental to the interests of foreign 
investors.

The Russian economy is heavily dependent upon the export of a range of commodities including 
industrial metals, forestry products, oil, and gas. Accordingly, it is strongly affected by international 
commodity prices and is particularly vulnerable to any weakening in global demand for these products. 
Foreign investors also face a high degree of currency risk when investing in Russian securities and 
a lack of available currency hedging instruments. In addition, Eastern European markets remain 
relatively underdeveloped and can be particularly sensitive to political and economic developments; 
adverse events in Eastern European countries may greatly impact the Russian economy.

Because of the recent formation of the Russian securities market as well as the underdeveloped state 
of the banking and telecommunications systems, settlement, clearing and registration of securities 
transactions are subject to signifi cant risks. There is no central registration system for shareholders 
and these services are carried out by the companies themselves or by registrars located throughout 
Russia. These registrars are not necessarily subject to effective state supervision nor are they licensed 
with any governmental entity and it is possible for the Fund to lose share registration through fraud or 
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negligence. In addition, while applicable Russian regulations impose liability on registrars for losses 
resulting from their errors, it may be diffi cult for the Fund to enforce any rights it may have against the 
registrar or issuer of the securities in the event of loss of share registration. Furthermore, signifi cant 
delays or problems may occur in registering the transfer of securities, which could cause the Fund to 
incur losses due to a counterparty’s failure to pay for securities the Fund has delivered or the Fund’s 
inability to complete its contractual obligations because of theft or other reasons.

Poor accounting standards, inept management, pervasive corruption, insider trading and crime, 
and inadequate regulatory protection all pose signifi cant risks, particularly to foreign investors. In 
addition, there is a risk that the Russian tax system will not be reformed to prevent inconsistent, 
retroactive and/or punitive taxation, or, in the alternative, a risk that a reformed tax system may 
result in inconsistent and unpredictable enforcement of the new tax laws. The Russian securities 
market is relatively new and a substantial proportion of securities transactions in Russia are privately 
negotiated outside the stock exchanges. The inexperience of the Russian securities market and the 
limited volume of trading in securities in the market may make obtaining accurate prices on portfolio 
securities from independent sources more diffi cult than in more developed markets. Additionally, 
little information is available to investors. As a result, it may be diffi cult to assess the value of an 
investment in Russian companies.

As a result of recent events, the United States and the European Union have imposed sanctions 
on certain Russian individuals and issuers. The United States and other nations or international 
organizations may impose additional, broader economic sanctions or take other actions that may 
adversely affect Russian-related issuers in the future. These sanctions, any future sanctions or other 
actions, or even the threat of further sanctions or other actions, may negatively affect the value 
and liquidity of the Fund’s investments. For example, the Fund may be prohibited from investing in 
securities issued by companies subject to such sanctions. In addition, the sanctions may require 
the Fund to freeze its existing investments in Russian companies, prohibiting the Fund from buying, 
selling or otherwise transacting in these investments. Russia may undertake countermeasures 
or retaliatory actions which may further impair the value and liquidity of the Fund’s portfolio and 
potentially disrupt its operations.

Sanctions Risk. From time to time, certain of the companies in which the Fund invests may 
operate in, or have dealings with, countries subject to sanctions or embargoes imposed by the U.S. 
Government and the United Nations and/or countries identifi ed by the U.S. Government as state 
sponsors of terrorism. A company may suffer damage to its reputation if it is identifi ed as a company 
which operates in, or has dealings with, countries subject to sanctions or embargoes imposed by 
the U.S. Government and the United Nations and/or countries identifi ed by the U.S. Government as 
state sponsors of terrorism. As an investor in such companies, the Fund will be indirectly subject to 
those risks.

Securities Lending Risk. The Fund may lend its portfolio securities to brokers, dealers and fi nancial 
institutions to seek income. There is a risk that a borrower may default on its obligations to return 
loaned securities. There is a risk that the assets of the Fund’s securities lending agent may be 
insuffi cient to satisfy any contractual indemnifi cation requirements to that Fund. Borrowers of the 
Fund’s securities typically provide collateral in the form of cash that is reinvested. The Fund will be 
responsible for the risks associated with the investment of cash collateral, including any collateral 
invested in a money market fund. The Fund may lose money on its investment of cash collateral 
or may fail to earn suffi cient income on its investment to meet obligations to the borrower. In 
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addition, delays may occur in the recovery of securities from borrowers, which could interfere with 
the Fund’s ability to vote proxies or to settle transactions and there is the risk of possible loss of 
rights in the collateral should the borrower fail fi nancially. Krane and a sub-adviser of the Fund, if 
any, are subject to potential confl icts of interest because the compensation paid to them increases 
in connection with any net income received by the Fund from a securities lending program.

Small- and Mid-Capitalization Company Risk. Investing in the securities of small- and 
mid-capitalization companies involves greater risk and the possibility of greater price volatility 
than investing in larger capitalization companies and more established companies. Since small- 
and medium-sized companies may have limited operating histories, product lines and fi nancial 
resources, the securities of these companies may lack suffi cient market liquidity and can be sensitive 
to expected changes in interest rates, borrowing costs and earnings. These companies’ securities may 
be more volatile and less liquid than those of more established companies, and they may be more 
sensitive to market conditions.

South America Risk. The economies and fi nancial sectors of certain emerging markets countries are 
affected by the economies of South American countries, some of which have experienced high interest 
rates, economic volatility, infl ation, currency devaluations, government defaults, high unemployment 
rates, and expropriation and/or nationalization of assets. In addition, commodities (such as oil, gas 
and minerals) represent a signifi cant percentage of the region’s exports and many economies in this 
region are particularly sensitive to fl uctuations in commodity prices. Adverse economic events in one 
country may have a signifi cant adverse effect on other countries in this region and on the fi nancial 
sectors of emerging markets countries.

South Korea Risk. The South Korean economy is heavily dependent on trading exports and on 
the economies of other Asian countries, especially China or Southeast Asia, and the United States 
as key trading partners. Distributions in trade activity, reductions in spending by these economies 
on South Korean products and services or negative changes in any of these economies may have 
an adverse impact on the South Korean economy. Furthermore, South Korea’s economy may be 
impacted by currency fl uctuations and increasing competition from Asia’s other low-cost emerging 
economies. Finally, South Korea’s economic growth potential has recently been on a decline due to, 
among other factors, a rapidly aging population and structural problems.

Substantial tensions with North Korea may cause further uncertainty in the political and economic 
climate of South Korea. North and South Korea each have substantial military capabilities, and 
historical tensions between the two present the ongoing risk of war. Any outbreak of hostilities 
between the two countries, or even the threat of an outbreak of hostilities, may have a severe adverse 
effect on the South Korean economy.

Sovereign and Quasi-Sovereign Debt Risk. Investments in sovereign and quasi-sovereign debt 
securities involve special risks, including the availability of suffi cient foreign exchange on the date 
a payment is due, the relative size of the debt service burden to the economy as a whole, and the 
government debtor’s policy towards the International Monetary Fund and the political constraints to 
which a government debtor may be subject. The governmental authority that controls the repayment of 
sovereign and quasi-sovereign debt may be unwilling or unable to repay the principal and/or interest 
when due in accordance with the terms of such securities due to the extent of its foreign reserves. If 
an issuer of sovereign or quasi-sovereign debt defaults on payments of principal and/or interest, the 
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Fund may have limited legal recourse against the issuer and/or guarantor. In certain cases, remedies 
must be pursued in the courts of the defaulting party itself, and the Fund’s ability to obtain recourse 
may be limited.

Certain issuers of sovereign and quasi-sovereign debt may be dependent on disbursements from 
foreign governments, multilateral agencies and others abroad to reduce principal and interest 
arrearages on their debt. Such disbursements may be conditioned upon a debtor’s implementation 
of economic reforms and/or economic performance and the timely service of such debtor’s 
obligations. A failure on the part of the debtor to implement such reforms, achieve such levels of 
economic performance or repay principal or interest when due may result in the cancellation of 
such third parties’ commitments to lend funds to the government debtor, which may impair the 
debtor’s ability to service its debts on a timely basis. As holders of government debt, the Fund 
may be requested to participate in the rescheduling of such debt and to extend further loans to 
government debtors. There can be no assurance that the securities in which the Fund will invest will 
not be subject to restructuring arrangements or to requests for additional credit. In addition, certain 
participants in the secondary market for such debt may be directly involved in negotiating the terms 
of these arrangements and may therefore have access to information not available to other market 
participants, such as the Fund.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income, distribution and asset diversifi cation requirements 
each year. With respect to the latter, the Fund generally may not acquire a security if, as a result of 
the acquisition, more than 50% of the value of the Fund’s assets would be invested in (a) issuers in 
which the Fund has, in each case, invested more than 5% of the Fund’s assets and (b) issuers more 
than 10% of whose outstanding voting securities are owned by the Fund. If the Fund were to fail to 
qualify as a regulated investment company, it would be taxed in the same manner as an ordinary 
corporation, and distributions to its shareholders would not be deductible by the Fund in computing 
its taxable income, which would adversely affect its performance.

In order to qualify for the favorable tax treatment generally available to regulated investment 
companies and avoid Fund-level taxes, the Fund must also satisfy certain distribution requirements. 
Capital controls and currency controls may affect the Fund’s ability to meet the applicable 
distribution requirements. If the Fund fails to satisfy the distribution requirement necessary to qualify 
for treatment as a regulated investment company for any taxable year, the Fund would be treated as 
a corporation subject to U.S. federal income tax, thereby subjecting any income earned by the Fund 
to tax at the corporate level. If the Fund fails to satisfy a separate distribution requirement, it will be 
subject to a Fund-level excise tax. These Fund-level taxes will apply in addition to taxes payable at 
the shareholder level on distributions.

To the extent the Fund does not distribute to shareholders all of its investment company taxable 
income and net capital gain in a given year, it will be required to pay U.S. federal income tax on the 
retained income and gains, thereby reducing the Fund’s return. The Fund may elect to treat its net 
capital gain as having been distributed to shareholders. In that case, shareholders of record on the 
last day of the Fund’s taxable year will be required to include their attributable share of the retained 
gain in income for the year as a long-term capital gain despite not actually receiving the dividend, 
and will be entitled to a tax credit or refund for the tax deemed paid on their behalf by the Fund as 
well as an increase in the basis of their shares to refl ect the difference between their attributable 
share of the gain and the related credit or refund.
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Investments in swaps and other derivatives may be subject to special U.S. federal income tax rules 
that could adversely affect the character, timing and amount of income earned by the Fund (e.g., 
by causing amounts that would be capital gain to be taxed as ordinary income or to be taken into 
income earlier than would otherwise be necessary). Also, the Fund may be required to periodically 
adjust its positions in its swaps and derivatives to comply with certain regulatory requirements which 
may further cause these investments to be less effi cient than a direct investment in the securities 
themselves. For example, swaps in which the Fund may invest may need to be reset on a regular 
basis in order to maintain compliance with the 1940 Act, which may increase the likelihood that the 
Fund will generate short-term capital gains. In addition, because the application of these special 
rules may be uncertain, it is possible that the manner in which they are applied by the Fund may 
be determined to be incorrect. In that event, the Fund may be found to have failed to maintain its 
qualifi cation as a RIC or to be subject to additional U.S. tax liability. Moreover, the Fund may make 
investments, both directly and through swaps or other derivative positions, in companies classifi ed 
as passive foreign investment companies for U.S. federal income tax purposes (“PFICs”). Investments 
in PFICs are subject to special tax rules which may result in adverse tax consequences to the Fund 
and its shareholders.

Technology Sector Risk. Technology companies face intense competition, both domestically and 
internationally, which may have an adverse effect on profi t margins. Technology companies may 
have limited product lines, markets, fi nancial resources or personnel. The products of technology 
companies may face obsolescence due to rapid technological developments and frequent new 
product introduction, unpredictable changes in growth rates and competition for the services of 
qualifi ed personnel. Companies in the technology sector are heavily dependent on patent and 
intellectual property rights. The loss or impairment of these rights may adversely affect the profi tability 
of these companies. This sector can be signifi cantly affected by the performance of the overall 
economy, interest rates, competition, and consumer confi dence.

Telecommunications Sector Risk. The value of stocks of telecommunications companies 
and companies that rely heavily on technology is particularly vulnerable to rapid changes in 
telecommunications product cycles, rapid product obsolescence, government regulation and 
competition, both domestically and internationally, including competition from competitors with lower 
production costs. Telecommunications companies and companies that rely heavily on technology, 
especially those of smaller, less-seasoned companies, tend to be more volatile than the overall 
market. Telecommunications companies are heavily dependent on patent and intellectual property 
rights, the loss or impairment of which may adversely affect profi tability. Additionally, companies in 
the telecommunications sector may face dramatic and often unpredictable changes in growth rates 
and competition for the services of qualifi ed personnel.

Tracking Error Risk. Tracking error refers to the risk that the Fund’s performance may not match 
or correlate to that of its Underlying Index, either on a daily or aggregate basis. Tracking error may 
cause the Fund’s performance to be less than expected. There are a number of factors that may 
contribute to the Fund’s tracking error, such as Fund expenses, imperfect correlation between the 
Fund’s investments and those of the Underlying Index, the use of representative sampling strategy, 
if applicable, asset valuation differences, tax considerations, the unavailability of securities in the 
Underlying Index from time to time, holding cash and cash equivalents, and other liquidity constraints. 
In addition, securities included in the Underlying Index may be suspended from trading. To the extent 
the Fund calculates its NAV based on fair value prices and the value of the Underlying Index is based 
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on securities’ closing prices on local foreign markets, the Fund’s ability to track the Underlying Index 
may be adversely affected. Mathematical compounding may prevent the Fund from correlating with the 
monthly, quarterly, annual or other period performance of its Underlying Index. In addition, the Fund 
may not invest in certain securities and other instruments included in the Underlying Index, or invest in 
them in the exact proportions they represent of the Underlying Index, including due to legal restrictions 
or limitations imposed by a foreign government or a lack of liquidity in certain securities. Moreover, 
the Fund may be delayed in purchasing or selling securities and other instruments included in the 
Underlying Index. Any issues the Fund encounters with regard to currency convertibility (including the 
cost of borrowing funds, if any) and repatriation may also increase the Fund’s tracking error.

Utilities Sector Risk. Companies in the utilities industry may have diffi culty obtaining an adequate 
return on invested capital, raising capital, and fi nancing large construction programs during periods of 
infl ation or unsettled capital markets; face restrictions on operations and increased cost and delays 
attributable to environmental considerations and regulation; fi nd that existing plants, equipment or 
products have been rendered obsolete by technological innovations; and be subject to increased 
costs because of the scarcity of certain fuels or the effects of man-made disasters. Deregulation 
is subjecting utility companies to greater competition and may adversely affect profi tability. As 
deregulation allows utility companies to diversify outside of their original geographic regions and 
their traditional lines of business, utility companies may engage in riskier ventures. Government 
regulators monitor and control utility operations, revenues and costs, and therefore may limit utility 
profi ts. Regulatory authorities may also restrict utility companies’ access to new markets, thereby 
diminishing these companies’ long-term prospects. Energy conservation and changes in climate 
policy may have a signifi cant adverse impact on the revenues and expenses of utility companies.

