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The Funds seek daily leveraged investment results and are intended to be used as short-term 
trading vehicles. Each Fund attempts to provide daily investment results that correspond to the 
respective long leveraged multiple of the performance of an underlying stock (each a “Leveraged 
Long Fund”).

The Funds are not intended to be used by, and are not appropriate for, investors who do not intend 
to actively monitor and manage their portfolios. The Funds are very different from most mutual 
funds and exchange-traded funds. Investors should note that:

(1)	 The Leveraged Long Funds pursue daily leveraged investment objectives, which 
means that the Funds are riskier than alternatives that do not use leverage because 
the Funds magnify the performance of their underlying stock.

(2)	 Seeking to replicate daily performances of an underlying stock means that the 
return of a Fund for a period longer than a full trading day will be the product of a 
series of daily returns for each trading day during the relevant period.

As a consequence, especially in periods of market volatility, the volatility of the underlying stock 
may affect a Fund’s return as much as, or more than, the return of the underlying stock. Further, the 
return for investors that invest for periods less than a full trading day is likely to be different from an 
underlying stock’s performance for the full trading day. During periods of high volatility, the Funds 
may not perform as expected and the Funds may have losses when an investor may have expected 
gains if the Funds are held for a period that is different than one trading day.

The Funds are not suitable for all investors. The Funds are designed to be utilized only by 
sophisticated investors, such as traders and active investors employing dynamic strategies. 
Investors in the Funds should:

(a)	 understand the risks associated with the use of leverage;

(b)	 understand the consequences of seeking daily leveraged investment results; and

(c)	 intend to actively monitor and manage their investments.

Investors who do not understand the Funds, or do not intend to actively manage their funds and 
monitor their investments, should not buy the Funds.

There is no assurance that any Fund will achieve its investment objective and an investment in a 
Fund could lose money. No single Fund is a complete investment program.

For the Leveraged Long Funds with a 2-time leverage exposure, if the underlying stock referenced 
by a Fund’s underlying stock drops by more than 50% on a given trading day, the Fund’s investors 
could lose all of their money.
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The KraneShares 2x Long BABA Daily ETF (the “Fund”) seeks daily investment results of 2 times 
(200%) the daily percentage change of the ADR of Alibaba Group Holding Limited (NYSE: BABA) 
(the “Underlying Stock”). Because the Fund seeks daily leveraged investment results, it is very 
different from most other exchange-traded funds. It is also riskier than alternatives that do not use 
leverage. The return for investors that invest for periods longer or shorter than a trading day should 
not be expected to be 200% the performance of the Underlying Stock for the period. The return of 
the Fund for a period longer than a trading day will be the result of each trading day’s compounded 
return over the period, which will very likely differ from 200% the return of the Underlying Stock for 
that period. Longer holding periods, higher volatility of the Underlying Stock and leverage increase the 
impact of compounding on an investor’s returns. During periods of higher underlying stock volatility, 
the volatility of the Underlying Stock may affect the Fund’s return as much as, or more than, the return 
of the Underlying Stock.

The Fund is not suitable for all investors. The Fund is designed to be utilized only by knowledgeable 
investors who understand the potential consequences of seeking daily leveraged (2X) investment 
results, understand the risks associated with the use of leverage and are willing to monitor their 
portfolios frequently. The Fund is not intended to be used by, and is not appropriate for, investors 
who do not intend to actively monitor and manage their portfolios. For periods longer than a single 
day, the Fund will lose money if the Underlying Stock’s performance is flat, and it is possible that the 
Fund will lose money even if the Underlying Stock’s performance increases over a period longer than 
a single day. An investor could lose the full principal value of his/her investment within a single day.

Investment Objective

The Fund seeks daily investment results, before fees and expenses, of 2 times (200%) the daily 
percentage change of the ADR of Alibaba Group Holding Limited (NYSE: BABA).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy, hold and sell shares 
of the Fund. You may pay other fees, such as brokerage commissions and other fees to financial 
intermediaries, which are not reflected in the tables and examples below.

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 ��������������������������������������������������������������������������������������������������������������������� 1.25%

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

Other Expenses** ��������������������������������������������������������������������������������������������������������������������� 0.01%

Total Annual Fund Operating Expenses*** ������������������������������������������������������������������������������������� 1.26%

Fee Waiver**** ����������������������������������������������������������������������������������������������������������������������������� 0.27%

Total Annual Fund Operating Expenses After Fee Waiver��������������������������������������������������������������������� 0.99%

*	 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.
***	 The cost of investing in swaps, including the embedded cost of the swap and the operating expenses of the 

referenced assets, is an indirect expense that is not included in the above fee table and is not reflected 
in the expense example. The total indirect cost of investing in swaps, including the embedded cost of the 
swap and the operating expenses of the referenced assets, is estimated to be 1.00% for the fiscal year 
ending March 31, 2025.
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****	The Fund’s investment adviser, Krane Funds Advisors, LLC (“Krane” or “Adviser”), has contractually agreed 
to waive its management fee by 0.27% of the Fund’s average daily net assets (“Fee Waiver”). The Fee Waiver 
will continue until August 1, 2026, 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 reflects the Fee Waiver 
for the period described above. 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

$101 $373

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 
reflected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
Because the Fund has not commenced investment operations prior to the date of this prospectus, it 
does not have portfolio turnover information for the prior fiscal year to report.

Principal Investment Strategies

Under normal circumstances, the Fund invests at least 80% of its net assets (plus any borrowings for 
investment purposes) in the Underlying Stock and financial instruments, such as swap agreements 
and options, that, in combination, provide investment exposure to 2 times (200%) the performance 
of the Underlying Stock.

Generally, the Fund will invest in the Underlying Stock and enter into swap agreements on the 
Underlying Stock as it attempts to replicate 2 times (200%) the daily percentage change of the 
Underlying Stock. The Fund aims to generate 2 times the daily performance of the Underlying Stock 
for a single day. A “single day” is defined as being calculated “from the close of regular trading on one 
trading day to the close on the next trading day.”

The Fund will enter into one or more swap agreements with major financial institutions for a specified 
period ranging from a day to more than one year whereby the Fund and the financial institution will 
agree to exchange the return (or differentials in rates of return) earned or realized on the Underlying 
Stock. The gross return to be exchanged or “swapped” between the parties is calculated with 
respect to a “notional amount,” e.g., the return on or change in value of a particular dollar amount 
representing the Underlying Stock.

The Fund will attempt to achieve its investment objective without regard to overall market movement 
or the increase or decrease of the value of the Underlying Stock. Generally, the Fund pursues its 
investment objective regardless of market conditions and does not generally take defensive positions. 
If the Fund needs to take a temporary defensive position, it may result in the Fund not achieving its 
investment objective.
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The impact of the Underlying Stock’s price movements during the day will affect whether the Fund’s 
portfolio needs to be rebalanced. For example, if the price of the Underlying Stock has risen on a 
given day, net assets of the Fund should rise, meaning  that the Fund’s exposure will need to be 
increased. Conversely,  if the price of the Underlying Stock has fallen on a given day, net assets 
of the Fund should fall, meaning the Fund’s exposure will need to be reduced. This daily rebalancing 
typically results in high portfolio turnover.

The Fund may invest in: (1) government securities, such as bills, notes and bonds issued by the 
U.S. Treasury; (2)  cash and cash equivalents, including money market funds and repurchase 
agreements; (3)  short-term bond funds and exchange-traded funds (“ETFs”), which can include 
affiliated ETFs; and/or (4)  corporate or other non-government fixed-income securities, such as 
commercial paper and other short-term unsecured promissory notes. These may serve as collateral 
for the Fund’s investments in financial instruments, such as swap agreements and options.

The Fund is non-diversified. Due to the Fund’s investment strategies, the Fund will concentrate its 
investment in the particular industry to which its Underlying Stock is assigned (i.e., hold 25% of more 
its total assets in investments that provide exposure to which the Underlying Stock is assigned). As 
of January 31, 2025, the Underlying Stock is assigned to the consumer discretionary sector and the 
consumer discretionary distribution and retail industry.

Because of daily rebalancing and the compounding of each day’s return over time, the return of the 
Fund for periods longer than a single day will be the result of each day’s returns compounded over 
the period, which will very likely differ from 200% of the return of the Underlying Stock over the 
same period. The Fund will lose money if the Underlying Stock’s performance is flat over time. It is 
even possible, due to the result of daily rebalancing, the Underlying Stock’s volatility and the effects 
of compounding, that the Fund will lose money over time while the Underlying Stock’s performance 
increases over a period longer than a single day.

THE FUND, KRANESHARES TRUST, AND KRANE FUNDS ADVISORS, LLC (“KRANE” OR “ADVISER”) 
ARE NOT AFFILIATED WITH THE UNDERLYING STOCK.

Alibaba Group Holding Limited is a Chinese multinational technology company that specializes 
in e-commerce, retail, internet, and technology services. BABA is registered under the Securities 
Exchange Act of 1934, as amended (the “Exchange Act”). Information provided to or filed with the 
Securities and Exchange Commission by Alibaba Group Holding Limited pursuant to the Exchange 
Act can be located by reference to the Securities and Exchange Commission file number 001-36614 
through the Securities and Exchange Commission’s website at www.sec.gov. In addition, information 
regarding Alibaba Group Holding Limited may be obtained from other sources including, but not 
limited to, press releases, newspaper articles and other publicly disseminated documents.