Valuation Risk. Financial information about the Fund’s portfolio holdings may not always be reliable, 
which may make it diffi cult to obtain a current price for the securities held by the Fund. Independent 
market quotations for such securities may not be readily available and securities may be fair valued. 
The value established for a security through fair valuation may be different from what would be 
produced if the security had been valued using market quotations. Fund securities that are valued 
using techniques other than market quotations, including “fair valued” securities, may be subject to 
greater fl uctuations in their value from one day to the next. Fair values are inherently subjective and 
different funds may assign different fair values to the same security. Because securities in which the 
Fund invests may trade on days when the Fund does not price its shares, the value of the securities 
in the Fund’s portfolio may change on days when shareholders will not be able to purchase or sell 
the Fund’s shares.
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Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) is a registered investment adviser located at 1270 
Avenue of the Americas, 22nd Floor, New York, New York 10020 and serves as investment adviser of 
each Fund. Krane has served as the investment adviser of each Fund since its inception.

Under the Investment Advisory Agreement between the Trust and Krane, Krane is responsible 
for reviewing, supervising and administering each Fund’s investment program and the general 
management and administration of the Trust. In this regard, among other things, Krane arranges 
for transfer agency, custody, fund administration and accounting, and other non-distribution related 
services necessary for each Fund to operate. Krane may engage a subadviser to assist it in managing 
a Fund’s investments, but will be responsible for overseeing any subadvisers. Krane manages each 
Fund’s business affairs, provides offi ce facilities and equipment and certain clerical, bookkeeping 
and administrative services, and permits its offi cers and employees to serve as offi cers or Trustees 
of the Trust. Under the Investment Advisory Agreement, Krane bears all of its own costs associated 
with providing advisory services to the Funds. In addition, Krane has contractually agreed to pay all 
operating expenses of each Fund, except (i) interest and taxes (including, but not limited to, income, 
excise, transaction, transfer and withholding taxes); (ii) expenses of the Fund incurred with respect 
to the acquisition and disposition of portfolio securities and the execution of portfolio transactions, 
including brokerage commissions and short sale dividend or interest expense; (iii) expenses incurred 
in connection with any distribution plan adopted by the Trust in compliance with Rule 12b-1 under 
the 1940 Act, including distribution fees; (iv) Acquired Fund Fees and Expenses; (v) litigation 
expenses; (vi) the compensation payable to the Adviser under the investment advisory agreement; 
(vii) compensation and expenses of the Independent Trustees (including any Trustees’ counsel fees); 
and (viii) any expenses determined to be extraordinary expenses by the Board. Nevertheless, there 
exists a risk that a Trust service provider will seek recourse against the Trust if is not timely paid by 
Krane for the fees and expenses for which it is responsible, which could materially adversely affect 
a Fund.

Under the Investment Advisory Agreement, each Fund pays Krane the fee shown in the table below 
(in addition to the securities lending compensation Krane receives under the Agreement discussed 
below), which is calculated daily and paid monthly, at an annual rate based on a percentage of the 
average daily net assets of the Fund.

KraneShares Bloomberg Barclays China Aggregate Bond Index ETF  . . . . . . . . . . . . . . . . . . . . . . 0.68%
KraneShares Bosera MSCI China A Share ETF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.78%
KraneShares CCBS China Corporate High Yield Bond USD Index ETF . . . . . . . . . . . . . . . . . . . . . 0.68%
KraneShares CSI China Internet ETF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.68%
KraneShares E Fund China Commercial Paper ETF  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.68%
KraneShares Electric Vehicles and Future Mobility Index ETF  . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.68%
KraneShares Emerging Markets Consumer Technology Index ETF . . . . . . . . . . . . . . . . . . . . . . . . 0.78%
KraneShares Emerging Markets Healthcare Index ETF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.78%
KraneShares MSCI All China Consumer Discretionary Index ETF . . . . . . . . . . . . . . . . . . . . . . . . . 0.78%
KraneShares MSCI All China Consumer Staples Index ETF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.78%
KraneShares MSCI All China Health Care Index ETF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.78%
KraneShares MSCI China A Inclusion Hedged Index ETF  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.78%
KraneShares MSCI All China Index ETF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.68%
KraneShares MSCI China Environment Index ETF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.78%
KraneShares MSCI One Belt One Road Index ETF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.78%
KraneShares Zacks New China ETF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.68%
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The Investment Advisory Agreement has been approved by the Board of Trustees and shareholders 
of each Fund (in this regard, Krane as the sole initial shareholder of the applicable Funds approved 
various matters and agreements, including the Investment Advisory Agreement for each Fund prior 
to its public offering).

For the fi scal year or period ended March 31, 2018, the Adviser received the fees (in addition to 
the securities lending compensation Krane receives under the Agreement discussed below), as a 
percentage of average daily net assets in each operational Fund, as set forth below:

KraneShares Bosera MSCI China A Share ETF* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.58%
KraneShares CSI China Internet ETF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.68%
KraneShares E Fund China Commercial Paper ETF**  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.56%
KraneShares Electric Vehicles and Future Mobility Index ETF  . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.68%
KraneShares Emerging Markets Consumer Technology Index ETF . . . . . . . . . . . . . . . . . . . . . . . . 0.78%
KraneShares MSCI All China Index ETF 

(formerly, KraneShares FTSE Emerging Markets Plus ETF)*** . . . . . . . . . . . . . . . . . . . . . . . . 0.59%
KraneShares MSCI All China Health Care Index ETF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.78%
KraneShares MSCI China Environment Index ETF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.78%
KraneShares MSCI One Belt One Road Index ETF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.78%
KraneShares Zacks New China ETF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.68%

* Krane has contractually agreed to reduce its management fee for the KraneShares Bosera MSCI China 
A Share ETF by 0.20% of the Fund’s average daily net assets until October 4, 2019. This contractual fee 
waiver will continue until October 4, 2019, and may only be terminated prior thereto by the Board. In 
addition, the Fee Waiver Agreement will terminate if the Investment Advisory Agreement for the Fund is 
terminated.

** Krane has contractually agreed to reduce its management fee by 0.12% of the Fund’s average daily 
net assets. This contractual fee waiver will continue in effect through October 4, 2019, and may only be 
terminated prior thereto by the Board. In addition, the Fee Waiver Agreement will terminate if the investment 
advisory agreement is terminated with such termination effective upon the effective date of the Investment 
Advisory Agreement’s termination.

*** Krane has contractually agreed to reduce its management fees in an amount equal to any Acquired Fund 
Fees and Expenses incurred by the Fund from its investments in the KraneShares Bosera MSCI China A 
Share ETF. This contractual fee waiver will continue until October 4, 2019, and may only be terminated 
prior thereto by the Board. In addition, the Fee Waiver Agreement will terminate if the Investment Advisory 
Agreement for the Fund is terminated.

In addition to the above-described services, to the extent a Fund engages in securities lending, 
Krane will: (i) determine which securities are available for loan and notify the securities lending 
agent for the Fund (the “Agent”), (ii) monitor the Agent’s activities to ensure that securities loans are 
effected in accordance with Krane’s instructions and in accordance with applicable procedures and 
guidelines adopted by the Board, (iii) make recommendations to the Board regarding the Fund’s 
participation in securities lending; (iv) prepare appropriate periodic reports for, and seek appropriate 
periodic approvals from, the Board with respect to securities lending activities, (v) respond to Agent 
inquiries concerning Agent’s activities, and (vi) such other related duties as Krane deems necessary 
or appropriate.

Under the agreement, while the fees and expenses related to a Fund’s securities lending-related 
activities reduce the revenues and income of the Fund from such activities, they are not fees and 
expenses for which Krane is responsible. Further, as compensation for the services provided by 
Krane in connection with any securities lending-related activities, each Fund pays Krane 10% of the 
monthly investment income received from the investment of cash collateral and loan fees received 
from borrowers in respect of securities loans (net of any amounts paid to the custodian and/or 
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securities lending agent or rebated to borrowers). For the fi scal year ended March 31, 2018, Krane 
received revenue from the KraneShares CSI China Internet ETF, the only Fund to engage in securities 
lending during the prior fi scal year, related to the Fund’s securities lending activities in the amount of 
$24,248, which amount to less than 0.01% for the fi scal year, but would increase in the future if the 
Fund’s securities lending program grows in size and remains in effect.

A discussion regarding the basis for the Board’s approval of the investment advisory agreement 
with Krane with respect to the KraneShares Bosera MSCI China A Share ETF, KraneShares CSI China 
Internet ETF, KraneShares E Fund China Commercial Paper ETF, KraneShares MSCI All China Index 
ETF (formerly, KraneShares FTSE Emerging Markets Plus ETF), KraneShares MSCI One Belt One Road 
Index ETF and KraneShares Zacks New China ETF is available in the Fund’s Semi-Annual Report to 
Shareholders dated September 30, 2017.

A discussion regarding the basis for the Board’s approval of the investment advisory agreement 
with Krane with respect to the KraneShares Emerging Markets Consumer Technology Index ETF, 
KraneShares MSCI China Environment Index ETF, KraneShares Electric Vehicles and Future Mobility 
Index ETF and KraneShares MSCI All China Health Care Index ETF is available in the Fund’s Annual 
Report to Shareholders dated March 31, 2018.

Because each of the KraneShares Bloomberg Barclays China Aggregate Bond Index ETF, KraneShares 
CCBS China Corporate High Yield Bond USD Index ETF, KraneShares Emerging Markets Healthcare 
Index ETF, KraneShares MSCI All China Consumer Discretionary Index ETF, KraneShares MSCI All 
China Consumer Staples Index ETF and KraneShares MSCI China A Inclusion Hedged Index ETF had 
not commenced operations prior to the end of the fi scal year ended March 31, 2018, Krane did not 
receive any advisory fees or fees from securities lending activities from those Funds during the prior 
fi scal year. A discussion regarding the basis for the Board’s approval of each such Fund’s investment 
advisory agreement with Krane will be available in each Fund’s fi rst Annual or Semi-Annual Report 
to Shareholders. Krane, as the sole shareholder of each Fund, has approved or will approve the 
Investment Advisory Agreement for the Fund and various other matters and agreements for the Fund.

China International Capital Corporation (USA) Holdings Inc., a wholly-owned, indirect subsidiary 
of China International Capital Corporation Limited owns a majority stake in Krane. As of March 31, 
2018 Central Huijin Investment Limited, a mainland Chinese-domiciled entity, held approximately 
55.7% of the shares of China International Capital Corporation Limited. Central Huijin Investment 
Limited is a wholly-owned subsidiary of China Investment Corporation, which is a mainland Chinese 
sovereign wealth fund. KFA One Holdings, LLC, located at 1270 Avenue of the Americas, 22nd Floor, 
New York, NY 10020, holds the remaining equity interests in Krane and Jonathan Krane, through his 
equity interests in KFA One Holdings, LLC, benefi cially owns more than 10% of the equity interests 
in Krane.

Krane has received “manager of managers” exemptive relief from the SEC that permits Krane, 
subject to the approval of the Board of Trustees, to appoint a “wholly-owned” or unaffi liated 
sub-adviser, as defi ned in the exemptive relief, or to change the terms of a sub-advisory agreement 
with a “wholly-owned” or unaffi liated sub-adviser without fi rst obtaining shareholder approval. 
The exemptive order further permits Krane to add or to change a “wholly-owned” or unaffi liated 
sub-adviser or to change the fees paid to such parties from time to time without the expense and 
delays associated with obtaining shareholder approval of the change and to disclose sub-advisers’ 
fees only in the aggregate in its registration statement. Any increase in the aggregate advisory 
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fee paid by any Fund remains subject to shareholder approval. Krane continues to have ultimate 
responsibility (subject to oversight by the Board of Trustees) to oversee the sub-advisers and 
recommend their hiring, termination, and replacement. The Fund will notify shareholders of any 
change of a Fund sub-adviser.

Investment Sub-Adviser (to KraneShares Bosera MSCI China A Share ETF)

Bosera Asset Management (International) Co., Ltd. (“Bosera”) serves as Sub-Adviser to the 
KraneShares Bosera MSCI China A Share ETF. Bosera is a Hong Kong limited liability company. 
Bosera’s offi ces are located at Suite 4109, Jardine House, One Connaught Place, Central, Hong Kong.

Bosera, a registered investment adviser with the SEC, is a wholly-owned subsidiary of Bosera 
Asset Management Company Limited, one of the largest fund management companies in China. 
Headquartered in Shenzhen, Bosera Asset Management Company Limited was established in 
1998, among the fi rst fund houses in China. As of June 30, 2018, the Bosera group managed more 
than $ 161.91 billion (including Bosera Asset Management Co., Ltd., Bosera Asset Management 
(International) Co., Ltd. and Bosera Capital Management Co., Ltd.) in assets for clients in Asia, 
Europe and North America. With more than  180 investment professionals in China, the Bosera 
group seeks to offer expertise and on-the-ground insight into China, servicing and advising 
institutional and retail investors globally, including sovereign wealth funds, central banks and 
national pensions. The Bosera group also has strong experience in managing several index funds 
and ETFs in China.

A discussion regarding the basis for the Board’s approval of KraneShares Bosera MSCI China A Share 
ETF’s investment sub-advisory agreement with Bosera is available in the Fund’s Semi-Annual Report 
to Shareholders dated September 30, 2017.

Investment Sub-Adviser (to KraneShares CCBS China Corporate High Yield Bond USD Index ETF)

CCB Securities Ltd. (“CCBS”), located at 18/F CCB Centre, 18 Wang Chiu Road, Kowloon Bay, 
Kowloon, Hong Kong, serves as the sub-adviser of KraneShares CCBS China Corporate High Yield 
Bond USD Index ETF. CCBS Securities Ltd. is responsible for the day-to-day investment management 
of the Fund, subject to the supervision of Krane and the Board of Trustees. For the services it provides 
to the Fund, Krane pays CCBS a fee equal to 50% of net revenue earned by Krane from the Fund. For 
these purposes, net revenue is defi ned as gross revenue less gross fund-related expenses (including 
any waiver by Krane of its compensation under the investment advisory agreement and any payments 
or reimbursements by Krane of the Fund’s expenses).

A discussion regarding the basis for the Board’s approval of the investment sub-advisory agreement 
with CCBS Securities Ltd. will be available in the Fund’s fi rst Annual or Semi-Annual Report to 
Shareholders.

CCBS, a recently registered investment adviser with the SEC, is a wholly-owned subsidiary of China 
Construction Bank (Asia) Corporation Limited, a Hong Kong corporation. CCBS was established in 
2000 and is principally engaged in the provision of investment advisory services to corporations, 
pooled investment vehicles, institutions and individual investors. As of June 30, 2018, CCBS had 
approximately $10,000,000 in assets under management.
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Investment Sub-Adviser (to KraneShares Bloomberg Barclays China Aggregate Bond Index ETF 

and KraneShares E Fund China Commercial Paper ETF)

E Fund, located at Suite 3501-02 35F, Two International Finance Center, 8 Finance Street, Central, 
Hong Kong serves as the sub-adviser of KraneShares Bloomberg Barclays China Aggregate Bond 
Index ETF and KraneShares E Fund China Commercial Paper ETF. E Fund is responsible for the 
day-to-day investment management of each Fund, subject to the supervision of Krane and the Board 
of Trustees. For the services it provides to each Fund, Krane pays E Fund a fee equal to 50% of net 
revenue earned by Krane from the Fund. For these purposes, net revenue is defi ned as gross revenue 
(except for any securities lending compensation Krane may receive) less gross fund-related expenses 
(including any waiver by Krane of its compensation under the investment advisory agreement and 
any payments or reimbursements by Krane of the Fund’s expenses).

A discussion regarding the basis for the Board’s approval of KraneShares E Fund China Commercial 
Paper ETF’s investment sub-advisory agreement with E Fund is available in the Fund’s Semi-Annual 
Report to Shareholders dated September 30, 2017.

A discussion regarding the basis for the Board’s approval of the investment sub-advisory agreement 
with E Fund will be available in the KraneShares Bloomberg Barclays China Aggregate Bond Index 
ETF’s fi rst Annual or Semi-Annual Report to Shareholders.

E Fund was established in 2008 and is principally engaged in the provision of investment advisory 
services to corporations, institutions and individual investors. E Fund is a wholly owned subsidiary of 
E Fund Management, Co., Limited (“EFMC”). EFMC, established in 2001, is licensed with the China 
Securities Regulatory Commission (“CSRC”) in China as a fund manager. As of June 30, 2018, EFMC 
had approximately $205 billion in assets under management, making it one of the largest asset 
managers in China.

Portfolio Managers

KraneShares CSI China Internet ETF, KraneShares Electric Vehicles and Future Mobility Index ETF, 

KraneShares Emerging Markets Consumer Technology Index ETF, KraneShares Emerging Markets 

Healthcare Index ETF, KraneShares MSCI All China Consumer Discretionary Index ETF, KraneShares 

MSCI All China Consumer Staples Index ETF, KraneShares MSCI All China Health Care Index ETF, 

KraneShares MSCI China A Inclusion Hedged Index ETF, KraneShares MSCI All China Index ETF, 

KraneShares MSCI China Environment Index ETF, KraneShares MSCI One Belt One Road Index 

ETF, and KraneShares Zacks New China ETF

Mark Schlarbaum, Managing Partner of Krane, has served as the lead portfolio manager of each 
Fund since December 2015 (in the case of KraneShares CSI China Internet ETF, KraneShares 
MSCI All China Index ETF, and KraneShares Zacks New China ETF) or since inception (in the case 
of KraneShares Electric Vehicles and Future Mobility Index ETF, KraneShares Emerging Markets 
Consumer Technology Index ETF, KraneShares Emerging Markets Healthcare Index ETF, KraneShares 
MSCI All China Consumer Discretionary Index ETF, KraneShares MSCI All China Consumer Staples 
Index ETF, KraneShares MSCI All China Healthcare Index ETF, KraneShares MSCI China A Inclusion 
Hedged Index ETF, KraneShares MSCI China Environment Index ETF and KraneShares MSCI One Belt 
One Road Index ETF) and will continue to serve as the lead portfolio manager for each Fund. He 
joined Krane in 2015 and has over 25 years of experience in the investment management industry. 
Previously, he was Vice President Senior Equity Trader at T. Rowe Price (1997–2003); Co-Founder of 
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Schlarbaum Capital Management (2002–2006); Partner- Head Equity Trader/Portfolio Manager at 
Global Capital Management (2007–2009); Managing Director, lead portfolio manager for small cap 
SMA strategies and co-portfolio manager for all-cap SMA strategies at Palliser Bay Investment, LLC 
(2009–2014); and Partner at Trident Distribution Partners (2014–2015). Mr. Schlarbaum graduated 
with a bachelor’s degree in psychology and economics from Purdue University.

Jonathan Shelon, Managing Partner and Chief Operating Offi cer at Krane, also serves as a portfolio 
manager of each Fund and supports Mr. Schlarbaum and Krane’s investment team with respect 
to each Fund. Mr. Shelon has been a portfolio manager of each Fund since August 2018 (in the 
case of KraneShares CSI China Internet ETF, KraneShares Electric Vehicles and Future Mobility Index 
ETF, KraneShares Emerging Markets Consumer Technology Index ETF, KraneShares MSCI All China 
Healthcare Index ETF, KraneShares MSCI All China Index ETF, KraneShares MSCI China Environment 
Index ETF, KraneShares MSCI One Belt One Road Index ETF and KraneShares Zacks New China ETF) 
or since inception (in the case of KraneShares Emerging Markets Healthcare Index ETF, KraneShares 
MSCI All China Consumer Discretionary Index ETF, KraneShares MSCI All China Consumer Staples 
Index ETF and KraneShares MSCI China A Inclusion Hedged Index ETF,). Mr. Shelon joined Krane in 
2015 as a Managing Partner. Mr. Shelon has spent the majority of his career managing investment 
portfolios and diverse teams at leading asset management organizations. Most recently, he was 
the Chief Investment Offi cer of a 40-person global Specialized Strategies Team at J.P. Morgan with 
$40 billion AUM. Prior to joining J.P. Morgan, Mr. Shelon spent ten years as a portfolio manager at 
Fidelity Investments where he was responsible for the investment performance, process and evolution 
of their target-date strategies for retirement savings, college savings and income generation.

Additional information about the Portfolio Managers’ compensation, other accounts managed by 
the Portfolio Managers and the Portfolio Managers’ ownership of Fund shares is available in the SAI.

KraneShares Bosera MSCI China A Share ETF

Mrs. Qiong Wan, Fund Manager at Bosera, is responsible for managing the Fund. Mrs. Wan has more 
than ten years of work experience in the fi nancial services industry. In that time, she has worked in 
various capacities ranging from accounting to fund management. Mrs. Wan joined Bosera in March 
2011 as a fund manager assistant on the Index & Quant Team. From December 2013 to June 2015, 
she served as a backup fund manager of the Bosera FTSE China A50 Index ETF, domiciled in Hong 
Kong, and from June 2015 to May 2016, she served as a fund manager on the Index & Quant 
Team. Mrs. Wan graduated with a Bachelor of Business Administration from China’s Central South 
University in June 2004 and earned a Master of Science in Quantitative Economics from Central 
South University in May 2009.

Additional information about the Portfolio Manager’s compensation, other accounts managed by 
the Portfolio Manager and the Portfolio Manager’s ownership of Fund shares is available in the SAI.

KraneShares CCBS China Corporate High Yield Bond USD Index ETF

Yan, Ka Lok “Nelson”, Executive Director of CCBS and principal offi cer for its asset management 
business, has had primary responsibility for trading the Fund’s portfolio securities since inception. 
He has more than 14 years of experience in the investment management industry. Prior to joining 
CCBS, he was the Director and Chief Investment Offi cer at Changjiang Asset Management (HK) 
Ltd. He has also worked at Mayfair Pacifi c Financial Group, Sinocap Investment Management and 
Special Fine Investment and Management covering portfolios comprised of RQFII investments, fi xed 
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income, equity and private equity securities. He holds a Master of Science degree in Finance from 
the University of Michigan and a Postgraduate Diploma in Economics from the University of London. 
He is also a holder of a Financial Risk Manager (FRM) certifi cation.

Additional information about the Portfolio Manager’s compensation, other accounts managed by 
the Portfolio Manager, and the Portfolio Manager’s ownership of Fund shares is available in the SAI.

KraneShares Bloomberg Barclays China Aggregate Bond Index ETF and KraneShares E Fund China 

Commercial Paper ETF

Ms. Xiaochen Wang and Messrs. Guangdong Qi and Ethan Chan, CFA are responsible for managing 
the KraneShares Bloomberg Barclays China Aggregate Bond Index ETF and KraneShares E Fund 
China Commercial Paper ETF. Ms. Wang is currently a fund manager and Head of the “Fixed Income 
Department Mutual Fund Center” at E Fund. Ms. Wang has worked at E Fund since 2003. She 
holds a master’s degree in Financial Engineering from Renmin University of China and received her 
B.S. degree in Finance from Shanghai Fudan University.

Mr. Qi is currently a fund manager and responsible offi cer (RO) of E Fund. Mr. Qi has worked at 
E Fund since 2014 and managed fund portfolios for 4 years. He holds a master’s degree in Financial 
Engineering from Shanghai University of Finance and Economics and a B.S. in Physics from Shanghai 
Fudan University.

Mr. Ethan Chan is currently a portfolio manager of QFII and RQFII funds, including Hong Kong-based 
RQFII ETFs, at E Fund. Mr. Chan has worked at E Fund since 2012. From 2010-2012, Mr. Chan was a 
private investor. Mr. Chan is a CFA charterholder and graduated with a degree in Financial Engineering 
from the Chinese University of Hong Kong.

Ms. Wang and Mr. Qi have served as the portfolio managers of the KraneShares E Fund China 
Commercial Paper ETF since the Fund’s inception in 2014 and Mr. Chan has served in that role 
since 2016. In addition, they have also served as the Portfolio Managers for KraneShares Bloomberg 
Barclays China Aggregate Bond Index ETF since its inception.

Additional information about the Portfolio Managers’ compensation, other accounts managed by the 
Portfolio Managers, and the Portfolio Managers’ ownership of Fund shares is available in the SAI.

Other Service Providers

SEI Investments Global Funds Services (“Administrator”) serves as administrator for the Fund. The 
Administrator provides necessary administrative and accounting services for the maintenance and 
operations of the Trust and the Fund, and makes available the offi ce space, equipment, personnel 
and facilities required to provide such services.

SEI Investments Distribution Co. (“Distributor”), an affi liate of the Administrator, serves as the 
Fund’s distributor. Shares in less than Creation Units are not distributed by the Distributor, and the 
Distributor does not maintain a secondary market in the shares of the Fund.

Brown Brothers Harriman & Co. (“BBH”) serves as custodian and transfer agent for the Fund. BBH 
maintains in separate accounts cash, securities and other assets of the Fund, keeps all necessary 
accounts and records, and provides other services.

China Construction Bank Corporation serves as the KraneShares E Fund China Commercial Paper ETF’s 
local custodian in the People’s Republic of China (“PRC Custodian”). The majority of PRC securities 
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held by the Fund are held in mainland China through an account with the China Interbank Bond 
Market (“CIBM”). Other PRC securities are dealt and held in book-entry form through the China 
Securities Depository and Clearing Corporation Limited (“CSDCC”), China Central Depository and 
Clearing Corporation Limited (“CCDCC”) and/or Shanghai Clearing House (“SCH”). In either case, 
PRC securities purchased by E Fund in its capacity as the Fund’s RQFII or QFII, through the Stock 
Connect Programs or through the CIBM may be received in a securities account maintained by the 
PRC Custodian in the joint names of the PRC Custodian, E Fund and the Fund.

PRC securities purchased by Krane or a sub-adviser in their capacity as RQFII or QFII are received in 
a securities account maintained by the PRC Custodian in the joint names of the Funds and Krane 
or the sub-adviser, as applicable. Pursuant to a sub-custodian agreement and a supplementary 
control agreement, the Funds are or would be recognized as the benefi cial owner, and control the 
disposition, of assets in the account, even though, pursuant to Chinese law and regulations, the RQFII 
or QFII holder (in addition to the Funds) is the legal owner of the account.
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Calculating NAV

Each Fund calculates its NAV by:

 • Taking the current market value of its total assets

 • Subtracting any liabilities and withholdings (if any)

 • Dividing that amount by the total number of shares owned by the shareholders

Each Fund normally calculates NAV as of the regularly scheduled close of normal trading on each 
day that the NYSE is scheduled to be open for business (a ‘‘Business Day’’) (normally, 4:00 p.m., 
Eastern time). Any assets or liabilities denominated in currencies other than the U.S. dollar are 
converted into U.S. dollars at the current market rates on the date of valuation as quoted by one or 
more sources.

In calculating the values of each Fund’s portfolio securities, securities listed on a securities exchange, 
market or automated quotation system for which quotations are readily available (except for securities 
traded on NASDAQ), including securities traded over the counter, are valued at the last reported sale 
price on the primary exchange or market (foreign or domestic) on which they are traded (or at the 
time as of which the Fund’s NAV is calculated if a security’s exchange is normally open at that time). 
If there is no such reported sale, such securities are valued at the most recently reported bid price. 
For securities traded on NASDAQ, the NASDAQ Offi cial Closing Price will be used. If available, debt 
securities are priced based upon valuations provided by independent, third-party pricing agents. Such 
values generally refl ect the last reported sales price if the security is actively traded. The third-party 
pricing agents may also value debt securities at an evaluated bid price by employing methodologies 
that utilize actual market transactions, broker-supplied valuations, or other methodologies designed 
to identify the market value for such securities. Debt obligations with remaining maturities of sixty 
days or less may be valued at their amortized cost, which approximates market value. The prices 
for foreign securities are reported in local currency and converted to U.S. dollars using currency 
exchange rates. The value of a swap contract is equal to the obligation (or rights) under the swap 
contract, which will generally be equal to the net amounts to be paid or received under the contract 
based upon the relative values of the positions held by each party to the contract as determined by 
the applicable independent, third party pricing agent. Exchange-traded options are valued at the last 
reported sales price on the exchange on which they are listed. If there is no such reported sale on 
the valuation date, long positions are valued at the most recent bid price, and short positions are 
valued at the most recent ask price. Futures are valued at the settlement price established by the 
board of trade on which they are traded. Foreign currency forward contracts are valued at the current 
day’s interpolated foreign exchange rate, as calculated using the current day’s spot rate and the 30-, 
60-, 90- and 180-day forward rates provided by an Independent Pricing Agent. The exchange rates 
used for valuation are captured as of the close of the London Stock Exchange each day normally 
at 4:00 p.m. Greenwich Mean Time. Prices for most securities held by a Fund are provided daily by 
independent pricing agents. If a security price cannot be obtained from an independent, third-party 
pricing agent, the Fund seeks to obtain bid and ask prices from two broker-dealers who make a 
market in the portfolio instrument and determines the average of the two.

Investments in open-end investment companies that do not trade on an exchange are valued at the 
end of day NAV per share. Investments in open-end investment companies that trade on an exchange 
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are valued at the last reported sale price or offi cial closing price as of the close of the customary 
trading session on the exchange where the security is principally traded. If there is no such reported 
sale, such securities are valued at the most recently reported bid price.