The Fund has derived all disclosures contained in this document regarding Alibaba Group Holding 
Limited (BABA) from the publicly available documents described above. Neither the Fund, the Trust, 
the Adviser nor any affiliate has participated in the preparation of such documents. Neither the 
Fund, the Trust, the Adviser nor any affiliate makes any representation that such publicly available 
documents or any other publicly available information regarding Alibaba Group Holding Limited is 
accurate or complete. Furthermore, the Fund cannot give any assurance that all events occurring 
prior to the date of the prospectus (including events that would affect the accuracy or completeness 
of the publicly available documents described above) that would affect the trading price of BABA 
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have been publicly disclosed. Subsequent disclosure of any such events or the disclosure of, or 
failure to disclose, material future events concerning Alibaba Group Holding Limited could affect 
the value of the Fund’s investments with respect to BABA and therefore the value of the Fund.

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. 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 Fund’s performance, 
net asset value (“NAV”) and trading price, including:

Underlying Stock Risk.  The Underlying Stock is subject to many risks that can negatively impact its 
revenue and viability including, but are not limited to price volatility risk, management risk, inflation 
risk, global economic risk, growth risk, supply and demand risk, operations risk, regulatory risk, 
environmental risk, terrorism risk and the risk of natural disasters. The Underlying Stock performance 
may be affected by trends in commerce, and cloud computing, changes in the economic conditions 
in China and globally, international trade policies, the company’s investment transactions and 
changes in governmental regulations. The Fund’s daily returns may be affected by many factors but 
will depend on the performance and volatility of the Underlying Stock.

Alibaba Group Holding Limited Investing Risk.  Issuer-specific attributes may cause an 
investment held by the Fund to be more volatile than the market generally. The value of an individual 
security or particular type of security may be more volatile than the market as a whole and may 
perform differently from the value of the market as a whole. As of the date of this prospectus, 
in addition to the risks associated with companies in the technology sector, BABA faces risks 
associated with: the highly competitive nature of the e-commerce industry; economic and market 
uncertainty; reductions in demand for its products; potential concentration of revenues in a few large 
clients; geopolitical events and pandemics; adequate protection of technology or other intellectual 
property; exchange rates; reliance on third parties to manufacture products; possible shortages of 
equipment or materials needed to manufacture products; cybersecurity attacks and data breaches; 
system failures or outages; potential incompatibility of product with some or all industry standard 
software and hardware; increases in costs; adverse government regulations; regulatory compliance 
costs; litigation; taxes; indebtedness; and the ability to attract and retain high quality talent.

Indirect Investment Risk.  Alibaba Group Holding Limited is not affiliated with the Trust, the Adviser 
or any affiliates thereof and is not involved with this offering in any way, and has no obligation to 
consider the Fund in taking any corporate actions that might affect the value of the Fund. The Trust, the 
Fund and any affiliate are not responsible for the performance of BABA and make no representation 
as to the performance of BABA. Investing in the Fund is not equivalent to investing in BABA. Fund 
shareholders will not have voting rights or rights to receive dividends or other distributions or any 
other rights with respect to BABA.
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Effects of Compounding and Market Volatility Risk.  The Fund seeks daily investment results, before 
fees and expenses, of 2 times (200%) the daily percentage change of the Underlying Stock and the 
Fund’s performance for periods greater than a trading day will be the result of each day’s returns 
compounded over the period, which is very likely to differ from the Underlying Stock’s performance, 
before fees and expenses. Compounding affects all investments but has a more significant impact 
on funds that aims to replicate leverage daily returns. For a fund aiming to replicate 2 times the 
daily performance of an Underlying Stock, if adverse daily performance of the Underlying Stock 
reduces the amount of a shareholder’s investment, any further adverse daily performance will lead 
to a smaller dollar loss because the shareholder’s investment had already been reduced by the prior 
adverse performance. Equally, however, if the favorable daily performance of the Underlying Stock 
increases the amount of a shareholder’s investment, the dollar amount lost due to future adverse 
performance will increase because the shareholder’s investment has increased.

The effect of compounding becomes pronounced as the Underlying Stock volatility and the holding 
period increase. The impact of compounding will impact each shareholder differently depending on 
the period of time an investment in the Fund is held and the volatility of the Underlying Stock during 
the shareholder’s holding period of an investment in the Fund.

The chart below provides examples of how Underlying Stock volatility could affect the Fund’s 
performance. Fund performance for periods greater than one single day can be estimated given 
any set of assumptions for the following factors: a) Underlying Stock volatility; b) Underlying Stock’s 
performance; c) period of time; d) financing rates associated with leveraged exposure; e) other 
Fund expenses; and f) the Underlying Stock’s dividends. The chart below illustrates the impact of 
two principal factors — Underlying Stock volatility and performance — on Fund performance. The 
chart shows estimated Fund returns for a number of combinations of Underlying Stock volatility 
and performance over a one-year period. Performance shown in the chart assumes that (i)  there 
were no Fund expenses; and (ii) borrowing rates (needed to obtain a leveraged long exposure) of 
0%. If Fund expenses and/or actual borrowing/lending rates were reflected, the estimated returns 
would be lower than those shown. Particularly during periods of higher Underlying Stock volatility, 
compounding will cause results for periods longer than a trading day to vary from the performance 
of the Underlying Stock.

As shown in the chart below, the Fund would be expected to lose 6.0% if the Underlying Stock 
provided no return over a one-year period during which the Underlying Stock experienced annualized 
volatility of 25%. At higher ranges of volatility, there is a chance of a significant loss of value in the 
Fund, even if the Underlying Stock return is flat.

For instance, if the Underlying Stock annualized volatility is 100%, the Fund would be expected 
to lose 63.3% of its value, even if the cumulative Underlying Stock return for the year was 0%. 
Areas shaded red (or dark gray) represent those scenarios where the Fund can be expected to 
return less than 200% of the performance of the Underlying Stock and those shaded green (or light 
gray) represent those scenarios where the Fund can be expected to return more than 200% of the 
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performance of the Underlying Stock. The Fund’s actual returns may be significantly better or worse 
than the returns shown below as a result of any of the factors discussed above or in “Tracking Error 
Risk” below.

One Year
Performance of the
Underlying Stock

200% of One Year
Performance of the
Underlying Stock

Volatility of the Underlying Stock (annualized)

10% 25% 50% 75% 100% 125% 150%

-95% -190% -99.8% -99.8% -99.8% -99.9% -99.9% -100.0% -100.0%

-90% -180% -99.0% -99.1% -99.2% -99.4% -99.6% -99.8% -99.9%

-80% -160% -96.1% -96.3% -96.9% -97.8% -98.6% -99.2% -99.6%

-70% -140% -91.1% -91.6% -93.0% -94.9% -96.7% -98.2% -99.1%

-60% -120% -84.2% -85.0% -87.6% -91.0% -94.2% -96.7% -98.4%

-50% -100% -75.3% -76.6% -80.6% -85.8% -90.9% -94.8% -97.4%

-40% -80% -64.4% -66.2% -72.0% -79.6% -86.9% -92.5% -96.3%

-30% -60% -51.5% -54.0% -61.9% -72.2% -82.1% -89.8% -94.9%

-20% -40% -36.7% -39.9% -50.2% -63.6% -76.5% -86.7% -93.4%

-10% -20% -19.8% -23.9% -36.9% -53.9% -70.3% -83.1% -91.6%

0% 0% -1.0% -6.1% -22.1% -43.1% -63.3% -79.1% -89.6%

10% 20% 19.8% 13.7% -5.8% -31.1% -55.5% -74.7% -87.4%

20% 40% 42.6% 35.3% 12.2% -17.9% -47.1% -69.9% -84.9%

30% 60% 67.3% 58.7% 31.6% -3.7% -37.8% -64.6% -82.3%

40% 80% 94.0% 84.1% 52.7% 11.7% -27.9% -59.0% -79.4%

50% 100% 122.6% 111.3% 75.2% 28.3% -17.2% -52.9% -76.4%

60% 120% 153.2% 140.3% 99.4% 46.0% -5.7% -46.3% -73.1%

70% 140% 185.8% 171.3% 125.0% 64.8% 6.4% -39.4% -69.6%

80% 160% 220.4% 204.0% 152.2% 84.7% 19.3% -32.0% -65.9%

90% 180% 256.8% 238.7% 181.0% 105.8% 33.0% -24.2% -62.0%

95% 190% 275.8% 256.7% 196.0% 116.8% 40.1% -20.2% -59.9%

100% 200% 295.3% 275.2% 211.3% 128.0% 47.4% -16.0% -57.8%

The Underlying Stock’s annualized historical volatility rate for the five-year period ended December 31, 
2024, was 49.54%. During this five-year period, the Underlying Stock’s highest volatility rate over a 
12-month period was 76.12% and volatility for a shorter period of time may have been substantially 
higher. The Underlying Stock’s annualized performance for the five-year period ended December 31, 
2024, was -16.16%. Historical volatility and performance are not indications of what the Underlying 
Stock volatility and performance will be in the future. The volatility of instruments that reflect the 
value of the Underlying Stock, such as swaps, may differ from the volatility of the Underlying Stock.