Securities for which market prices are not ‘‘readily available,’’ or are not deemed to refl ect current 
market values, or are debt securities where no evaluated price is available from the Trust’s third-party 
pricing agents pursuant to established methodologies, are fair valued in accordance with the Trust’s 
valuation policies and procedures approved by the Board of Trustees. Some of the more common 
reasons that may necessitate that a security be valued using ‘‘fair value’’ pricing may include, but are 
not limited to: the security’s trading has been halted or suspended; the security’s primary trading 
market is temporarily closed; or the security has not been traded for an extended period of time. A 
Fund may fair value certain of the foreign securities held by the Fund each day the Fund calculates 
its NAV.

In addition, a Fund may fair value its securities if an event that may materially affect the value of the 
Fund’s securities that trade outside of the United States (a ‘‘Signifi cant Event’’) has occurred between 
the time of the security’s last close and the time that the Fund calculates its NAV. A Signifi cant 
Event may relate to a single issuer or to an entire market sector, country or region. Events that may 
be Signifi cant Events may include: government actions, natural disasters, armed confl ict, acts of 
terrorism and signifi cant market fl uctuations. If Krane becomes aware of a Signifi cant Event that has 
occurred with respect to a portfolio instrument or group of portfolio instruments after the closing of 
the exchange or market on which the portfolio instrument or portfolio instruments principally trade, 
but before the time at which a Fund calculates its NAV, it will notify the Administrator and may request 
that an ad hoc meeting of the Fair Valuation Committee be called.

With respect to trade-halted securities, the Trust typically will fair value a trade-halted security by 
adjusting the security’s last market close price by the security’s sector performance, as measured by a 
predetermined index, unless Krane recommends and the Trust’s Fair Valuation Committee determines 
to make additional adjustments. Certain foreign securities exchanges have mechanisms in place that 
confi ne one day’s price movement in an individual security to a pre-determined price range based 
on that day’s opening price (‘‘Collared Securities’’). Fair value determinations for Collared Securities 
will generally be capped by Krane based on any applicable pre-determined ‘‘limit down’’ or ‘‘limit up’’ 
prices established by the relevant foreign securities exchange. As an example, China A-Shares can 
only be plus or minus ten percent in one day of trading in the relevant mainland China equity market. 
As a result, the fair value price determination on a given day will generally be capped plus or minus 
ten percent.

Fair value pricing involves subjective judgments and it is possible that a fair value determination for 
a security is materially different than the value that could actually be realized upon the sale of the 
security or that another fund that uses market quotations or its own fair value procedures to price the 
same securities. In addition, fair value pricing could result in a difference between the prices used 
to calculate a Fund’s NAV and the prices used by the Underlying Index. This may adversely affect a 
Fund’s ability to track the Underlying Index.

Trading in securities on many foreign exchanges is normally completed before the close of business 
on each Business Day. In addition, securities trading in a particular country or countries may not 
take place on each Business Day or may take place on days that are not Business Days. Changes 
in valuations on certain securities may occur at times or on days on which a Fund’s NAV is not 
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calculated and on which Fund shares do not trade and sales and redemptions of shares do not 
occur. As a result, the value of a Fund’s portfolio securities and the net asset value of its shares may 
change on days when you will not be able to purchase or sell your shares.

Buying and Selling Fund Shares

Shares of a Fund may be purchased or redeemed directly from the Fund only in Creation Units 
or multiples thereof. Only a broker-dealer (“Authorized Participant”) that enters into an Authorized 
Participant Agreement with the Fund’s distributor, SEI Investments Distribution Co. (the “Distributor”), 
may engage in creation and redemption transactions directly with the Fund. Purchases and 
redemptions directly with a Fund must follow the Fund’s procedures, and are subject to transaction 
fees, which are described in the SAI. The transaction fee will not exceed 2.00% of the value of the 
Creation Units purchased or redeemed, which is used to compensate the Fund for any difference 
for the expenses incurred by it in connection with the purchase or redemption order. Orders for such 
transactions may be rejected or delayed if they are not submitted in good order and subject to the 
other conditions set forth in this prospectus and the SAI.

Purchases and redemptions of Creation Units will take place in-kind and/or for cash at the discretion 
of each Fund. The determination of whether purchases and redemptions of Creation Units will be 
for cash or in-kind depends primarily on the regulatory requirements and settlement mechanisms 
relevant to a Fund’s portfolio holdings and a Fund is not limited to engaging in in-kind transactions 
to any particular market circumstances. As further described in the SAI, Creation Units typically are 
issued on a two Business Days (“T+2”) basis after a purchase order has been received in good order 
and the transfer of good title to the Fund of any in-kind securities and/or cash required to purchase 
a Creation Unit have been completed (subject to certain exceptions). Similarly, and also as further 
described in the SAI, deliveries of redemption proceeds by a Fund generally will be made on a T+2 
basis after a redemption order has been received in good order and the requisite number of Fund 
shares have been delivered (subject to certain exceptions). Each Fund reserves the right to settle 
Creation Unit transactions on a basis other than T+2 in order to, among other matters, accommodate 
non-U.S. market holiday schedules, closures and settlement cycles, to account for different treatment 
among non-U.S. and U.S. markets of dividend record dates and ex-dividend dates (i.e., the last day 
the holder of a security can sell the security and still receive dividends payable on the security) and 
in certain other circumstances. The Funds have received exemptive relief to delay such settlement 
for up to 14 days from the date an order has been submitted in good order and the requisite cash 
and/or assets delivered to the relevant Fund to accommodate foreign holidays, as further described 
in the SAI, and otherwise may delay redemptions up to 7 days or longer as permitted by applicable 
law, regulations and interpretations such as where unusual market conditions affect the NYSE or an 
emergency exists which makes it impracticable for the a Fund to dispose of or value securities it owns 
or the Fund has received an SEC order.

Each Fund intends to comply with the U.S. federal securities laws in accepting securities for deposit 
and satisfying redemptions with redemption securities by, among other means, assuring that any 
securities accepted for deposit and any securities used to satisfy redemption requests will be 
sold in transactions that would be exempt from registration under the Securities Act. Further, an 
Authorized Participant that is not a “qualifi ed institutional buyer,” as such term is defi ned under 
Rule 144A of the Securities Act, will not be able to receive restricted securities eligible for resale 
under Rule 144A.
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Once created, shares are listed on the Exchange and trade in the secondary market. When you buy 
or sell a Fund’s shares in the secondary market, you will pay or receive the market price. Shares can 
be bought and sold throughout the trading day like other publicly traded securities. Most investors 
will buy and sell shares through a broker and, thus, will incur customary brokerage commissions and 
charges when buying or selling shares.

The secondary markets are closed on weekends and also are generally closed on the following 
holidays: New Year’s Day, Martin Luther King, Jr. Day, Presidents’ Day, Good Friday, Memorial Day 
(observed), Independence Day, Labor Day, Columbus Day, Veterans’ Day, Thanksgiving Day, and 
Christmas Day.

For more information on how to buy and sell shares of a Fund, call 1.855.857.2638 or visit 
www.kraneshares.com.

Share Trading Prices

The trading prices of a Fund’s shares listed on its Exchange may differ from the Fund’s daily NAV and 
can be affected by market forces of supply and demand, economic conditions and other factors. 
Each applicable Exchange intends to disseminate the approximate value of the portfolio underlying 
a share of the Funds every fi fteen seconds. This approximate value should not be viewed as a 
“real-time” update of the NAV of a Fund because the approximate value may not be calculated 
in the same manner as the NAV, which is computed once a day. The Funds are not involved in, or 
responsible for, the calculation or dissemination of such values and make no warranty as to their 
accuracy.

Premium/Discount Information

Information showing the number of days the market price of each Fund’s shares was greater than the 
Fund’s NAV per share (i.e., at a premium) and the number of days it was less than the Fund’s NAV 
per share (i.e., at a discount) for various time periods is available by visiting the Fund’s website at 
www.kraneshares.com. The premium and discount information contained on the website represents 
past performance and cannot be used to predict future results.

Portfolio Holdings Information

A description of the Funds’ policies and procedures with respect to the disclosure of Fund portfolio 
securities is available in the Funds’ Statement of Additional Information (“SAI”). The holdings of a 
Fund can be found on the Funds’ website at www.kraneshares.com.

Active Investors and Market Timing

The Trust’s Board of Trustees has determined not to adopt policies and procedures designed to 
prevent or monitor for frequent purchases and redemptions of each Fund’s shares because each 
Fund sells and redeems its shares at NAV only in Creation Units pursuant to the terms of an 
Authorized Participant Agreement between the Authorized Participant and the Distributor, and such 
direct trading between the Fund and Authorized Participants is critical to ensuring that the Fund’s 
shares trade at or close to NAV. Further, the vast majority of trading in Fund shares occurs on the 
secondary market, which does not involve a Fund directly and therefore does not cause the Fund to 
experience many of the harmful effects of market timing, such as dilution and disruption of portfolio 
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management. In addition, each Fund imposes a transaction fee on Creation Unit transactions, which 
is designed to offset transfer and other transaction costs incurred by the Fund in connection with 
the issuance and redemption of Creation Units and may employ fair valuation pricing to minimize 
potential dilution from market timing Each Fund reserves the right to reject any purchase order at 
any time and reserves the right to impose restrictions on disruptive, excessive, or short-term trading.

Investments by Registered Investment Companies

Section 12(d)(1) of the 1940 Act restricts investments by investment companies in the securities of 
other investment companies, including shares of each Fund. Registered investment companies are 
permitted to invest in each Fund beyond the limits set forth in Section 12(d)(1) subject to certain 
terms and conditions set forth in an SEC exemptive order issued to the Trust, including that such 
investment companies enter into an agreement with the Fund.

Continuous Offering

The method by which Creation Units of Fund shares are created and traded may raise certain issues 
under applicable securities laws. Because new Creation Units of shares are issued and sold by each 
Fund on an ongoing basis, a “distribution,” as such term is used in the Securities Act, may occur at 
any point. Broker-dealers and other persons are cautioned that some activities on their part may, 
depending on the circumstances, result in their being deemed participants in a distribution in a 
manner which could render them statutory underwriters and subject them to the prospectus delivery 
requirement and liability provisions of the Securities Act.

For example, a broker-dealer fi rm or its client may be deemed a statutory underwriter if it takes 
Creation Units after placing an order with the Distributor, breaks them down into constituent shares 
and sells the shares directly to customers or if it chooses to couple the creation of a supply of new 
shares with an active selling effort involving solicitation of secondary market demand for shares. 
A determination of whether one is an underwriter for purposes of the Securities Act must take into 
account all the facts and circumstances pertaining to the activities of the broker-dealer or its client 
in the particular case, and the examples mentioned above should not be considered a complete 
description of all the activities that could lead to a characterization as an underwriter.

Broker-dealer fi rms should also note that dealers who are not “underwriters” but are effecting 
transactions in shares, whether or not participating in the distribution of shares, are generally 
required to deliver a prospectus. This is because the prospectus delivery exemption in Section 4(3) 
of the Securities Act is not available in respect of such transactions as a result of Section 24(d) of 
the 1940 Act. As a result, broker-dealer fi rms should note that dealers who are not “underwriters” 
but are participating in a distribution (as contrasted with engaging in ordinary secondary market 
transactions) and thus dealing with the shares that are part of an overallotment within the meaning 
of Section 4(3)(C) of the Securities Act, will be unable to take advantage of the prospectus delivery 
exemption provided by Section 4(3) of the Securities Act. For delivery of prospectuses to exchange 
members, the prospectus delivery mechanism of Rule 153 under the Securities Act is only available 
with respect to transactions on a national exchange.

Dealers effecting transactions in a Fund’s shares, whether or not participating in this distribution, 

are generally required to deliver a Prospectus. This is in addition to any obligation of dealers to 

deliver a Prospectus when acting as underwriters.



263

Shareholder Information

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase shares of a Fund through a broker-dealer or other fi nancial intermediary (such as a 
bank), Krane, any Fund sub-adviser or an affi liate may pay the intermediary for marketing activities 
or other services related to the sale or promotion of the Fund. These payments may create a confl ict 
of interest by infl uencing the broker-dealer or other fi nancial intermediary and your salesperson 
to recommend the Fund over another investment. Ask your salesperson or visit your fi nancial 
intermediary’s website for more information.

Distribution Plan

The Fund has adopted a Distribution Plan (the “Plan”) that allows each Fund to pay distribution 
fees to the Distributor and other fi rms that provide distribution services (“Service Providers”). Under 
the Plan, if a Service Provider provides distribution services, a Fund would pay distribution fees to 
the Distributor at an annual rate not to exceed 0.25% of average daily net assets, pursuant to Rule 
12b-1 under the 1940 Act. The Distributor would, in turn, pay the Service Provider out of its fees. The 
Board of Trustees currently has determined not to implement any 12b-1 fees pursuant to the Plan. 
12b-1 fees may only be imposed after approval by the Board of Trustees. Because any distribution 
fees would be paid out of a Fund’s assets on an on-going basis, if payments are made in the future, 
the distribution fees would increase the cost of your investment and may cost you more than paying 
other types of sales charges.

Householding Policy

To reduce expenses, we mail only one copy of the prospectus or summary prospectus, each annual 
and semi-annual report, and any proxy statements to each address shared by two or more accounts 
with the same last name or that the Trust reasonably believes are members of the same family. If 
you wish to receive individual copies of these documents, please call the Trust at 1.855.857.2638 
between the hours of 8:30 a.m. and 6:00 p.m. Eastern Time on days the Fund is open for business 
or contact your fi nancial institution. We will begin sending you individual copies thirty days after 
receiving your request. Investors who hold their shares through an intermediary are subject to the 

intermediary’s policies. Contact your fi nancial intermediary for any questions you may have.

Dividends and Distributions

Each Fund pays out dividends to shareholders at least annually, and the KraneShares CCBS China 
Corporate High Yield Bond USD Index ETF and the KraneShares E Fund China Commercial Paper 
ETF pay out dividends to shareholders monthly. Each Fund distributes its net capital gains, if any, 
to shareholders annually. The Fund may make distributions on a more frequent basis. The Fund 
reserves the right to declare special distributions, including if, in its reasonable discretion, such 
action is necessary or advisable to preserve the status of the Fund as a regulated investment 
company under Subchapter M of the Code, to avoid imposition of income or excise taxes on 
undistributed income.
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The following is a summary of some important tax issues that affect each Fund and its shareholders. 
The summary is based on current tax laws, which may be changed by legislative, judicial or 
administrative action. You should not consider this summary to be a detailed explanation of the tax 
treatment of the Funds, or the tax consequences of an investment in a Fund. More information about 

taxes is located in the SAI. You are urged to consult your tax adviser regarding specifi c questions as 

to federal, state and local income taxes.

Tax Status of each Fund

Each Fund is treated as a separate entity for federal tax purposes, and intends to qualify for the 
special tax treatment afforded to regulated investment companies. As long as a Fund qualifi es for 
treatment as a regulated investment company, it pays no federal income tax on the earnings it 
distributes to shareholders.