Correlation Risk.  A number of factors may affect the Fund’s ability to achieve a high degree of 
correlation with Underlying Stock, and there is no guarantee that the Fund will achieve a high 
degree of correlation. Failure to achieve a high degree of correlation may prevent the Fund from 
achieving its investment objective, and the percentage change of the Fund’s NAV each day may differ, 
perhaps significantly in amount, and possibly even direction, from 200% of the percentage change 
of Underlying Stock on such day.

In order to achieve a high degree of correlation with Underlying Stock, the Fund seeks to rebalance 
its portfolio daily to keep exposure consistent with its investment objective. Being materially under- or 
overexposed to Underlying Stock may prevent the Fund from achieving a high degree of correlation 
with Underlying Stock and may expose the Fund to greater leverage risk. Market disruptions or 
closure, regulatory restrictions, market volatility, illiquidity in the markets for the financial instruments 
in which the Fund invests, and other factors will adversely affect the Fund’s ability to adjust exposure 
to requisite levels. The target amount of portfolio exposure is impacted dynamically by Underlying 
Stock’s movements, including intraday movements. Because of this, it is unlikely that the Fund will 
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have perfect 200% exposure during the day or at the end of each day and the likelihood of being 
materially under- or overexposed is higher on days when Underlying Stock is volatile, particularly 
when Underlying Stock is volatile at or near the close of the trading day.

A number of other factors may also adversely affect the Fund’s correlation with Underlying Stock, 
including fees, expenses, transaction costs, financing costs associated with the use of derivatives, 
income items, valuation methodology, accounting standards and disruptions or illiquidity in the 
markets for the securities or financial instruments in which the Fund invests. The Fund may take or 
refrain from taking positions in order to improve tax efficiency, comply with regulatory restrictions, or 
for other reasons, each of which may negatively affect the Fund’s correlation with Underlying Stock. 
The Fund may also be subject to large movements of assets into and out of the Fund, potentially 
resulting in the Fund being under- or overexposed to Underlying Stock. Additionally, the Fund’s 
underlying investments and/or reference assets may trade on markets that may not be open on the 
same day as the Fund, which may cause a difference between the changes in the daily performance 
of the Fund and changes in the performance of Underlying Stock. Any of these factors could decrease 
correlation between the performance of the Fund and Underlying Stock and may hinder the Fund’s 
ability to meet its daily investment objective on or around that day.

Leverage Risk.  The Fund obtains investment exposure in excess of its net assets by utilizing leverage 
and may lose more money in market conditions that are adverse to its investment objective than a 
fund that does not utilize leverage. An investment in the Fund is exposed to the risk that a decline in 
the daily performance of the Underlying Stock will be magnified. This means that an investment in the 
Fund will be reduced by an amount equal to 2% for every 1% daily decline in the Underlying Stock, 
not including the costs of financing leverage and other operating expenses, which would further 
reduce its value. The Fund could theoretically lose an amount greater than its net assets in the event 
the Underlying Stock declines more than 50%. Leverage will also have the effect of magnifying any 
differences in the Fund performance’s correlation with the Underlying Stock.

Due to the limited availability of necessary investments or financial instruments, the Fund could, 
among other things, as a defensive measure, limit or suspend creations or redemptions of Creation 
Units until the adviser determines that the requisite exposure to the Underlying Stock is obtainable. 
During the period that creation or redemptions are affected, the Fund’s shares could trade at a 
significant premium or discount to their net asset value or the bid-ask spread of the Fund’s shares 
could widen significantly. In the case of a period during which creations are suspended, the Fund 
could experience significant redemptions, which may cause the Fund to sell portfolio securities at 
unfavorable prices and increased transaction and other costs and make greater taxable distributions 
to shareholders of the Fund.

On-Line Business Services and Retail Company Risks.  The performance of the Underlying Stock, 
and consequently the Fund’s performance, is subject to the risks of the online retail company sector. 
Companies that operate in the online marketplace and retail segments are subject to fluctuating 
consumer demand. Unlike traditional brick and mortar retailers, online marketplaces and retailers 
must assume shipping costs or pass such costs to consumers. Consumer access to price information 
for the same or similar products may cause companies that operate in the online marketplace and 
retail segments to reduce profit margins in order to compete. Due to the nature of their business 
models, companies that operate in the online marketplace and retail segments may also be subject 
to heightened cyber security risk, including the risk of theft or damage to vital hardware, software 
and information systems. The loss or public dissemination of sensitive customer information or other 
proprietary data may negatively affect the financial performance of such companies to a greater 
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extent than traditional brick and mortar retailers. As a result of such companies being web-based and 
the fact that they process, store, and transmit large amounts of data, including personal information, 
for their customers, failure to prevent or mitigate data loss or other security breaches, including 
breaches of vendors’ technology and systems, could expose companies that operate in the online 
marketplace and retail segments or their customers to a risk of loss or misuse of such information, 
adversely affect their operating results, result in litigation or potential liability, and otherwise harm 
their businesses.

Concentration Risk.  The Fund’s assets are expected to be concentrated in the particular industry 
to which its Underlying Stock is assigned. The securities of companies in an industry or group of 
industries could react similarly to market developments. Thus, the Fund is subject to loss due to 
adverse occurrences that affect one industry or group of industries or sector. While the Fund’s sector 
and industry exposure may vary over time based on the particular industry to which its Underlying 
Stock is assigned, the Fund is currently subject to the principal risks described below.

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, competition and consumer confidence. 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.

Consumer Discretionary Distribution and Retail Industry Risk.  Retail and related industries 
can be significantly affected by the performance of the domestic and international economy, consumer 
confidence and spending, intense competition, changes in demographics, and changing consumer 
tastes and preferences. In addition, the retail industry is highly competitive and a company’s success 
can be tied to its ability to anticipate changing consumer tastes.

China Risk.  The Chinese economy is generally considered an emerging market and can be 
significantly affected by economic and political conditions in China (“China” or the “PRC”) and 
surrounding Asian countries and may demonstrate significantly higher volatility from time to time 
in comparison to developed markets. China may be subject to considerable degrees of economic, 
political and social instability. Over the last few decades, the Chinese government has undertaken 
reform of economic and market practices and has expanded the sphere of private ownership of 
property in China. However, Chinese markets generally continue to experience inefficiency, volatility 
and pricing anomalies resulting from governmental influence, a lack of publicly available information 
and/or political and social instability. Chinese companies are also subject to the risk that Chinese 
authorities can intervene in their operations and structure. In addition, the Chinese economy is 
export-driven and highly reliant on trading with key partners. 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 RMB is not freely convertible, but 
rather is subject to approval of PRC authorities. Although Chinese authorities have indicated an 
intent to move to a freely convertible RMB, there is no assurance that repatriation restrictions will 
not continue. 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. Recent developments in relations between the United States and China 



9

Fund Summary
KraneShares 2x Long BABA Daily ETF

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 
significant 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 significant levels of debt and Chinese financial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a financial crisis, freeze Chinese 
debt and finance markets and make Chinese securities illiquid.

In addition, trade relations between the U.S. and China have been strained. Worsening trade relations 
between the two countries could adversely impact the Fund, particularly to the extent that the Chinese 
government restricts foreign investments in on-shore Chinese companies or the U.S. government 
restricts investments by U.S. investors in China. Worsening trade relations may also result in market 
volatility and volatility in the price of Fund shares.

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.

The tax laws and regulations in China are somewhat unclear and are subject to change, possibly with 
retroactive effect. The interpretation, application and enforcement of such laws and regulations by 
the applicable authorities may vary over time and from region to region, and could have an adverse 
effect on the Fund and its shareholders, particularly in relation to tax imposed upon foreign investors’ 
capital gains. Uncertainties in Chinese tax rules could result in unexpected tax liabilities for the Fund.

Counterparty Risk.  A counterparty (the other party to a transaction or an agreement or the party with 
whom the Fund executes transactions) to a transaction with the Fund may be unable or unwilling 
to make timely principal, interest or settlement payments, or otherwise honor its obligations. If this 
occurs, it could result in a reduction in the NAV of the Fund and could impair the Fund’s ability to 
achieve its investment objective. The counterparty risk associated with the Fund’s investments will 
be greater if the Fund uses only a limited number of counterparties. If there are only a couple of 
potential counterparties, the Fund, subject to applicable law, may enter into transactions with as few 
as one counterparty at any time.

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 and may cause the Fund to be more volatile. Derivatives 
may at times be highly illiquid, and the Fund may not be able to close out or sell a derivative at a 
particular time or at an anticipated price. Derivatives can be difficult to value and valuation may be 
more difficult in times of market turmoil. There may be imperfect correlation between the derivative 
and that of the reference asset, resulting in unexpected returns that could materially adversely affect 
the Fund. Certain derivatives (such as swaps and options) 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 make required payments or otherwise comply with the terms of derivative. 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. That risk is generally thought to be greater with 
over-the-counter (OTC) derivatives than with derivatives that are exchange traded or centrally cleared. 
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Counterparty risks are compounded by the fact that there are only a limited number of ways available 
to invest in certain reference assets and, therefore, there may be few counterparties to swaps or 
options based on those reference assets.