Tax Status of Distributions

Each Fund will, at least annually, distribute substantially all of its net investment taxable income and 
net capital gains income.

The income dividends you receive from a Fund (which include the Fund’s short-term capital gains) 
will be taxed as either ordinary income or qualifi ed dividend income. For non-corporate shareholders, 
dividends that are reported as qualifi ed dividend income are generally taxable at reduced maximum 
tax rates to the extent that the Fund receives qualifi ed dividend income and subject to certain 
limitations and holding period requirements.

Distributions of a Fund’s short-term capital gains are generally taxable as ordinary income. Any 
distributions of net capital gain (the excess of a Fund’s net long-term capital gains over its net 
short-term capital losses) are taxable as long-term capital gains regardless of how long you have 
owned your shares. Long-term capital gains are taxable at reduced maximum tax rates.

If a Fund makes distributions to a shareholder in excess of the Fund’s current and accumulated 
earnings and profi ts in any taxable year, the excess distribution will be treated as a return of capital 
to the extent of the shareholder’s tax basis in its shares, and thereafter as capital gain. A return of 
capital is not taxable, but reduces a shareholder’s tax basis in its shares, thus reducing any loss or 
increasing any gain on a subsequent taxable disposition by the shareholder of its shares.

Each Fund may invest in complex securities. These investments may be subject to numerous special 
and complex rules. These rules could affect whether gains and losses recognized by a Fund are treated 
as ordinary income or capital gain, accelerate the recognition of income to the Fund and/or defer the 
Fund’s ability to recognize losses. In turn, these rules may affect the amount, timing or character of 
distributions you receive from a Fund.

Dividends and distributions are generally taxable to you whether you receive them in cash or in 
additional shares. Corporate shareholders may be entitled to a dividends-received deduction for 
the portion of dividends they receive that is attributable to dividends received by the Fund from U.S. 
corporations, subject to certain limitations. The KraneShares Bloomberg Barclays China Aggregate 
Bond Index ETF, KraneShares Bosera MSCI China A Share ETF, KraneShares CCBS China Corporate 
High Yield Bond USD Index ETF, KraneShares E Fund China Commercial Paper ETF, and KraneShares 
MSCI China A Inclusion Hedged Index ETF do not expect to distribute dividends eligible for qualifi ed 
dividend income treatment or the dividends received deduction.
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Distributions paid in January but declared by a Fund in October, November or December of the 
previous year may be taxable to you in the previous year. Your broker will inform you of the amount 
of your ordinary income dividends, qualifi ed dividend income, and capital gains distributions shortly 
after the close of each calendar year.

If you lend your Fund shares pursuant to securities lending arrangements, you may lose the ability 
to treat the Fund’s dividends (paid while the shares are held by the borrower) as qualifi ed dividend 
income. Consult your fi nancial intermediary or tax adviser.

Some foreign governments levy withholding taxes against dividend and interest income. Although in 
some countries a portion of these withholding taxes is recoverable, the non-recovered portion will 
reduce the income received from the securities in a Fund. If more than 50% of the total assets of a 
Fund at the close of a year consist of non-U.S. stocks or securities, then the Fund may elect, for U.S. 
federal income tax purposes, to treat certain non-U.S. income taxes (including withholding taxes) paid 
by the Fund as paid by its shareholders. The Fund will provide you with the information necessary to 
refl ect foreign taxes paid on your income tax return if it makes this election. Please see “— Chinese Tax 
Considerations” below for a further discussion of these issues with respect to China, which imposes 
withholding taxes on interest payments, dividends and possibly capital gains from PRC securities.

If you hold your shares in a tax-qualifi ed retirement account, you generally will not be subject to 
federal taxation on income received with respect to the shares (including Fund dividends and 
distributions, and any gain on the sale of shares), until you begin receiving payments from your 
retirement account. You should consult your tax adviser regarding the tax rules that apply to your 
retirement account.

Tax Status of Share Transactions

Any capital gain or loss upon a sale of a Fund’s shares is generally treated as a long-term gain or 
loss if the shares have been held for more than one year and as a short-term gain or loss if held for 
one year or less. Any capital loss on the sale of a Fund’s shares held for six months or less is treated 
as a long-term capital loss to the extent that any capital gain distributions were paid with respect 
to such shares.

Medicare Contribution Tax

U.S. individuals with income exceeding $200,000 ($250,000 if married and fi ling jointly) are subject 
to a 3.8% Medicare contribution tax on all or a portion of their “net investment income,” including 
interest, dividends, and certain capital gains (including capital gains realized on the sale or exchange 
of shares of a Fund). This 3.8% tax also applies to all or a portion of the undistributed net investment 
income of certain shareholders that are estates and trusts.

Back-Up Withholding

Each Fund will be required in certain cases to withhold at applicable withholding rates (currently 
24%) and remit to the U.S. Treasury the amount withheld on amounts payable to any shareholder 
who (1) has provided the Fund either an incorrect tax identifi cation number or no number at all, 
(2) is subject to back-up withholding by the Internal Revenue Service (“IRS”) for failure to properly 
report payments of interest or dividends, (3) has failed to certify to the Fund that such shareholder 
is not subject to back-up withholding, or (4) has not certifi ed that such shareholder is a U.S. person 
(including a U.S. resident alien).
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Non-U.S. Investors

If you are not a citizen or permanent resident of the United States or if you are a non-U.S. entity, each 
Fund’s ordinary income dividends (which include distributions of net short-term capital gains) will 
generally be subject to a 30% U.S. withholding tax, unless a lower treaty rate applies, provided that 
withholding tax will generally not apply to any gain or income realized by a non-U.S. shareholder in 
respect of any distributions of long-term capital gains or upon the sale or other disposition of shares 
of the Fund. You also may potentially be subject to U.S. federal estate taxes.

A 30% withholding tax will generally be imposed on (1) dividends paid by a Fund and (2) redemption 
proceeds and certain capital gain dividends paid by a Fund after December 31, 2018, to (i) foreign 
fi nancial institutions including non-U.S. investment funds unless they agree to collect and disclose 
to the IRS, or the tax authorities in their home jurisdictions, information regarding their direct and 
indirect U.S. account holders and (ii) certain other foreign entities, unless they certify certain 
information regarding their direct and indirect U.S. owners. A non-U.S. shareholder may be exempt 
from the withholding described in this paragraph under an intergovernmental agreement between the 
United States and a foreign government, provided that the shareholder and the applicable foreign 
government comply with the terms of such agreement.

State Tax Considerations

In addition to federal taxes, distributions by a Fund and ownership of a Fund’s shares may be subject 
to state and local taxes. You should consult your tax adviser regarding how state and local tax laws 
affect your investment in the Fund’s shares.

Chinese Tax Considerations

Although Chinese law provides for a 10% withholding tax (“WHT”) on capital gains realized by 
non-residents, signifi cant uncertainties remain regarding the implementation of this law, particularly 
with respect to trading of PRC debt securities by QFIIs and RQFIIs. Such uncertainties may result 
in capital gains imposed upon the Fund relative to debt securities of companies headquartered, 
managed or listed in China. While the application and enforcement of this law with respect to the 
Funds remain subject to clarifi cation, to the extent that such taxes are imposed on any capital gains 
of the Funds relative to debt securities of companies headquartered, managed or listed in China, the 
Funds’ NAV or returns may be adversely impacted. In light of this uncertainty, Krane reserves the right 
to establish a reserve in order to meet this potential WHT liability for capital gains realized on the sale 
of PRC debt securities, although it has not currently done so. If a Fund establishes such a reserve but 
is not ultimately subject to the tax, shareholders who redeemed or sold their shares while the reserve 
was in place will effectively bear the tax and may not benefi t from the later release, if any, of the 
reserve. Conversely, if a Fund does not establish such a reserve but ultimately is subject to the tax, 
shareholders who redeemed or sold their shares prior to the tax being withheld, reserved or paid will 
have effectively avoided the tax, even if they benefi ted from the trading that precipitated the Fund’s 
payment of it. Investors should note that such provision, if any, may be excessive or inadequate to 
meet actual WHT liabilities (which could include interest and penalties) on the Fund’s investments. As 
a result, investors may be advantaged or disadvantaged depending on the fi nal rules of the relevant 
PRC tax authorities. Krane intends to make relevant provisions with respect to dividends and interest 
(if any) on PRC securities if the WHT on dividends and interest is not withheld at the source at the 
time such income is received.
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Per a circular (Caishui [2014] 79), each Fund is expected to be temporarily exempt from the capital 
gains withholding tax (“WHT”) imposed by the Chinese government on domestic Chinese equity 
securities. There is no indication as to how long the temporary exemption will remain in effect. 
Accordingly, a Fund may be subject to such taxes in the future. If Krane expects such WHT on trading 
in domestic Chinese equity securities to be re-imposed, the Fund reserves the right to establish a 
reserve for such tax, although it has not currently done so. If a Fund establishes such a reserve but 
is not ultimately subject to the tax, shareholders who redeemed or sold their shares while the reserve 
was in place will effectively bear the tax and may not benefi t from the later release, if any, of the 
reserve. Conversely, if a Fund does not establish such a reserve but ultimately is subject to the tax, 
shareholders who redeemed or sold their shares prior to the tax being withheld, reserved or paid will 
have effectively avoided the tax, even if they benefi ted from the trading that precipitated the Fund’s 
payment of it.

Taxes on Creations and Redemptions of Creation Units

A person who purchases a Creation Unit by exchanging securities in-kind generally will recognize a 
gain or loss equal to the difference between (i) the sum of the market value of the Creation Units 
at the time of the exchange and any net amount of cash received by the Authorized Participant in 
the exchange and (ii) the sum of the purchaser’s aggregate basis in the securities surrendered 
and any net amount of cash paid for the Creation Units. A person who redeems Creation Units and 
receives securities in-kind from a Fund will generally recognize a gain or loss equal to the difference 
between the redeemer’s basis in the Creation Units, and the aggregate market value of the securities 
received and any net cash received. The IRS, however, may assert that a loss realized upon an in-kind 
exchange of securities for Creation Units or an exchange of Creation Units for securities cannot be 
deducted currently under the rules governing “wash sales,” or on the basis that there has been no 
signifi cant change in economic position. Persons effecting in-kind creations or redemptions should 
consult their own tax adviser with respect to these matters.

Each Fund has the right to reject an order for Creation Units if the purchaser (or a group of purchasers) 
would, upon obtaining the shares so ordered, own 80% or more of the outstanding shares of the 
Fund and if, pursuant to section 351 of the Code, the Fund would have a basis in the deposit 
securities different from the market value of such securities on the date of deposit. Each Fund also 
has the right to require information necessary to determine benefi cial share ownership for purposes 
of the 80% determinations.
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KraneShares Bloomberg Barclays China Aggregate Bond Index ETF

In 2016, Bloomberg Indices (“Bloomberg”) acquired Barclays Risk Analytics and Index Solutions 
Ltd. (“Barclays”) and began creating, compiling, sponsoring and maintaining certain fi xed income 
indexes branded “Bloomberg Barclays” Indexes given the contributions of the historic Bloomberg and 
Barclays lines of business to the indexes’ methodologies and calculation. Bloomberg, the sponsor of 
the indexes, is not affi liated with the Trust, Krane, the Trust’s administrator, custodian, transfer agent 
or Distributor, or any of their respective affi liates. Krane has entered into a license agreement with 
Bloomberg to use the relevant Underlying Indexes and Bloomberg Barclays marks and sublicenses 
such rights to the relevant Fund at no charge. Krane uses the marks for the purpose of promoting 
and marketing the Fund.

The Fund is not in any way sponsored, endorsed, sold or promoted by Bloomberg, and Bloomberg 

does not make any claim, prediction, warranty or representation whatsoever, expressly or impliedly, 

either as to (i) the results to be obtained from the use of the Underlying Index, (ii) the fi gure at which 

the Underlying Index is said to stand at any particular time on any particular day or otherwise, or 

(iii) the fi tness or suitability of the Underlying Index for the particular purpose to which it is being 

put in connection with the Fund. Bloomberg has not provided and does not provide any fi nancial or 

investment advice or recommendation in relation to the Underlying Index to Krane or its affi liates 

or to its customers or clients, including the Fund. The Underlying Index is calculated by Bloomberg 

or its agent. Bloomberg is not liable (whether in negligence or otherwise) to any person for any error 

in the Underlying Index and is under no obligation to advise any person of any error therein. All rights 

in the Underlying Index vest in Bloomberg.

Bloomberg makes no warranty, express or implied, as to results to be obtained by Krane or its 

affi liates, owners of shares of the Fund or any other person or entity from the use of the Underlying 

Index or any data included therein. Bloomberg makes no express or implied warranties and expressly 

disclaims all warranties of merchantability or fi tness for a particular purpose or use with respect 

to the Underlying Index or any data included therein. Without limiting any of the foregoing, in no 

event shall Bloomberg have any liability for any special, punitive, indirect or consequential damages 

(including lost profi ts) resulting from the use of the Underlying Index or any data included therein, 

even if notifi ed of the possibility of such damages.

KraneShares CSI China Internet ETF

KraneShares E Fund China Commercial Paper ETF

China Securities Index Co., Ltd. (“CSI”), a leading index provider in China, is a joint venture between 
the Shanghai Stock Exchange and the Shenzhen Stock Exchange that specializes in the creation 
of indices and index-related services. CSI is not affi liated with the Trust, Krane, E Fund, the Trust’s 
administrator, custodian, transfer agent or Distributor, or any of their respective affi liates. Krane has 
entered into a license agreement with CSI to use the relevant Underlying Indexes and CSI marks, and 
sublicenses such rights to the relevant Funds at no charge. Krane uses the marks for the purpose of 
promoting and marketing the Funds.

The Funds are neither sponsored nor promoted, distributed or in any other manner supported by 

CSI. The Underlying Indexes are compiled and calculated by CSI. CSI will apply all necessary means 

to ensure the accuracy of the Underlying Indexes. However, neither CSI nor the Shanghai Stock 

Exchange nor the Shenzhen Stock Exchange shall be liable (whether in negligence or otherwise) to 
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any person for any error in the Underlying Indexes and neither CSI nor the Shanghai Stock Exchange 

nor the Shenzhen Stock Exchange shall be under any obligation to advise any person of any error 

therein. All copyrights in the Underlying Index values and constituent lists vest in CSI. Neither the 

publication of the Underlying Indexes by CSI nor the granting of a license of rights relating to 

the Underlying Indexes or to the Index Trademark for the utilization in connection with the Funds, 

represents a recommendation by CSI for a capital investment or contains in any manner a warranty 

or opinion by CSI with respect to the attractiveness of an investment in the Funds.

KraneShares CCBS China Corporate High Yield Bond USD Index ETF

KraneShares Electric Vehicles and Future Mobility Index ETF

KraneShares Emerging Markets Consumer Technology Index ETF

KraneShares Emerging Markets Healthcare Index ETF

Solactive AG is a leading index provider to exchange-traded funds. Solactive is not affi liated with is 
not affi liated with the Trust, Krane, the Trust’s administrator, custodian, transfer agent or Distributor, 
or any of their respective affi liates. “Solactive” is a trademark of the Solactive AG. Krane has entered 
into a license agreement with Solactive to use the relevant Underlying Index and Solactive marks, 
and sublicenses such rights to the relevant Fund at no charge. Krane uses the marks for the purpose 
of promoting and marketing the Funds.

The Funds are not in any way sponsored, endorsed, sold or promoted by the Solactive and Solactive 

does not make any claim, prediction, warranty or representation whatsoever, expressly or impliedly, 

either as to (i) the results to be obtained from the use of the Underlying Index, (ii) the fi gure at which 

the Underlying Index is said to stand at any particular time on any particular day or otherwise, or 

(iii) the fi tness or suitability of the Underlying Index for the particular purpose to which it is being 

put in connection with the Funds. Solactive has not provided and does not provide any fi nancial or 

investment advice or recommendation in relation to the Underlying Index to Krane or its affi liates or 

to its customers or clients, including the Funds. The Underlying Index is calculated by Solactive or 

its agent. Solactive is not liable (whether in negligence or otherwise) to any person for any error in 

the Underlying Index and is under no obligation to advise any person of any error therein. All rights 

in the Underlying Index vest in Solactive.

The Index Provider makes no warranty, express or implied, as to results to be obtained by Krane or its 

affi liates, owners of shares of the Funds or any other person or entity from the use of the Underlying 

Index or any data included therein. The Index Provider makes no express or implied warranties and 

expressly disclaims all warranties of merchantability or fi tness for a particular purpose or use with 

respect to the Underlying Index or any data included therein. Without limiting any of the foregoing, in 

no event shall the Index Provider have any liability for any special, punitive, indirect or consequential 

damages (including lost profi ts) resulting from the use of the Underlying Index or any data included 

therein, even if notifi ed of the possibility of such damages.
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KraneShares Bosera MSCI China A Share Index

KraneShares MSCI China A Inclusion Hedged Index ETF

KraneShares MSCI All China Consumer Discretionary Index ETF

KraneShares MSCI All China Consumer Staples Index ETF

KraneShares MSCI All China Health Care Index ETF

KraneShares MSCI All China Index ETF

KraneShares MSCI China Environment Index ETF

KraneShares MSCI One Belt One Road Index ETF

MSCI Inc. is a leading provider of global indexes. MSCI is not affi liated with the Trust, Krane, the Trust’s 
administrator, custodian, transfer agent or Distributor, or any of their respective affi liates. Krane has 
entered into a license agreement with MSCI to use the relevant Underlying Indexes and MSCI marks, 
and sublicenses such rights to the relevant Funds at no charge. Krane uses the marks for the purpose 
of promoting and marketing the Funds.

The Funds are not sponsored, endorsed, sold or promoted by MSCI Inc. (“MSCI”), any of its affi liates, 

any of its information providers or any other third party involved in, or related to, compiling, 

computing or creating any MSCI index (collectively, the “MSCI Parties”). The MSCI indexes are the 

exclusive property of MSCI. MSCI and the MSCI index names are service mark(s) of MSCI or its 

affi liates and have been licensed for use for certain purposes by Krane. None of the MSCI parties 

makes any representation or warranty, express or implied, to the issuer or owners of the Funds or 

any other person or entity regarding the advisability of investing in funds generally or in this fund 

particularly or the ability of any MSCI index to track corresponding stock market performance. MSCI 

or its affi liates are the licensors of certain trademarks, service marks and trade names and of 

the MSCI indexes which are determined, composed and calculated by MSCI without regard to the 

Funds or the issuer or owners of the Funds or any other person or entity. None of the MSCI Parties 

has any obligation to take the needs of the issuer or owners of the Funds or any other person or 

entity into consideration in determining, composing or calculating the MSCI indexes. None of the 

MSCI Parties is responsible for or has participated in the determination of the timing of, prices at, 

or quantities of the Funds to be issued or in the determination or calculation of the equation by or 

the consideration into which the Funds are redeemable. Further, none of the MSCI Parties has any 

obligation or liability to the issuer or owners of the Funds or any other person or entity in connection 

with the administration, marketing or offering of the Funds.

Although MSCI shall obtain information for inclusion in or for use in the calculation of the MSCI 

indexes from sources that MSCI considers reliable, none of the MSCI Parties warrants or guarantees 

the originality, accuracy and/or the completeness of any MSCI index or any data included therein. 

None of the MSCI Parties makes any warranty, express or implied, as to results to be obtained by 

the issuer of the Funds, owners of the Funds, or any other person or entity, from the use of any MSCI 

Index or any data included therein. None of the MSCI Parties shall have any liability for any errors, 

omissions or interruptions of or in connection with any MSCI index or any data included therein. 

Further, none of the MSCI Parties makes any express or implied warranties of any kind, and the 

MSCI Parties hereby expressly disclaim all warranties of merchantability and fi tness for a particular 

purpose, with respect to each MSCI index and any data included therein. Without limiting any of the 

foregoing, in no event shall any of the MSCI Parties have any liability for any direct, indirect, special, 

punitive, consequential or any other damages (including lost profi ts) even if notifi ed of the possibility 
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of such damages. No purchaser, seller or holder of this security, product or fund, or any other 

person or entity, should use or refer to any MSCI trade name, trademark or service mark to sponsor, 

endorse, market or promote this security without fi rst contacting MSCI to determine whether MSCI’s 

permission is required. Under no circumstances may any person or entity claim any affi liation with 

MSCI without the prior written permission of MSCI.

KraneShares Zacks New China ETF

Zacks Index Services, a division of Zacks Investment Management (“ZIM”), creates and maintains 
proprietary, quantitative portfolio strategies that are licensed to product sponsors and serve as the 
basis of investment products such as exchange-traded funds, unit investment trusts and closed-end 
funds. ZIM is a wholly owned subsidiary of Zacks Investment Research, one of the largest providers of 
independent research in the U.S. ZIM is not affi liated with the Trust, Krane, the Trust’s administrator, 
custodian, transfer agent or Distributor, or any of their respective affi liates. Krane has entered into 
a license agreement with ZIM to use the relevant Underlying Index and ZIM marks, and sublicenses 
such rights to the relevant Fund at no charge. Krane uses the marks for the purpose of promoting 
and marketing the Fund.

The Fund is neither sponsored nor promoted, distributed or in any other manner supported by ZIM. 

The Underlying Index is compiled and calculated by ZIM. ZIM will apply all necessary means to 

ensure the accuracy of the Underlying Index. However, ZIM shall not be liable (whether in negligence 

or otherwise) to any person for any error in the Underlying Index and ZIM is not under any obligation 

to advise any person of any error therein. All copyrights in the Underlying Index values and constituent 

lists vest in ZIM. Neither the publication of the Underlying Index by ZIM nor the granting of a license 

of rights relating to the Underlying Index or to the Index Trademark for the utilization in connection 

with the Fund, represents a recommendation by ZIM for a capital investment or contains in any 

manner a warranty or opinion by ZIM with respect to the attractiveness of an investment in the Fund.

More information about each Index Provider is located in the SAI.
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Krane and Trust Disclaimer

Neither Krane nor the Trust guarantees the accuracy or the completeness of any Underlying 

Index or any data included therein and neither shall have any liability for any errors, omissions or 

interruptions therein. Krane and the Funds further make no representation or warranty, express 

or implied, to the owners of shares of the Funds or any members of the public as to results to be 

obtained by the Funds from the use of any Underlying Index, as to any data included therein, or as 

to the advisability of investing in securities generally or in the Funds particularly. Krane expressly 

disclaims all warranties of merchantability or fi tness for a particular purpose or use with respect to 

any Underlying Index or Fund. Without limiting any of the foregoing, in no event shall Krane have any 

liability for any special, punitive, direct, indirect or consequential damages (including lost profi ts), 

even if notifi ed of the possibility of such damages.

NYSE Arca, Inc. Disclaimer

Shares of the Funds are not sponsored, endorsed or promoted by NYSE Arca, Inc. (“NYSE Arca”). 

NYSE Arca makes no representation or warranty, express or implied, to the owners of the shares of 

the Funds or any member of the public regarding the ability of the Funds to track the total return 

performance of the Underlying Index or the ability of the Underlying Indexes to track stock market 

performance. NYSE Arca is not responsible for, nor has it participated in, the determination of the 

compilation or the calculation of the Underlying Indexes, nor in the determination of the timing of, 

prices of, or quantities of shares of the Funds to be issued, nor in the determination or calculation of 

the equation by which the shares are redeemable. NYSE Arca has no obligation or liability to owners 

of the shares of the Funds in connection with the administration, marketing or trading of the shares 

of the Funds.

NYSE Arca does not guarantee the accuracy and/or the completeness of the Underlying Indexes 

or any data included therein. NYSE Arca makes no warranty, express or implied, as to results to be 

obtained by the Trust on behalf of the Funds as licensee, licensee’s customers and counterparties, 

owners of the shares of the Funds, or any other person or entity from the use of the subject index 

or any data included therein in connection with the rights licensed as described herein or for any 

other use. NYSE Arca makes no express or implied warranties and hereby expressly disclaims all 

warranties of merchantability or fi tness for a particular purpose with respect to the Underlying 

Indexes or any data included therein. Without limiting any of the foregoing, in no event shall NYSE 

Arca have any liability for any direct, indirect, special, punitive, consequential or any other damages 

(including lost profi ts) even if notifi ed of the possibility of such damages.
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The table that follows presents the fi nancial highlights for each Fund that was operational as of the 
fi scal year ended March 31, 2018. The table is intended to help you understand each Fund’s fi nancial 
performance. Certain information refl ects fi nancial results for a single Fund share. The total returns in 
the table represent the rate that an investor would have earned or lost, on an investment in the Fund 
(assuming reinvestment of all dividends and distributions). The information for the fi scal years ended 
March 31, 2018 and March 31, 2017 have been derived from fi nancial statements audited by KPMG 
LLP, the Trust’s independent registered public accounting fi rm, whose report, along with the fi nancial 
highlights and fi nancial statements, is included in the annual report to shareholders dated March 31, 
2018, which is incorporated by reference herein and is available upon request.

The fi nancial statements for the fi scal years/periods ended March 31, 2016, March 31, 2015 and 
March 31, 2014 were audited by the Trust’s prior independent registered public accounting fi rm.

No fi nancial highlights are available for KraneShares Bloomberg Barclays China Aggregate Bond 
Index ETF, KraneShares CCBS China Corporate High Yield Bond USD Index ETF, KraneShares Emerging 
Markets Healthcare Index ETF, KraneShares MSCI All China Consumer Discretionary Index ETF, 
KraneShares MSCI All China Consumer Staples Index ETF or KraneShares MSCI China A Inclusion 
Hedged Index ETF because these Funds had not commenced operations prior to the end of the prior 
fi scal year.

The KraneShares FTSE Emerging Markets Plus ETF changed its name to the KraneShares MSCI All 
China Index ETF and also changed its investment objective and strategies on August 1, 2018. The 
information presented prior to that date refl ects the Fund’s prior investment objective and strategies.
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KRANESHARES BOSERA MSCI CHINA A SHARE ETF

Selected Per Share Data & Ratios

For the Years/Periods Ended March 31 (unless otherwise indicated)

For a Share Outstanding Throughout Each Period

KraneShares Bosera MSCI China A Share ETF 2018(1) 2017 2016 2015 2014(2)

Net Asset Value, Beginning of Period ($)  . . . . . 28.38 30.37 53.55 28.92 30.00
Net Investment Income (Loss) ($)* . . . . . . . . . 0.21 (0.01) 0.62 (0.22) (0.02)
Net Realized and Unrealized Gain (Loss) on 

Investments ($)  . . . . . . . . . . . . . . . . . . . . . 6.22 (0.67) (13.67) 24.90 (1.06)
Total from Operations ($)  . . . . . . . . . . . . . . . . 6.43 (0.68) (13.05) 24.68 (1.08)
Distribution from Net Investment Income ($)  . . (0.18) — (0.41) (0.05) —
Distribution from Capital Gains ($)  . . . . . . . . . (0.16) (0.85) (9.72) — —
Return of Capital ($). . . . . . . . . . . . . . . . . . . . — (0.46) — — —
Total from Distributions ($)  . . . . . . . . . . . . . . . (0.34) (1.31) (10.13) (0.05) —
Net Asset Value, End of Period ($) . . . . . . . . . . 34.47 28.38 30.37 53.55 28.92
Total Return (%)** . . . . . . . . . . . . . . . . . . . . . 22.68 (2.04) (27.18) 85.37 (3.60)
Net Assets End of Period ($) (000) . . . . . . . . . 353,324 52,494 4,555 26,774 11,566
Ratio of Expenses to Average Net Assets (%)  . . 0.60 0.72(4) 0.93(3) 1.31 1.10†
Ratio of Expenses to Average Net Assets 

(Excluding Waivers) (%)  . . . . . . . . . . . . . . . 0.80 0.84(4) 1.18(3) 1.51 1.10†
Ratio of Net Investment Income (Loss) to 

Average Net Assets (%)  . . . . . . . . . . . . . . . 0.61 (0.04) 1.18 (0.55) (0.84)†
Portfolio Turnover (%)  . . . . . . . . . . . . . . . . . . . 52 95 116 110 —††

(1) March 29, 2018 represents the last business day of the Fund’s reporting period. See Note 2 in the “Notes 
to Financial Statements” in the Fund’s 2018 Annual Report.

(2) The Fund commenced operations on March 4, 2014.
(3) Pursuant to an Investment Advisory Agreement between the Trust and the Adviser, the Fund paid the Adviser 

a fee, calculated daily and paid monthly, at an annual rate of 0.78% of the average daily net assets of the 
Fund (prior to March 24, 2016, the Fund paid the Adviser at an annual rate of 1.10% of the average daily net 
assets of the Fund). Effective March 24, 2016, pursuant to the terms of an Expense Limitation Agreement, 
the Adviser had contractually agreed to reduce its management fee to 0.68% of the Fund’s average daily net 
assets until July 31, 2017.

(4) As of February 17, 2017, pursuant to the terms of an Expense Limitation Agreement, the Adviser had 
contractually agreed to reduce its management fee to 0.58% of the Fund’s average daily net assets. The 
Expense Limitation Agreement has been extended and will remain in effect until October 4, 2019.

* Per share data calculated using average shares method.
** Total return is based on the change in net asset value of a share during the year or period and assumes 

reinvestment of dividends and distributions at net asset value. Total return is for the period indicated and 
periods of less than one year have not been annualized. The return shown does not refl ect the deduction of 
taxes that a shareholder would pay on Fund distributions or the redemption of Fund shares. Excludes effects 
of standard creation and redemption transaction fees associated with creation units.

† Annualized.
†† Portfolio turnover rate is for the period indicated and periods of less than one year have not been annualized. 