Swap Risk.  Swaps are subject to tracking risk because they may not be perfect substitutes 
for the instruments they are intended to hedge or replace. Over the counter swaps are subject to 
counterparty default. Leverage inherent in derivatives will tend to magnify the Fund’s losses.

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

Authorized Participants Concentration Risk.  The Fund has a limited number of financial 
institutions that may act as Authorized Participants. To the extent they exit the business or are 
otherwise unable to proceed in creation and redemption transactions with the Fund and no other 
Authorized Participant is able to step forward to create or redeem, shares of the Fund may be more 
likely to trade at a premium or discount to NAV and possibly face trading halts or delisting. Authorized 
Participant concentration risk may be heightened for ETFs, such as the Fund, that invest in securities 
issued by non-U.S. issuers or other securities or instruments that have lower trading volumes.

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-efficient 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. Cash transactions 
may involve considerable transaction expenses and taxes, including brokerage fees, that might not 
have occurred if the Fund utilized in-kind transactions. To the extent any costs associated with cash 
transactions are not offset by any transaction fees payable by an Authorized Participant, the Fund’s 
performance could be negatively impacted.

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 fixed amount and may be a significant 
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.

New Fund Risk.  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.
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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., default on its obligations). A downgrade or default on 
securities held by the Fund could adversely affect the Fund’s performance. Generally, the longer the 
maturity and the lower the credit quality of a security, the more sensitive it is to credit risk. Interest 
rate risk refers to fluctuations 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 may continue increasing, thereby heightening the 
risks associated with rising interest rates.

High Portfolio Turnover Risk.  Daily rebalancing of the Fund’s holdings pursuant to its daily investment 
objective causes a much greater number of portfolio transactions when compared to most ETFs. 
Additionally, active secondary market trading of the Fund’s shares could cause more frequent creation 
and redemption activities, which would increase the number of portfolio transactions. High levels of 
portfolio transactions may cause higher transaction costs because of increased broker commissions 
resulting from such transactions and increased taxable capital gains. The Fund calculates portfolio 
turnover without including the short-term cash instruments or derivative transactions that comprise 
most of the Fund’s trading. As such, if the Fund’s extensive use of derivative instruments were 
reflected, the calculated portfolio turnover rate would be significantly higher.

Management Risk.  The Fund is actively-managed and may not meet its investment objective based 
on Krane’s success or failure to implement investment strategies for the Fund. Krane’s evaluations 
and assumptions regarding investments, markets, trends, and other factors may not successfully 
achieve the Fund’s investment objective given actual market conditions.

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, including those in foreign countries, could cause volatility in global 
financial markets, negative sentiment and higher levels of Fund redemptions, which could have 
a negative impact on the Fund and could result in losses. Geopolitical and other risks, including 
environmental and public health risks may add to instability in world economies and markets 
generally. Changes in value may be temporary or may last for extended periods and can occur 
suddenly and unexpectedly. Further, the Fund is susceptible to the risk that certain investments may 
be difficult or impossible to sell at a favorable time or price. Market developments may also cause 
the Fund’s investments to become less liquid and subject to erratic price movements.

Non-Diversified Fund Risk.  Because the Fund is non-diversified and may invest a greater portion of 
its assets in fewer issuers than a diversified fund, changes in the market value of a single portfolio 
holding could cause greater fluctuations in the Fund’s share price than would occur in a diversified 
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.

Rebalancing Risk.  If for any reason the Fund is unable to rebalance all or a portion of its portfolio, 
or if all or a portion of the portfolio is rebalanced incorrectly, the Fund’s investment exposure may not 
be consistent with the Fund’s investment objective. In these instances, the Fund may have investment 
exposure to the Underlying Stock that is significantly greater or less than its stated multiple. As a 
result, the Fund may be more exposed to leverage risk than if it had been properly rebalanced and 
may not achieve its investment objective.
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Trading Halt Risk.  Although the Underlying Stock’s shares are listed for trading on an exchange, 
there can be no assurance that an active trading market for such shares will be available at all times 
and the exchange may halt trading of such shares in certain circumstances. A halt in trading in the 
Underlying Stock’s shares is expected, in turn, to result in a halt in the trading in the Fund’s shares. 
Trading in the Underlying Stock’s and/or Fund’s shares on the exchange may be halted due to market 
conditions or for reasons that, in the view of the exchange, make trading in the Underling Stock’s 
and/or Fund’s shares inadvisable. In addition, trading in Underlying Stock’s and/or Fund’s shares 
on an exchange is subject to trading halts caused by extraordinary market volatility pursuant to 
exchange “circuit breaker” rules. In the event of a trading halt for an extended period of time, the Fund 
may be unable to execute arrangements with swap counterparties that are necessary to implement 
the Fund’s investment strategy.

Tracking Error Risk.  Tracking error is the divergence of the Fund’s performance from that of its 
investment objective which aims to replicate 2 times the daily percentage change of the Underlying 
Stock. The performance of the Fund may diverge from that of its investment objective for a number 
of reasons. Tracking error may occur because of transaction costs, the Fund’s holding of cash, 
differences in accrual of dividends, being under- or overexposed to the Underlying Stock or the need 
to meet new or existing regulatory requirements. Tracking error risk may be heightened during times 
of market volatility or other unusual market conditions. The Fund may be required to deviate from 
its investment objective as a result of market restrictions or other legal reasons, including regulatory 
limits or other restrictions on securities that may be purchased by the Adviser and its affiliates.

Tax Risk.  In order to qualify for the favorable tax treatment available to regulated investment 
companies, the Fund must satisfy certain income, asset diversification and distribution requirements 
each year. The Fund’s pursuit of its investment strategy will potentially be limited by the Fund’s 
intention to qualify for such treatment and could adversely affect the Fund’s ability to so qualify. The 
Fund may make certain investments, the treatment of which for these purposes is unclear. The Fund’s 
investments in issuers whose control persons are not certain creates a risk that tax authorities may 
retrospectively deem the Fund to have failed the asset diversification requirements. If the Fund were 
to fail the favorable tax treatment requirements, it would be taxed in the same manner as an ordinary 
corporation, which would adversely affect its performance.

Cash and Cash Equivalents Risk.  The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. 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.

Operational and Cybersecurity Risk.  The Fund, Krane, its service providers and your ability to transact 
with the Fund may be negatively impacted due to operational matters arising from, among other 
problems, human errors, systems and technology disruptions or failures, or cybersecurity incidents. 
Cybersecurity incidents may allow an unauthorized party to gain access to fund assets, customer 
data, or proprietary information, or cause the Fund or its service providers, as well as the securities 
trading venues and their service provides, to suffer data corruption or lose operational functionality. 
It is not possible for Krane or the other Fund service providers to identify all of the cybersecurity or 
other operational risks that may affect the Fund or to develop processes and controls to completely 
eliminate or mitigate their occurrence or effects.
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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 (“Krane” or “Adviser”) serves as the investment adviser to the Fund.

Portfolio Managers

James Maund, Head of Capital Markets at the Adviser, has served as the lead portfolio manager of 
the Fund since the Fund’s inception. Jonathan Shelon, Chief Operating Officer of the Adviser, supports 
Mr. Maund and Krane’s investment team for the Fund and has been a portfolio manager of the Fund 
since the Fund’s inception.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in a large specified number of Shares 
each called a “Creation Unit,” 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). An investor may incur costs 
attributable to the difference between the highest price a buyer is willing to pay to purchase shares of 
the Fund (bid) and the lowest price a seller is willing to accept for shares of the Fund (ask) when buying 
or selling shares in the secondary market (the “bid-ask spread”). Most investors will incur customary 
brokerage commissions and charges when buying or selling shares of the Fund through a broker-dealer.

Recent information regarding the Fund, including its NAV, market price, premiums and discounts, and 
bid ask spreads, are available on the Fund’s website at www.kraneshares.com.

Tax Information

Fund distributions are generally taxable as ordinary income, qualified 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 financial 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 conflict of interest by influencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your financial intermediary’s website for more information.
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The KraneShares 2x Long PDD Daily ETF (the “Fund”) seeks daily investment results of 2 times 
(200%) the daily percentage change of the ADR of PDD Holdings Inc. (NASDAQ: PDD) (the 
“Underlying Stock”). Because the Fund seeks daily leveraged investment results, it is very different 
from most other exchange-traded funds. It is also riskier than alternatives that do not use leverage. 
The return for investors that invest for periods longer or shorter than a trading day should not be 
expected to be 200% the performance of the Underlying Stock for the period. The return of the Fund 
for a period longer than a trading day will be the result of each trading day’s compounded return over 
the period, which will very likely differ from 200% the return of the Underlying Stock for that period. 
Longer holding periods, higher volatility of the Underlying Stock and leverage increase the impact 
of compounding on an investor’s returns. During periods of higher underlying stock volatility, the 
volatility of the Underlying Stock may affect the Fund’s return as much as, or more than, the return 
of the Underlying Stock.

The Fund is not suitable for all investors. The Fund is designed to be utilized only by knowledgeable 
investors who understand the potential consequences of seeking daily leveraged (2X) investment 
results, understand the risks associated with the use of leverage and are willing to monitor their 
portfolios frequently. The Fund is not intended to be used by, and is not appropriate for, investors 
who do not intend to actively monitor and manage their portfolios. For periods longer than a single 
day, the Fund will lose money if the Underlying Stock’s performance is flat, and it is possible that the 
Fund will lose money even if the Underlying Stock’s performance increases over a period longer than 
a single day. An investor could lose the full principal value of his/her investment within a single day.

Investment Objective

The Fund seeks daily investment results, before fees and expenses, of 2 times (200%) the daily 
percentage change of the ADR of PDD Holdings Inc. (NASDAQ: PDD).

Fees and Expenses of the Fund

The following table describes the fees and expenses you may pay if you buy, hold and sell shares 
of the Fund. You may pay other fees, such as brokerage commissions and other fees to financial 
intermediaries, which are not reflected in the tables and examples below.

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 ��������������������������������������������������������������������������������������������������������������������� 1.25%

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

Other Expenses** ��������������������������������������������������������������������������������������������������������������������� 0.01%

Total Annual Fund Operating Expenses*** ������������������������������������������������������������������������������������� 1.26%

*	 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.
***	 The cost of investing in swaps, including the embedded cost of the swap and the operating expenses of the 

referenced assets, is an indirect expense that is not included in the above fee table and is not reflected 
in the expense example. The total indirect cost of investing in swaps, including the embedded cost of the 
swap and the operating expenses of the referenced assets, is estimated to be 1.00% for the fiscal year 
ending March 31, 2025.
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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. 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

$128 $400

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 
reflected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
Because the Fund has not commenced investment operations prior to the date of this prospectus, it 
does not have portfolio turnover information for the prior fiscal year to report.

Principal Investment Strategies

Under normal circumstances, the Fund invests at least 80% of its net assets (plus any borrowings for 
investment purposes) in the Underlying Stock and financial instruments, such as swap agreements 
and options, that, in combination, provide investment exposure to 2 times (200%) the performance 
of the Underlying Stock.

Generally, the Fund will invest in the Underlying Stock and enter into swap agreements on the 
Underlying Stock as it attempts to replicate 2 times (200%) the daily percentage change of the 
Underlying Stock. The Fund aims to generate 2 times the daily performance of the Underlying Stock 
for a single day. A “single day” is defined as being calculated “from the close of regular trading on one 
trading day to the close on the next trading day.”

The Fund will enter into one or more swap agreements with major financial institutions for a specified 
period ranging from a day to more than one year whereby the Fund and the financial institution will 
agree to exchange the return (or differentials in rates of return) earned or realized on the Underlying 
Stock. The gross return to be exchanged or “swapped” between the parties is calculated with 
respect to a “notional amount,” e.g., the return on or change in value of a particular dollar amount 
representing the Underlying Stock.

The Fund will attempt to achieve its investment objective without regard to overall market movement 
or the increase or decrease of the value of the Underlying Stock. Generally, the Fund pursues its 
investment objective regardless of market conditions and does not generally take defensive positions. 
If the Fund needs to take a temporary defensive position, it may result in the Fund not achieving its 
investment objective.

The impact of the Underlying Stock’s price movements during the day will affect whether the Fund’s 
portfolio needs to be rebalanced. For example, if the price of the Underlying Stock has risen on a 
given day, net assets of the Fund should rise, meaning  that the Fund’s exposure will need to be 
increased. Conversely,  if the price of the Underlying Stock has fallen on a given day, net assets 
of the Fund should fall, meaning the Fund’s exposure will need to be reduced. This daily rebalancing 
typically results in high portfolio turnover.
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The Fund may invest in: (1) government securities, such as bills, notes and bonds issued by the U.S. 
Treasury; (2) cash and cash equivalents, including money market funds and repurchase agreements; 
(3) short-term bond funds and exchange-traded funds (“ETFs”), which can include affiliated ETFs; 
and/or (4) corporate or other non-government fixed-income securities, such as commercial paper 
and other short-term unsecured promissory notes. These may serve as collateral for the Fund’s 
investments in financial instruments, such as swap agreements and options.

The Fund is non-diversified. Due to the Fund’s investment strategies, the Fund will concentrate its 
investment in the particular industry to which its Underlying Stock is assigned (i.e., hold 25% of more 
its total assets in investments that provide exposure to which the Underlying Stock is assigned). As 
of January 31, 2025, the Underlying Stock is assigned to the consumer discretionary sector and the 
consumer discretionary distribution and retail industry.

Because of daily rebalancing and the compounding of each day’s return over time, the return of the 
Fund for periods longer than a single day will be the result of each day’s returns compounded over 
the period, which will very likely differ from 200% of the return of the Underlying Stock over the 
same period. The Fund will lose money if the Underlying Stock’s performance is flat over time. It is 
even possible, due to the result of daily rebalancing, the Underlying Stock’s volatility and the effects 
of compounding, that the Fund will lose money over time while the Underlying Stock’s performance 
increases over a period longer than a single day.

THE FUND, KRANESHARES TRUST, AND KRANE FUNDS ADVISORS, LLC (“KRANE” OR “ADVISER”) 
ARE NOT AFFILIATED WITH THE UNDERLYING STOCK.

PDD Holdings Inc. is a multinational commerce group that owns and operates a diverse portfolio 
of businesses. The company provides an e-commerce platform, which offers a wide selection of 
merchandise and promotes an interactive shopping experience through its team purchase model. 
PDD is registered under the Securities Exchange Act of 1934, as amended (the “Exchange Act”). 
Information provided to or filed with the Securities and Exchange Commission by PDD Holdings 
Inc. pursuant to the Exchange Act can be located by reference to the Securities and Exchange 
Commission file number 001-38591 through the Securities and Exchange Commission’s website 
at www.sec.gov. In addition, information regarding PDD Holdings Inc. may be obtained from 
other sources including, but not limited to, press releases, newspaper articles and other publicly 
disseminated documents.

The Fund has derived all disclosures contained in this document regarding PDD Holdings Inc. 
(PDD) from the publicly available documents described above. Neither the Fund, the Trust, the 
Adviser nor any affiliate has participated in the preparation of such documents. Neither the Fund, 
the Trust, the Adviser nor any affiliate makes any representation that such publicly available 
documents or any other publicly available information regarding PDD Holdings Inc. is accurate or 
complete. Furthermore, the Fund cannot give any assurance that all events occurring prior to the 
date of the prospectus (including events that would affect the accuracy or completeness of the 
publicly available documents described above) that would affect the trading price of PDD have 
been publicly disclosed. Subsequent disclosure of any such events or the disclosure of, or failure to 
disclose, material future events concerning PDD Holdings Inc. could affect the value of the Fund’s 
investments with respect to PDD and therefore the value of the Fund.
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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. 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 Fund’s performance, 
net asset value (“NAV”) and trading price, including:

Underlying Stock Risk.  The Underlying Stock is subject to many risks that can negatively impact its 
revenue and viability including, but are not limited to price volatility risk, management risk, inflation 
risk, global economic risk, growth risk, supply and demand risk, operations risk, regulatory risk, 
environmental risk, terrorism risk and the risk of natural disasters. The Underlying Stock is subject 
to intense competition from other major e-ecommerce operators, traditional and brick-and-mortar 
retailers, and major internet companies that are in the process of initiating their e-commerce 
businesses. The Underlying Stock performance may be affected by trends in e-commerce and 
changes in the economic conditions in China and globally, international trade policies, the company’s 
investment transactions and changes in governmental regulations. The Fund’s daily returns may be 
affected by many factors but will depend on the performance and volatility of the Underlying Stock.

PDD Holdings Inc. Investing Risk.  Issuer-specific attributes may cause an investment held by the 
Fund to be more volatile than the market generally. The value of an individual security or particular 
type of security may be more volatile than the market as a whole and may perform differently 
from the value of the market as a whole. As of the date of this prospectus, in addition to the risks 
associated with companies in the consumer discretionary sector, PDD faces risks associated 
with: the highly competitive nature of the e-commerce industry; economic and market uncertainty; 
reductions in demand for its products; potential concentration of revenues in a few large clients; 
geopolitical events and pandemics; adequate protection of technology or other intellectual property; 
exchange rates; reliance on third parties to manufacture products; possible shortages of equipment 
or materials needed to manufacture products; cybersecurity attacks and data breaches; system 
failures or outages; potential incompatibility of product with some or all industry standard software 
and hardware; increases in costs; adverse government regulations; regulatory compliance costs; 
litigation; taxes; indebtedness; and the ability to attract and retain high quality talent.