Excludes effect of in-kind transfers.
 Amounts designated as “—” are $0 or have been rounded to $0.
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Financial Highlights

KRANESHARES ZACKS NEW CHINA ETF

Selected Per Share Data & Ratios

For the Years/Periods Ended March 31 (unless otherwise indicated)

For a Share Outstanding Throughout Each Period

KraneShares Zacks New China ETF(3)# 2018(1) 2017 2016 2015 2014(2)

Net Asset Value, Beginning of Period ($)  . . . . . . 34.06 28.02 34.20 31.42 25.00
Net Investment Income (Loss) ($)* . . . . . . . . . . 0.24 0.21 0.18 0.12 (0.03)
Net Realized and Unrealized Gain (Loss) on 

Investments ($)  . . . . . . . . . . . . . . . . . . . . . . 7.22 6.54 (3.21) 2.97 6.45
Total from Operations ($)  . . . . . . . . . . . . . . . . . 7.46 6.75 (3.03) 3.09 6.42
Distribution from Net Investment Income ($)  . . . (0.30) (0.33) (0.25) (0.31) —
Distribution from Capital Gains ($)  . . . . . . . . . . (7.34) — (2.89) — —
Return of Capital ($). . . . . . . . . . . . . . . . . . . . . — (0.38) (0.01) — —
Total from Distributions ($)  . . . . . . . . . . . . . . . . (7.64) (0.71) (3.15) (0.31) —
Net Asset Value, End of Period ($) . . . . . . . . . . . 33.88 34.06 28.02 34.20 31.42
Total Return (%)** . . . . . . . . . . . . . . . . . . . . . . 22.57 24.54 (9.71) 9.92 25.70
Net Assets End of Period ($) (000) . . . . . . . . . . 5,082 3,406 2,803 3,421 3,143
Ratio of Expenses to Average Net Assets (%)  . . . 0.71(4) 0.84 0.73 0.71 0.68†
Ratio of Expenses to Average Net Assets 

(Excluding Waivers) (%)  . . . . . . . . . . . . . . . . 0.71(4) 0.84 0.73 0.71 0.68†
Ratio of Net Investment Income (Loss) to 

Average Net Assets (%)  . . . . . . . . . . . . . . . . 0.64 0.55 0.60 0.37 (0.15)†
Portfolio Turnover (%)  . . . . . . . . . . . . . . . . . . . . 105 86 575 36 7††

(1) March 29, 2018 represents the last business day of the Fund’s reporting period. See Note 2 in the “Notes 
to Financial Statements” in the Fund’s 2018 Annual Report.

(2) The Fund commenced operations on July 22, 2013.
(3) Effective August 1, 2014, the KraneShares CSI China Five Year Plan ETF changed its name to KraneShares 

CSI New China ETF. Effective June 1, 2016, the KraneShares CSI New China ETF changed its name to 
KraneShares Zacks New China ETF.

(4) As of July 28, 2017, pursuant to the terms of an Expense Limitation Agreement, the Adviser has contractually 
agreed to reduce its management fee and/or reimburse the Fund in an amount equal to the fees paid by the 
Fund to counsel to the Independent Trustees of the Trust until July 31, 2018.

* Per share data calculated using average shares method.
** Total return is based on the change in net asset value of a share during the year or period and assumes 

reinvestment of dividends and distributions at net asset value. Total return is for the period indicated and 
periods of less than one year have not been annualized. The return shown does not refl ect the deduction of 
taxes that a shareholder would pay on Fund distributions or the redemption of Fund shares. Excludes effects 
of standard creation and redemption transaction fees associated with creation units.

† Annualized.
†† Portfolio turnover rate is for the period indicated and periods of less than one year have not been annualized. 

Excludes effect of in-kind transfers.
# After the close of the markets on September 13, 2016, the Fund effected a 2 for 1 share split (see Note 7 in 

the “Notes to Financial Statements” in the Fund’s 2018 Annual Report). Per share data has been adjusted 
to refl ect the share split.

 Amounts designated as “—” are $0 or have been rounded to $0.
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Financial Highlights

KRANESHARES CSI CHINA INTERNET ETF

Selected Per Share Data & Ratios

For the Years/Periods Ended March 31 (unless otherwise indicated)

For a Share Outstanding Throughout Each Period

KraneShares CSI China Internet ETF 2018(1) 2017 2016 2015 2014(2)

Net Asset Value, Beginning of Period ($)  . . . . . . 42.21 35.76 34.18 35.93 25.00
Net Investment Income (Loss) ($)* . . . . . . . . . . (0.19) (0.27) (0.20) (0.14) (0.02)
Net Realized and Unrealized Gain (Loss) on 

Investments ($)  . . . . . . . . . . . . . . . . . . . . . . 19.43 7.13 1.84 (1.32) 11.05
Total from Operations ($)  . . . . . . . . . . . . . . . . . 19.24 6.86 1.64 (1.46) 11.03
Distribution from Net Investment Income ($)  . . . (0.34) (0.30) (0.06) (0.29) (0.06)
Distribution from Capital Gains ($)  . . . . . . . . . . — — — — (0.04)
Return of Capital ($). . . . . . . . . . . . . . . . . . . . . — (0.11) —(3) — —
Total from Distributions ($)  . . . . . . . . . . . . . . . . (0.34) (0.41) (0.06) (0.29) (0.10)
Net Asset Value, End of Period ($) . . . . . . . . . . . 61.11 42.21 35.76 34.18 35.93
Total Return (%)** . . . . . . . . . . . . . . . . . . . . . . 45.62 19.44 4.77 (4.09) 44.18
Net Assets End of Period ($) (000) . . . . . . . . . . 1,628,622 291,257 194,869 131,612 77,243
Ratio of Expenses to Average Net Assets (%)  . . . 0.70(4) 0.81 0.72 0.71 0.68†
Ratio of Expenses to Average Net Assets 

(Excluding Waivers) (%)  . . . . . . . . . . . . . . . . 0.70(4) 0.81 0.72 0.71 0.68†
Ratio of Net Investment Loss to Average Net 

Assets (%) . . . . . . . . . . . . . . . . . . . . . . . . . . (0.33) (0.72) (0.56) (0.39) (0.90)†
Portfolio Turnover (%)  . . . . . . . . . . . . . . . . . . . . 29 35 27 43 8††

(1) March 29, 2018 represents the last business day of the Fund’s reporting period. See Note 2 in the “Notes 
to Financial Statements” in the Fund’s 2018 Annual Report.

(2) The Fund commenced operations on July 31, 2013.
(3) Amount was less than $0.01 per share.
(4) As of July 28, 2017, pursuant to the terms of an Expense Limitation Agreement, the Adviser has contractually 

agreed to reduce its management fee and/or reimburse the Fund in an amount equal to the fees paid by the 
Fund to counsel to the Independent Trustees of the Trust until July 31, 2018.

* Per share data calculated using average shares method.
** Total return is based on the change in net asset value of a share during the year or period and assumes 

reinvestment of dividends and distributions at net asset value. Total return is for the period indicated and 
periods of less than one year have not been annualized. The return shown does not refl ect the deduction of 
taxes that a shareholder would pay on Fund distributions or the redemption of Fund shares. Excludes effects 
of standard creation and redemption transaction fees associated with creation units.

† Annualized.
†† Portfolio turnover rate is for the period indicated and periods of less than one year have not been annualized. 

Excludes effect of in-kind transfers.
 Amounts designated as “—” are $0 or have been rounded to $0.
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Financial Highlights

KraneShares E Fund China Commercial Paper ETF

Selected Per Share Data & Ratios

For the Years/Periods Ended March 31 (unless otherwise indicated)

For a Share Outstanding Throughout Each Period

KraneShares E Fund China Commercial Paper ETF 2018(1) 2017 2016 2015(2)

Net Asset Value, Beginning of Period ($)  . . . . . . . . . . . 32.82 34.18 34.81 35.00
Net Investment Income ($)* . . . . . . . . . . . . . . . . . . . . 1.07 0.61 1.01 0.39
Net Realized and Unrealized Gain (Loss) on 

Investments ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.34 (1.96) (1.39) (0.35)
Total from Operations ($)  . . . . . . . . . . . . . . . . . . . . . . 4.41 (1.35) (0.38) 0.04
Distribution from Net Investment Income ($)  . . . . . . . . — — (0.21) (0.23)
Distribution from Capital Gains ($)  . . . . . . . . . . . . . . . — — (0.01) —
Return of Capital ($). . . . . . . . . . . . . . . . . . . . . . . . . . — (0.01) (0.03) —
Total from Distributions ($)  . . . . . . . . . . . . . . . . . . . . . — (0.01) (0.25) (0.23)
Net Asset Value, End of Period ($) . . . . . . . . . . . . . . . . 37.23 32.82 34.18 34.81
Total Return (%)** . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.44 (3.95)(5) (1.11) 0.13
Net Assets End of Period ($) (000) . . . . . . . . . . . . . . . 13,030 9,845 18,799 8,702
Ratio of Expenses to Average Net Assets (%)  . . . . . . . . 0.77^(3)(4) 0.95^ 0.57^ 0.60†^
Ratio of Expenses to Average Net Assets 

(Excluding Waivers) (%)  . . . . . . . . . . . . . . . . . . . . . 0.89^(3)(4) 1.07^ 0.69^ 0.72†^
Ratio of Net Investment Income to Average 

Net Assets (%) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.10^ 1.84^ 2.92^ 3.46†^
Portfolio Turnover (%)  . . . . . . . . . . . . . . . . . . . . . . . . . — — 717 —††

(1) March 29, 2018 represents the last business day of the Fund’s reporting period. See Note 2 in the “Notes 
to Financial Statements” in the Fund’s 2018 Annual Report.

(2) The Fund commenced operations on December 2, 2014.
(3) As of July 28, 2017, pursuant to the terms of an Expense Limitation Agreement, the Adviser has contractually 

agreed to reduce its management fee and/or reimburse the Fund in an amount equal to the fees paid by the 
Fund to counsel to the Independent Trustees of the Trust until July 31, 2018.

(4) The expenses during the year include a one-time, non-recurring expense. Had this expense not been 
included, the net and gross expense ratios for the period would have been 0.59% and 0.71%, respectively.

(5) Fund received reimbursement from third-party for dilution to shareholders for an accounting error. Absent 
the reimbursement, total return would have been (4.44)%.

* Per share data calculated using average shares method.
** Total return is based on the change in net asset value of a share during the year or period and assumes 

reinvestment of dividends and distributions at net asset value. Total return is for the period indicated and 
periods of less than one year have not been annualized. The return shown does not refl ect the deduction of 
taxes that a shareholder would pay on Fund distributions or the redemption of Fund shares. Excludes effects 
of standard creation and redemption transaction fees associated with creation units.

† Annualized.
†† Portfolio turnover rate is for the period indicated and periods of less than one year have not been annualized. 

Excludes effect of in-kind transfers.
^ The ratios of expenses and net investment income/(loss) to Average Net Assets refl ect the expenses and net 

investment income/(loss), respectively, for the year/period as reported in the Statement of Operations and 
do not refl ect the Fund’s proportionate share of the income and expenses of the money market funds.

 Amounts designated as “—” are $0 or have been rounded to $0.
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Financial Highlights

KraneShares MSCI All China Index ETF (previously known as KraneShares FTSE 

Emerging Markets Plus ETF)

Selected Per Share Data & Ratios

For the Years/Periods Ended March 31 (unless otherwise indicated)

For a Share Outstanding Throughout Each Period

KraneShares MSCI All China Index ETF 2018(1) 2017 2016 2015(2)

Net Asset Value, Beginning of Period ($)  . . . . . . . . . . . 22.56 21.66 25.63 25.00
Net Investment Income (Loss) ($)* . . . . . . . . . . . . . . . 0.45 0.37 0.29 —
Net Realized and Unrealized Gain (Loss) on 

Investments ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.28 1.88 (3.86) 0.63
Total from Operations ($)  . . . . . . . . . . . . . . . . . . . . . . 4.73 2.25 (3.57) 0.63
Distribution from Net Investment Income ($)  . . . . . . . . (0.33) (0.70) (0.35) —
Distribution from Capital Gains ($)  . . . . . . . . . . . . . . . — (0.47) (0.05) —
Return of Capital ($). . . . . . . . . . . . . . . . . . . . . . . . . . — (0.18) — —
Total from Distributions ($)  . . . . . . . . . . . . . . . . . . . . . (0.33) (1.35) (0.40) —
Net Asset Value, End of Period ($) . . . . . . . . . . . . . . . . 26.96 22.56 21.66 25.63
Total Return (%)** . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.99 11.24 (14.00) 2.52
Net Assets End of Period ($) (000) . . . . . . . . . . . . . . . 2,696 2,256 2,166 2,563
Ratio of Expenses to Average Net Assets (%)  . . . . . . . . 0.63‡‡(3) 0.37‡‡ 0.91‡ 0.88†‡
Ratio of Expenses to Average Net Assets 

(Excluding Waivers) (%)  . . . . . . . . . . . . . . . . . . . . . 0.72‡‡(3) 0.73‡‡ 1.12‡ 0.88†‡
Ratio of Net Investment Income (Loss) to Average 

Net Assets (%). . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.75‡‡(3) 1.70‡‡ 1.27‡ (0.07)†‡
Portfolio Turnover (%)  . . . . . . . . . . . . . . . . . . . . . . . . . 3 25 1 8††

(1) March 29, 2018 represents the last business day of the Fund’s reporting period. See Note 2 in the “Notes 
to Financial Statements” in the Fund’s 2018 Annual Report.

(2) The Fund commenced operations on February 12, 2015.
(3) As of July 28, 2017, pursuant to the terms of an Expense Limitation Agreement, the Adviser has contractually 

agreed to reduce its management fee and/or reimburse the Fund in an amount equal to the fees paid by the 
Fund to counsel to the Independent Trustees of the Trust until July 31, 2018.

* Per share data calculated using average shares method.
** Total return is based on the change in net asset value of a share during the year or period and assumes 

reinvestment of dividends and distributions at net asset value. Total return is for the period indicated and 
periods of less than one year have not been annualized. The return shown does not refl ect the deduction of 
taxes that a shareholder would pay on Fund distributions or the redemption of Fund shares. Excludes effects 
of standard creation and redemption transaction fees associated with creation units.

† Annualized.
†† Portfolio turnover rate is for the period indicated and periods of less than one year have not been annualized. 

Excludes effect of in-kind transfers.
‡ The ratios of expenses and net investment income/(loss) to Average Net Assets refl ect the expenses and 

net investment income/(loss), respectively, for the year/period as reported in the Statement of Operations 
and do not refl ect the Fund’s proportionate share of the income and expenses from investments in other 
investment companies, except for investments in the KraneShares Bosera MSCI China A Share ETF.

‡‡ The ratios of expenses and net investment income/(loss) to Average Net Assets refl ect the expenses and 
net investment income/(loss), respectively, for the year/period as reported in the Statement of Operations 
and do not refl ect the Fund’s proportionate share of the income and expenses from investments in other 
investment companies.