Indirect Investment Risk.  PDD Holdings Inc. is not affiliated with the Trust, the Adviser or any affiliates 
thereof and is not involved with this offering in any way, and has no obligation to consider the Fund 
in taking any corporate actions that might affect the value of the Fund. The Trust, the Fund and any 
affiliate are not responsible for the performance of PDD and make no representation as to the 
performance of PDD. Investing in the Fund is not equivalent to investing in PDD. Fund shareholders 
will not have voting rights or rights to receive dividends or other distributions or any other rights with 
respect to PDD.
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Effects of Compounding and Market Volatility Risk.  The Fund seeks daily investment results, before 
fees and expenses, of 2 times (200%) the daily percentage change of the Underlying Stock and the 
Fund’s performance for periods greater than a trading day will be the result of each day’s returns 
compounded over the period, which is very likely to differ from the Underlying Stock’s performance, 
before fees and expenses. Compounding affects all investments but has a more significant impact 
on funds that aims to replicate leverage daily returns. For a fund aiming to replicate 2 times the 
daily performance of an Underlying Stock, if adverse daily performance of the Underlying Stock 
reduces the amount of a shareholder’s investment, any further adverse daily performance will lead 
to a smaller dollar loss because the shareholder’s investment had already been reduced by the prior 
adverse performance. Equally, however, if the favorable daily performance of the Underlying Stock 
increases the amount of a shareholder’s investment, the dollar amount lost due to future adverse 
performance will increase because the shareholder’s investment has increased.

The effect of compounding becomes pronounced as the Underlying Stock volatility and the holding 
period increase. The impact of compounding will impact each shareholder differently depending on 
the period of time an investment in the Fund is held and the volatility of the Underlying Stock during 
the shareholder’s holding period of an investment in the Fund.

The chart below provides examples of how Underlying Stock volatility could affect the Fund’s 
performance. Fund performance for periods greater than one single day can be estimated given 
any set of assumptions for the following factors: a) Underlying Stock volatility; b) Underlying Stock’s 
performance; c) period of time; d) financing rates associated with leveraged exposure; e) other 
Fund expenses; and f) the Underlying Stock’s dividends. The chart below illustrates the impact of 
two principal factors — Underlying Stock volatility and performance — on Fund performance. The 
chart shows estimated Fund returns for a number of combinations of Underlying Stock volatility 
and performance over a one-year period. Performance shown in the chart assumes that (i)  there 
were no Fund expenses; and (ii) borrowing rates (needed to obtain a leveraged long exposure) of 
0%. If Fund expenses and/or actual borrowing/lending rates were reflected, the estimated returns 
would be lower than those shown. Particularly during periods of higher Underlying Stock volatility, 
compounding will cause results for periods longer than a trading day to vary from the performance 
of the Underlying Stock.

As shown in the chart below, the Fund would be expected to lose 6.0% if the Underlying Stock 
provided no return over a one-year period during which the Underlying Stock experienced annualized 
volatility of 25%. At higher ranges of volatility, there is a chance of a significant loss of value in the 
Fund, even if the Underlying Stock return is flat.

For instance, if the Underlying Stock annualized volatility is 100%, the Fund would be expected 
to lose 63.3% of its value, even if the cumulative Underlying Stock return for the year was 0%. 
Areas shaded red (or dark gray) represent those scenarios where the Fund can be expected to 
return less than 200% of the performance of the Underlying Stock and those shaded green (or light 
gray) represent those scenarios where the Fund can be expected to return more than 200% of the 
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performance of the Underlying Stock. The Fund’s actual returns may be significantly better or worse 
than the returns shown below as a result of any of the factors discussed above or in “Tracking Error 
Risk” below.

One Year
Performance of the
Underlying Stock

200% of One Year
Performance of the
Underlying Stock

Volatility of the Underlying Stock (annualized)

10% 25% 50% 75% 100% 125% 150%

-95% -190% -99.8% -99.8% -99.8% -99.9% -99.9% -100.0% -100.0%

-90% -180% -99.0% -99.1% -99.2% -99.4% -99.6% -99.8% -99.9%

-80% -160% -96.1% -96.3% -96.9% -97.8% -98.6% -99.2% -99.6%

-70% -140% -91.1% -91.6% -93.0% -94.9% -96.7% -98.2% -99.1%

-60% -120% -84.2% -85.0% -87.6% -91.0% -94.2% -96.7% -98.4%

-50% -100% -75.3% -76.6% -80.6% -85.8% -90.9% -94.8% -97.4%

-40% -80% -64.4% -66.2% -72.0% -79.6% -86.9% -92.5% -96.3%

-30% -60% -51.5% -54.0% -61.9% -72.2% -82.1% -89.8% -94.9%

-20% -40% -36.7% -39.9% -50.2% -63.6% -76.5% -86.7% -93.4%

-10% -20% -19.8% -23.9% -36.9% -53.9% -70.3% -83.1% -91.6%

0% 0% -1.0% -6.1% -22.1% -43.1% -63.3% -79.1% -89.6%

10% 20% 19.8% 13.7% -5.8% -31.1% -55.5% -74.7% -87.4%

20% 40% 42.6% 35.3% 12.2% -17.9% -47.1% -69.9% -84.9%

30% 60% 67.3% 58.7% 31.6% -3.7% -37.8% -64.6% -82.3%

40% 80% 94.0% 84.1% 52.7% 11.7% -27.9% -59.0% -79.4%

50% 100% 122.6% 111.3% 75.2% 28.3% -17.2% -52.9% -76.4%

60% 120% 153.2% 140.3% 99.4% 46.0% -5.7% -46.3% -73.1%

70% 140% 185.8% 171.3% 125.0% 64.8% 6.4% -39.4% -69.6%

80% 160% 220.4% 204.0% 152.2% 84.7% 19.3% -32.0% -65.9%

90% 180% 256.8% 238.7% 181.0% 105.8% 33.0% -24.2% -62.0%

95% 190% 275.8% 256.7% 196.0% 116.8% 40.1% -20.2% -59.9%

100% 200% 295.3% 275.2% 211.3% 128.0% 47.4% -16.0% -57.8%

The Underlying Stock’s annualized historical volatility rate for the five-year period ended December 31, 
2024, was 74.10%. During this five-year period, the Underlying Stock’s highest volatility rate over a 
12-month period was 110.61% and volatility for a shorter period of time may have been substantially 
higher. The Underlying Stock’s annualized performance for the five-year period ended December 31, 
2024, was 20.70%. Historical volatility and performance are not indications of what the Underlying 
Stock volatility and performance will be in the future. The volatility of instruments that reflect the 
value of the Underlying Stock, such as swaps, may differ from the volatility of the Underlying Stock.

Correlation Risk.  A number of factors may affect the Fund’s ability to achieve a high degree of 
correlation with Underlying Stock, and there is no guarantee that the Fund will achieve a high 
degree of correlation. Failure to achieve a high degree of correlation may prevent the Fund from 
achieving its investment objective, and the percentage change of the Fund’s NAV each day may differ, 
perhaps significantly in amount, and possibly even direction, from 200% of the percentage change 
of Underlying Stock on such day.

In order to achieve a high degree of correlation with Underlying Stock, the Fund seeks to rebalance 
its portfolio daily to keep exposure consistent with its investment objective. Being materially under- or 
overexposed to Underlying Stock may prevent the Fund from achieving a high degree of correlation 
with Underlying Stock and may expose the Fund to greater leverage risk. Market disruptions or 
closure, regulatory restrictions, market volatility, illiquidity in the markets for the financial instruments 
in which the Fund invests, and other factors will adversely affect the Fund’s ability to adjust exposure 
to requisite levels. The target amount of portfolio exposure is impacted dynamically by Underlying 
Stock’s movements, including intraday movements. Because of this, it is unlikely that the Fund will 
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have perfect 200% exposure during the day or at the end of each day and the likelihood of being 
materially under- or overexposed is higher on days when Underlying Stock is volatile, particularly 
when Underlying Stock is volatile at or near the close of the trading day.

A number of other factors may also adversely affect the Fund’s correlation with Underlying Stock, 
including fees, expenses, transaction costs, financing costs associated with the use of derivatives, 
income items, valuation methodology, accounting standards and disruptions or illiquidity in the 
markets for the securities or financial instruments in which the Fund invests. The Fund may take or 
refrain from taking positions in order to improve tax efficiency, comply with regulatory restrictions, or 
for other reasons, each of which may negatively affect the Fund’s correlation with Underlying Stock. 
The Fund may also be subject to large movements of assets into and out of the Fund, potentially 
resulting in the Fund being under- or overexposed to Underlying Stock. Additionally, the Fund’s 
underlying investments and/or reference assets may trade on markets that may not be open on the 
same day as the Fund, which may cause a difference between the changes in the daily performance 
of the Fund and changes in the performance of Underlying Stock. Any of these factors could decrease 
correlation between the performance of the Fund and Underlying Stock and may hinder the Fund’s 
ability to meet its daily investment objective on or around that day.

Leverage Risk.  The Fund obtains investment exposure in excess of its net assets by utilizing leverage 
and may lose more money in market conditions that are adverse to its investment objective than a 
fund that does not utilize leverage. An investment in the Fund is exposed to the risk that a decline in 
the daily performance of the Underlying Stock will be magnified. This means that an investment in the 
Fund will be reduced by an amount equal to 2% for every 1% daily decline in the Underlying Stock, 
not including the costs of financing leverage and other operating expenses, which would further 
reduce its value. The Fund could theoretically lose an amount greater than its net assets in the event 
the Underlying Stock declines more than 50%. Leverage will also have the effect of magnifying any 
differences in the Fund performance’s correlation with the Underlying Stock.

Due to the limited availability of necessary investments or financial instruments, the Fund could, 
among other things, as a defensive measure, limit or suspend creations or redemptions of Creation 
Units until the adviser determines that the requisite exposure to the Underlying Stock is obtainable. 
During the period that creation or redemptions are affected, the Fund’s shares could trade at a 
significant premium or discount to their net asset value or the bid-ask spread of the Fund’s shares 
could widen significantly. In the case of a period during which creations are suspended, the Fund 
could experience significant redemptions, which may cause the Fund to sell portfolio securities at 
unfavorable prices and increased transaction and other costs and make greater taxable distributions 
to shareholders of the Fund.

E-Commerce Risk.  The performance of the Underlying Stock, and consequently the Fund’s 
performance, is subject to e-commerce risk. E-commerce companies are subject to various risks 
that may cause significant losses, including risks related to warehousing and logistics capacity and 
deficiency issues, online security, system reliability, privacy failures, customer disputes, payment 
fraud, and website traffic decreases. Laws generally vary by country, including the application of 
taxes, which may create challenges for some e-commerce companies seeking to achieve scale. 
Companies in the e-commerce sector are especially subject to the adverse effects of economic 
recession and competition from new entrants in their fields of business.

Concentration Risk.  The Fund’s assets are expected to be concentrated in the particular industry 
to which its Underlying Stock is assigned. The securities of companies in an industry or group 
of industries could react similarly to market developments. Thus, the Fund is subject to loss 



21

Fund Summary
KraneShares 2x Long PDD Daily ETF

due to adverse occurrences that affect one industry or group of industries or sector. While the 
Fund’s sector and industry exposure may vary over time based on the particular industry to which 
its Underlying Stock is assigned, the Fund is currently subject to the principal risks described 
below.

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, competition and consumer confidence. 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.

Consumer Discretionary Distribution and Retail Industry Risk.  Retail and related industries 
can be significantly affected by the performance of the domestic and international economy, consumer 
confidence and spending, intense competition, changes in demographics, and changing consumer 
tastes and preferences. In addition, the retail industry is highly competitive and a company’s success 
can be tied to its ability to anticipate changing consumer tastes.

China Risk.  The Chinese economy is generally considered an emerging market and can be 
significantly affected by economic and political conditions in China (“China” or the “PRC”) and 
surrounding Asian countries and may demonstrate significantly higher volatility from time to time 
in comparison to developed markets. China may be subject to considerable degrees of economic, 
political and social instability. Over the last few decades, the Chinese government has undertaken 
reform of economic and market practices and has expanded the sphere of private ownership of 
property in China. However, Chinese markets generally continue to experience inefficiency, volatility 
and pricing anomalies resulting from governmental influence, a lack of publicly available information 
and/or political and social instability. Chinese companies are also subject to the risk that Chinese 
authorities can intervene in their operations and structure. In addition, the Chinese economy is 
export-driven and highly reliant on trading with key partners. 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 RMB is not freely convertible, but 
rather is subject to approval of PRC authorities. Although Chinese authorities have indicated an 
intent to move to a freely convertible RMB, there is no assurance that repatriation restrictions will 
not continue. 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. 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 
significant 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 significant levels of debt and Chinese financial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a financial crisis, freeze Chinese 
debt and finance markets and make Chinese securities illiquid.
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In addition, trade relations between the U.S. and China have been strained. Worsening trade relations 
between the two countries could adversely impact the Fund, particularly to the extent that the Chinese 
government restricts foreign investments in on-shore Chinese companies or the U.S. government 
restricts investments by U.S. investors in China. Worsening trade relations may also result in market 
volatility and volatility in the price of Fund shares.

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.

The tax laws and regulations in China are somewhat unclear and are subject to change, possibly with 
retroactive effect. The interpretation, application and enforcement of such laws and regulations by 
the applicable authorities may vary over time and from region to region, and could have an adverse 
effect on the Fund and its shareholders, particularly in relation to tax imposed upon foreign investors’ 
capital gains. Uncertainties in Chinese tax rules could result in unexpected tax liabilities for the Fund.

Counterparty Risk.  A counterparty (the other party to a transaction or an agreement or the party with 
whom the Fund executes transactions) to a transaction with the Fund may be unable or unwilling 
to make timely principal, interest or settlement payments, or otherwise honor its obligations. If this 
occurs, it could result in a reduction in the NAV of the Fund and could impair the Fund’s ability to 
achieve its investment objective. The counterparty risk associated with the Fund’s investments will 
be greater if the Fund uses only a limited number of counterparties. If there are only a couple of 
potential counterparties, the Fund, subject to applicable law, may enter into transactions with as few 
as one counterparty at any time.

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 and may cause the Fund to be more volatile. Derivatives 
may at times be highly illiquid, and the Fund may not be able to close out or sell a derivative at a 
particular time or at an anticipated price. Derivatives can be difficult to value and valuation may be 
more difficult in times of market turmoil. There may be imperfect correlation between the derivative 
and that of the reference asset, resulting in unexpected returns that could materially adversely affect 
the Fund. Certain derivatives (such as swaps and options) 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 make required payments or otherwise comply with the terms of derivative. 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. That risk is generally thought to be greater with 
over-the-counter (OTC) derivatives than with derivatives that are exchange traded or centrally cleared. 
Counterparty risks are compounded by the fact that there are only a limited number of ways available 
to invest in certain reference assets and, therefore, there may be few counterparties to swaps or 
options based on those reference assets.

Swap Risk.  Swaps are subject to tracking risk because they may not be perfect substitutes 
for the instruments they are intended to hedge or replace. Over the counter swaps are subject to 
counterparty default. Leverage inherent in derivatives will tend to magnify the Fund’s losses.
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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 financial 
institutions that may act as Authorized Participants. To the extent they exit the business or are 
otherwise unable to proceed in creation and redemption transactions with the Fund and no other 
Authorized Participant is able to step forward to create or redeem, shares of the Fund may be more 
likely to trade at a premium or discount to NAV and possibly face trading halts or delisting. Authorized 
Participant concentration risk may be heightened for ETFs, such as the Fund, that invest in securities 
issued by non-U.S. issuers or other securities or instruments that have lower trading volumes.

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-efficient 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. Cash transactions 
may involve considerable transaction expenses and taxes, including brokerage fees, that might not 
have occurred if the Fund utilized in-kind transactions. To the extent any costs associated with cash 
transactions are not offset by any transaction fees payable by an Authorized Participant, the Fund’s 
performance could be negatively impacted.

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 fixed amount and may be a significant 
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.

New Fund Risk.  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.

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., default on its obligations). A downgrade or default on 
securities held by the Fund could adversely affect the Fund’s performance. Generally, the longer the 
maturity and the lower the credit quality of a security, the more sensitive it is to credit risk. Interest 
rate risk refers to fluctuations in the value of a debt resulting from changes in the level of interest 
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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 may continue increasing, thereby heightening the 
risks associated with rising interest rates.

High Portfolio Turnover Risk.  Daily rebalancing of the Fund’s holdings pursuant to its daily investment 
objective causes a much greater number of portfolio transactions when compared to most ETFs. 
Additionally, active secondary market trading of the Fund’s shares could cause more frequent creation 
and redemption activities, which would increase the number of portfolio transactions. High levels of 
portfolio transactions may cause higher transaction costs because of increased broker commissions 
resulting from such transactions and increased taxable capital gains. The Fund calculates portfolio 
turnover without including the short-term cash instruments or derivative transactions that comprise 
most of the Fund’s trading. As such, if the Fund’s extensive use of derivative instruments were 
reflected, the calculated portfolio turnover rate would be significantly higher.

Management Risk.  The Fund is actively-managed and may not meet its investment objective based 
on Krane’s success or failure to implement investment strategies for the Fund. Krane’s evaluations 
and assumptions regarding investments, markets, trends, and other factors may not successfully 
achieve the Fund’s investment objective given actual market conditions.

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, including those in foreign countries, could cause volatility in global 
financial markets, negative sentiment and higher levels of Fund redemptions, which could have 
a negative impact on the Fund and could result in losses. Geopolitical and other risks, including 
environmental and public health risks may add to instability in world economies and markets 
generally. Changes in value may be temporary or may last for extended periods and can occur 
suddenly and unexpectedly. Further, the Fund is susceptible to the risk that certain investments may 
be difficult or impossible to sell at a favorable time or price. Market developments may also cause 
the Fund’s investments to become less liquid and subject to erratic price movements.

Non-Diversified Fund Risk.  Because the Fund is non-diversified and may invest a greater portion of 
its assets in fewer issuers than a diversified fund, changes in the market value of a single portfolio 
holding could cause greater fluctuations in the Fund’s share price than would occur in a diversified 
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.

Rebalancing Risk.  If for any reason the Fund is unable to rebalance all or a portion of its portfolio, 
or if all or a portion of the portfolio is rebalanced incorrectly, the Fund’s investment exposure may not 
be consistent with the Fund’s investment objective. In these instances, the Fund may have investment 
exposure to the Underlying Stock that is significantly greater or less than its stated multiple. As a 
result, the Fund may be more exposed to leverage risk than if it had been properly rebalanced and 
may not achieve its investment objective.