 Amounts designated as “—” are $0 or have been rounded to $0.
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Financial Highlights

KraneShares MSCI One Belt One Road Index ETF

Selected Per Share Data & Ratios

For the Years/Periods Ended March 31 (unless otherwise indicated)

For a Share Outstanding Throughout Each Period

Kraneshares MSCI One Belt One Road Index ETF 2018(1)(2)

Net Asset Value, Beginning of Period ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25.00
Net Investment Income ($)* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.08
Net Realized and Unrealized Gain on Investments ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.59^
Total from Operations ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.67
Distribution from Net Investment Income ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.03)
Distribution from Capital Gains ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Return of Capital ($). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Total from Distributions ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.03)
Net Asset Value, End of Period ($) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25.64
Total Return (%)** . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.67
Net Assets End of Period ($) (000) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,048
Ratio of Expenses to Average Net Assets (%)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.79†‡‡(3)(4)

Ratio of Expenses to Average Net Assets (Excluding Waivers) (%)  . . . . . . . . . . . . . . . . . . . 0.80†‡‡(3)(4)

Ratio of Net Investment Income to Average Net Assets (%) . . . . . . . . . . . . . . . . . . . . . . . . 0.52†(4)

Portfolio Turnover (%)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1††

(1) March 29, 2018 represents the last business day of the Fund’s reporting period. See Note 2 in the “Notes 
to Financial Statements” in the Fund’s 2018 Annual Report.

(2) The Fund commenced operations on September 7, 2017.
(3) As of July 28, 2017, pursuant to the terms of an Expense Limitation Agreement, the Adviser has contractually 

agreed to reduce its management fee and/or reimburse the Fund in an amount equal to the fees paid by the 
Fund to counsel to the Independent Trustees of the Trust until July 31, 2018.

(4) The expense ratio includes interest expense. Had this expense been excluded, the ratios would have been 
0.78%, 0.79% and 0.53%, respectively.

* Per share data calculated using average shares method.
** Total return is based on the change in net asset value of a share during the year or period and assumes 

reinvestment of dividends and distributions at net asset value. Total return is for the period indicated and 
periods of less than one year have not been annualized. The return shown does not refl ect the deduction of 
taxes that a shareholder would pay on Fund distributions or the redemption of Fund shares. Excludes effects 
of standard creation and redemption transaction fees associated with creation units.

^ Realized and unrealized gains and losses per share are balancing amounts necessary to reconcile the 
change in net asset value per share for the period, and may not reconcile with the aggregate gains and 
losses in the Statement of Operations due to share transactions for the period.

† Annualized.
†† Portfolio turnover rate is for the period indicated and periods of less than one year have not been annualized. 

Excludes effect of in-kind transfers.
‡‡ The ratios of expenses and net investment income/(loss) to Average Net Assets refl ect the expenses and net 

investment income/(loss), respectively, for the period as reported in the Statement of Operations and do 
not refl ect the Fund’s proportionate share of the income and expenses from investments in other investment 
companies.

 Amounts designated as “—” are $0 or have been rounded to $0.
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Financial Highlights

KraneShares Emerging Markets Consumer Technology Index ETF

Selected Per Share Data & Ratios

For the Years/Periods Ended March 31 (unless otherwise indicated)

For a Share Outstanding Throughout Each Period

KraneShares Emerging Markets Consumer Technology Index ETF 2018(1)(2)

Net Asset Value, Beginning of Period ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25.00
Net Investment Income (Loss) ($)* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.03)
Net Realized and Unrealized Gain on Investments ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.51^
Total from Operations ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.48
Distribution from Net Investment Income ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Distribution from Capital Gains ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Return of Capital ($). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Total from Distributions ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Net Asset Value, End of Period ($) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26.48
Total Return (%)** . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.92
Net Assets End of Period ($) (000) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,828
Ratio of Expenses to Average Net Assets (%)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.79†(3)(4)

Ratio of Expenses to Average Net Assets (Excluding Waivers) (%)  . . . . . . . . . . . . . . . . . . . 0.79†(3)(4)

Ratio of Net Investment Loss to Average Net Assets (%) . . . . . . . . . . . . . . . . . . . . . . . . . . (0.23)†(4)

Portfolio Turnover (%)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —††

(1) March 29, 2018 represents the last business day of the Fund’s reporting period. See Note 2 in the “Notes 
to Financial Statements” in the Fund’s 2018 Annual Report.

(2) The Fund commenced operations on October 11, 2017.
(3) As of July 28, 2017, pursuant to the terms of an Expense Limitation Agreement, the Adviser has contractually 

agreed to reduce its management fee and/or reimburse the Fund in an amount equal to the fees paid by the 
Fund to counsel to the Independent Trustees of the Trust until July 31, 2018.

(4) The expense ratio includes interest expense. Had this expense been excluded, the ratios would have been 
0.78%, 0.78% and (0.22)%, respectively.

* Per share data calculated using average shares method.
** Total return is based on the change in net asset value of a share during the year or period and assumes 

reinvestment of dividends and distributions at net asset value. Total return is for the period indicated and 
periods of less than one year have not been annualized. The return shown does not refl ect the deduction of 
taxes that a shareholder would pay on Fund distributions or the redemption of Fund shares. Excludes effects 
of standard creation and redemption transaction fees associated with creation units.

^ Realized and unrealized gains and losses per share are balancing amounts necessary to reconcile the 
change in net asset value per share for the period, and may not reconcile with the aggregate gains and 
losses in the Statement of Operations due to share transactions for the period.

† Annualized.
†† Portfolio turnover rate is for the period indicated and periods of less than one year have not been annualized. 

Excludes effect of in-kind transfers.
 Amounts designated as “—” are $0 or have been rounded to $0.
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Financial Highlights

KraneShares MSCI China Environment Index ETF

Selected Per Share Data & Ratios

For the Years/Periods Ended March 31 (unless otherwise indicated)

For a Share Outstanding Throughout Each Period

KraneShares MSCI China Environment Index ETF 2018(1)(2)

Net Asset Value, Beginning of Period ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25.00
Net Investment Income (Loss) ($)* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.09)
Net Realized and Unrealized Gain (Loss) on Investments ($)  . . . . . . . . . . . . . . . . . . . . . . (1.05)
Total from Operations ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.14)
Distribution from Net Investment Income ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Distribution from Capital Gains ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Return of Capital ($). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Total from Distributions ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Net Asset Value, End of Period ($) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23.86
Total Return (%)** . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4.56)
Net Assets End of Period ($) (000) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,158
Ratio of Expenses to Average Net Assets (%)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.78†(3)(4)

Ratio of Expenses to Average Net Assets (Excluding Waivers) (%)  . . . . . . . . . . . . . . . . . . . 0.79†(3)(4)

Ratio of Net Investment Loss to Average Net Assets (%) . . . . . . . . . . . . . . . . . . . . . . . . . . (0.78)†(4)

Portfolio Turnover (%)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36††

(1) March 29, 2018 represents the last business day of the Fund’s reporting period. See Note 2 in the “Notes 
to Financial Statements” in the Fund’s 2018 Annual Report.

(2) The Fund commenced operations on October 12, 2017.
(3) As of July 28, 2017, pursuant to the terms of an Expense Limitation Agreement, the Adviser has contractually 

agreed to reduce its management fee and/or reimburse the Fund in an amount equal to the fees paid by the 
Fund to counsel to the Independent Trustees of the Trust until July 31, 2018.

(4) The expense ratio includes interest expense. Had this expense been excluded, the ratios would have been 
0.78%, 0.79% and (0.78)%, respectively.

* Per share data calculated using average shares method.
** Total return is based on the change in net asset value of a share during the year or period and assumes 

reinvestment of dividends and distributions at net asset value. Total return is for the period indicated and 
periods of less than one year have not been annualized. The return shown does not refl ect the deduction of 
taxes that a shareholder would pay on Fund distributions or the redemption of Fund shares. Excludes effects 
of standard creation and redemption transaction fees associated with creation units.

† Annualized.
†† Portfolio turnover rate is for the period indicated and periods of less than one year have not been annualized. 

Excludes effect of in-kind transfers.
 Amounts designated as “—” are $0 or have been rounded to $0.
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Financial Highlights

KraneShares Electric Vehicles and Future Mobility Index ETF

Selected Per Share Data & Ratios

For the Years/Periods Ended March 31 (unless otherwise indicated)

For a Share Outstanding Throughout Each Period

KraneShares Electric Vehicles and Future Mobility Index ETF 2018(1)(2)

Net Asset Value, Beginning of Period ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25.00
Net Investment Income ($)* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.02
Net Realized and Unrealized Loss on Investments ($). . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.72)
Total from Operations ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.70)
Distribution from Net Investment Income ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Distribution from Capital Gains ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Return of Capital ($). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Total from Distributions ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Net Asset Value, End of Period ($) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23.30
Total Return (%)** . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6.80)
Net Assets End of Period ($) (000) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,798
Ratio of Expenses to Average Net Assets (%)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.70†(3)

Ratio of Expenses to Average Net Assets (Excluding Waivers) (%)  . . . . . . . . . . . . . . . . . . . 0.70†(3) 

Ratio of Net Investment Income to Average Net Assets (%) . . . . . . . . . . . . . . . . . . . . . . . . 0.43†(3)

Portfolio Turnover (%)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18††

(1) March 29, 2018 represents the last business day of the Fund’s reporting period. See Note 2 in the “Notes 
to Financial Statements” in the Fund’s 2018 Annual Report.

(2) The Fund commenced operations on January 18, 2018.
(3) The expense ratio includes interest expense. Had this expense been excluded, the ratios would have been 

0.69%, 0.69% and 0.44%, respectively.
* Per share data calculated using average shares method.
** Total return is based on the change in net asset value of a share during the year or period and assumes 

reinvestment of dividends and distributions at net asset value. Total return is for the period indicated and 
periods of less than one year have not been annualized. The return shown does not refl ect the deduction of 
taxes that a shareholder would pay on Fund distributions or the redemption of Fund shares. Excludes effects 
of standard creation and redemption transaction fees associated with creation units.

† Annualized.
†† Portfolio turnover rate is for the period indicated and periods of less than one year have not been annualized. 

Excludes effect of in-kind transfers.
 Amounts designated as “—” are $0 or have been rounded to $0.
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Financial Highlights

Kraneshares MSCI All China Healthcare Index ETF

Selected Per Share Data & Ratios

For the Years/Periods Ended March 31 (unless otherwise indicated)

For a Share Outstanding Throughout Each Period

Kraneshares MSCI All China Healthcare Index ETF 2018(1)(2)

Net Asset Value, Beginning of Period ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25.00
Net Investment Loss ($)*  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.03)
Net Realized and Unrealized Gain on Investments ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.68
Total from Operations ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.65
Distribution from Net Investment Income ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Distribution from Capital Gains ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Return of Capital ($). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Total from Distributions ($)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Net Asset Value, End of Period ($) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26.65
Total Return (%)** . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.60
Net Assets End of Period ($) (000) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,998
Ratio of Expenses to Average Net Assets (%)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.82†(3)

Ratio of Expenses to Average Net Assets (Excluding Waivers) (%)  . . . . . . . . . . . . . . . . . . . 0.82†(3) 

Ratio of Net Investment Loss to Average Net Assets (%) . . . . . . . . . . . . . . . . . . . . . . . . . . (0.82)†(3)

Portfolio Turnover (%)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —††

(1) March 29, 2018 represents the last business day of the Fund’s reporting period. See Note 2 in the “Notes 
to Financial Statements” in the Fund’s 2018 Annual Report.

(2) The Fund commenced operations on January 31, 2018.
(3) The expense ratio includes interest expense. Had this expense been excluded, the ratios would have been 

0.79%, 0.79% and (0.79)%, respectively.
* Per share data calculated using average shares method.
** Total return is based on the change in net asset value of a share during the year or period and assumes 

reinvestment of dividends and distributions at net asset value. Total return is for the period indicated and 
periods of less than one year have not been annualized. The return shown does not refl ect the deduction of 
taxes that a shareholder would pay on Fund distributions or the redemption of Fund shares. Excludes effects 
of standard creation and redemption transaction fees associated with creation units.

† Annualized.
†† Portfolio turnover rate is for the period indicated and periods of less than one year have not been annualized. 

Excludes effect of in-kind transfers.
 Amounts designated as “—” are $0 or have been rounded to $0.



Additional Information

Additional and more detailed information about the Fund is included in the SAI dated August 1, 

2018. The SAI has been fi led with the SEC and is incorporated by reference into this Prospectus 

and, therefore, legally forms a part of this Prospectus. The SEC maintains the EDGAR database on its 

website (“http://www.sec.gov”) that contains the SAI, material incorporated by reference, and other 

information regarding registrants that fi le electronically with the SEC. You may also review and copy 

documents at the SEC Public Reference room in Washington, D.C. (for information on the operation 

of the Public Reference Room, call 202.551.8090). You may request documents from the SEC by 

mail, upon payment of a duplication fee, by writing to: U.S. Securities and Exchange Commission, 

Public Reference Section, Washington, D.C. 20549-1520 or by emailing the SEC at the following 

address: publicinfo@sec.gov.

You may obtain a copy of the SAI or the Annual or Semi-Annual Reports or make inquiries, without 

charge by calling 1.855.857.2638, visiting www.kraneshares.com, or writing the Trust at 1270 

Avenue of the Americas, 22nd Floor, New York, New York 10020. Additional information about the 

Fund’s investments will be available in the Annual and Semi-Annual Reports. Also, in the Fund’s 

Annual Report, you will fi nd a discussion of the market conditions and investment strategies that 

signifi cantly affected the Fund’s performance during its last fi scal year.

No one has been authorized to give any information or to make any representations not contained 

in this Prospectus or in the Fund’s SAI in connection with the offering of Fund shares. Do not rely 

on any such information or representations as having been authorized by the Fund, Krane or the 

sub-adviser, as applicable. This Prospectus does not constitute an offering by the Fund in any 

jurisdiction where such an offering is not lawful.

The Trust enters into contractual arrangements with various parties, including among others, 

the Fund’s investment adviser, sub-adviser(s) (if applicable), distributor, custodian, and transfer 

agent who provide services to the Fund. Shareholders are not parties to any such contractual 

arrangements or intended benefi ciaries of those contractual arrangements, and those contractual 

arrangements are not intended to create in any shareholder any right to enforce them against the 

service providers or to seek any remedy under them against the service providers, either directly or 

on behalf of the Trust.

This prospectus provides information concerning the Fund that you should consider in determining 

whether to purchase Fund shares. Neither this prospectus nor the SAI is intended, or should be read, 

to be or give rise to an agreement or contract between the Trust, the Trustees, or the Fund and any 

investor, or to give rise to any rights in any shareholder or other person other than any rights under 

federal or state law that may not be waived.

The Trust’s Investment Company Act fi le number is 811-22698.
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