Trading Halt Risk.  Although the Underlying Stock’s shares are listed for trading on an exchange, 
there can be no assurance that an active trading market for such shares will be available at all times 
and the exchange may halt trading of such shares in certain circumstances. A halt in trading in the 
Underlying Stock’s shares is expected, in turn, to result in a halt in the trading in the Fund’s shares. 
Trading in the Underlying Stock’s and/or Fund’s shares on the exchange may be halted due to market 
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conditions or for reasons that, in the view of the exchange, make trading in the Underling Stock’s 
and/or Fund’s shares inadvisable. In addition, trading in Underlying Stock’s and/or Fund’s shares 
on an exchange is subject to trading halts caused by extraordinary market volatility pursuant to 
exchange “circuit breaker” rules. In the event of a trading halt for an extended period of time, the Fund 
may be unable to execute arrangements with swap counterparties that are necessary to implement 
the Fund’s investment strategy.

Tracking Error Risk.  Tracking error is the divergence of the Fund’s performance from that of its 
investment objective which aims to replicate 2 times the daily percentage change of the Underlying 
Stock. The performance of the Fund may diverge from that of its investment objective for a number 
of reasons. Tracking error may occur because of transaction costs, the Fund’s holding of cash, 
differences in accrual of dividends, being under- or overexposed to the Underlying Stock or the need 
to meet new or existing regulatory requirements. Tracking error risk may be heightened during times 
of market volatility or other unusual market conditions. The Fund may be required to deviate from 
its investment objective as a result of market restrictions or other legal reasons, including regulatory 
limits or other restrictions on securities that may be purchased by the Adviser and its affiliates.

Tax Risk.  In order to qualify for the favorable tax treatment available to regulated investment 
companies, the Fund must satisfy certain income, asset diversification and distribution requirements 
each year. The Fund’s pursuit of its investment strategy will potentially be limited by the Fund’s 
intention to qualify for such treatment and could adversely affect the Fund’s ability to so qualify. The 
Fund may make certain investments, the treatment of which for these purposes is unclear. The Fund’s 
investments in issuers whose control persons are not certain creates a risk that tax authorities may 
retrospectively deem the Fund to have failed the asset diversification requirements. If the Fund were 
to fail the favorable tax treatment requirements, it would be taxed in the same manner as an ordinary 
corporation, which would adversely affect its performance.

Cash and Cash Equivalents Risk.  The Fund may hold cash or cash equivalents. Generally, such 
positions offer less potential for gain than other investments. 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.

Operational and Cybersecurity Risk.  The Fund, Krane, its service providers and your ability to transact 
with the Fund may be negatively impacted due to operational matters arising from, among other 
problems, human errors, systems and technology disruptions or failures, or cybersecurity incidents. 
Cybersecurity incidents may allow an unauthorized party to gain access to fund assets, customer 
data, or proprietary information, or cause the Fund or its service providers, as well as the securities 
trading venues and their service provides, to suffer data corruption or lose operational functionality. 
It is not possible for Krane or the other Fund service providers to identify all of the cybersecurity or 
other operational risks that may affect the Fund or to develop processes and controls to completely 
eliminate or mitigate their occurrence or effects.

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

James Maund, Head of Capital Markets at the Adviser, has served as the lead portfolio manager of 
the Fund since the Fund’s inception. Jonathan Shelon, Chief Operating Officer of the Adviser, supports 
Mr. Maund and Krane’s investment team for the Fund and has been a portfolio manager of the Fund 
since the Fund’s inception.

Purchase and Sale of Fund Shares

Shares may be purchased and redeemed from the Fund only in a large specified number of Shares 
each called a “Creation Unit,” 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). An investor 
may incur costs attributable to the difference between the highest price a buyer is willing to pay to 
purchase shares of the Fund (bid) and the lowest price a seller is willing to accept for shares of 
the Fund (ask) when buying or selling shares in the secondary market (the “bid-ask spread”). Most 
investors will incur customary brokerage commissions and charges when buying or selling shares of 
the Fund through a broker-dealer.

Recent information regarding the Fund, including its NAV, market price, premiums and discounts, and 
bid ask spreads, are available on the Fund’s website at www.kraneshares.com.

Tax Information

Fund distributions are generally taxable as ordinary income, qualified 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 financial 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 conflict of interest by influencing the broker-dealer or other 
intermediary and your sales person to recommend the Fund over another investment. Ask your sales 
person or visit your financial intermediary’s website for more information.



27

Additional Information About the Funds
 

As shown in the table below, each Leveraged Long Fund seeks daily leveraged long investment 
results, before fees and expenses, of the performance of its Underlying Stock.

The Funds seek investment results on a daily basis — from the close of regular trading on one trading 
day to the close on the next trading day — which should not be equated with seeking a leveraged 
investment objective for any other period.

Each Fund seeks to provide a return of the daily performance of its Underlying Stock. No Fund 
attempts to, and no Fund should be expected to, provide returns of the Underlying Stock for periods 
other than a single day. Each Fund rebalances its implied exposure on a daily basis, increasing 
exposure in the Underlying Stock in response to that day’s gains or reducing exposure in the 
Underlying Stock in response to that day’s losses.

Also, the exposure to the Underlying Stock received by an investor who purchases a Fund intra-day 
will differ from the Fund’s stated daily leveraged investment objective by an amount determined by 
the movement of the Underlying Stock from its value at the end of the prior day. If the Underlying 
Stock moves in a direction favorable to the Fund between the close of the market on one trading 
day through the time on the next trading day when the investor purchases Fund shares, the investor 
will receive less exposure to the Underlying Stock than the stated Fund Daily Leverage Factor. 
Conversely, if the Underlying Stock moves in a direction adverse to the Fund, the investor will receive 
more exposure to the Underlying Stock than the stated Fund Daily Leverage Factor.

The Funds are designed as short-term trading vehicles. The Funds are intended to be used by 
investors who intend to actively monitor and manage their portfolios.

FUND INVESTMENT OBJECTIVE UNDERLYING STOCK
DAILY LEVERAGE 

FACTOR

KraneShares 2x Long 
BABA Daily ETF

The Fund seeks daily 
investment results, before 
fees and expenses, of 2 
times (200%) the daily 
percentage change of the 
ADR of Alibaba Group 
Holding Limited (NYSE: 
BABA).

Alibaba Group Holding 
Limited ADR listed on 
NYSE-ARCA (ticker: 
BABA)

200%

KraneShares 2x Long 
PDD Daily ETF

The Fund seeks daily 
investment results, before 
fees and expenses, of 2 
times (200%) the daily 
percentage change of the 
ADR of PDD Holdings, Inc. 
(NASDAQ: PDD).

PDD Holdings, Inc. ADR 
listed on Nasdaq Stock 
Market LLC (ticker: PDD)

200%

Each Fund is not suitable for all investors. Each Fund is designed to be utilized only by sophisticated 
investors, such as traders and active investors employing dynamic strategies. Such investors 
are expected to monitor and manage their portfolios frequently. Investors in each Fund should: 
(a) understand the risks associated with the use of leverage; (b) understand the consequences 
of seeking daily leveraged investment results; and (c) intend to actively monitor and manage their 
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investments. Investors who do not understand the Fund or do not intend to actively manage their 
funds and monitor their investments should not buy a Fund.

There is no assurance that a Fund will achieve their investment objective and an investment in a 
Fund could lose money.

Additional Information Regarding Investment Techniques and Policies

The Effects of Fees and Expenses on the Return of a Leveraged Long Fund for a Single Trading 
Day.  To create the necessary exposure, each Fund will enter into one or more swap agreements with 
major financial institutions, which incur borrowing costs. In light of these charges and each Fund’s 
operating expenses, the expected return of a Fund over one trading day is equal to the gross expected 
return, which is the daily underlying stock return, minus (i) financing charges incurred by the Fund in 
addition to the financing cost embedded in the underlying stock and (ii) daily operating expenses. 
For instance, if an underlying stock returns 2% on a given day, the gross expected return of the Fund 
would be 2% multiplied by the Fund Daily Leverage Factor, but the net expected return, which factors 
in the cost of financing the portfolio and the impact of operating expenses, would be lower.

A Fund may have difficulty in achieving its investment objective due to fees, expenses, transaction 
costs, income items, accounting standards, significant purchase, regulatory constraints and 
redemption activity by Fund shareholders and/or disruptions or a temporary lack of liquidity in the 
markets for the assets held by a Fund.

A Fund will be subject to regulatory constraints relating to the level of value at risk that a Fund may 
incur through its derivative portfolio. To the extent a Fund exceeds these regulatory thresholds over 
an extended period, a Fund may determine that it is necessary to make adjustments to a Fund’s 
investment strategy.

An exchange or market may close or issue trading halts on specific securities, or the ability to buy 
or sell certain securities or financial instruments may be restricted, which may result in a Fund being 
unable to buy or sell certain securities or financial instruments. In such circumstances, a Fund may 
be unable to rebalance its portfolio, may be unable to accurately price its investments and/or may 
incur substantial trading losses.

If a Fund is unable to obtain sufficient exposure to its underlying stock due to the limited availability 
of necessary investments or financial instruments, a Fund could, among other things, fail to meet 
its investment objective, increase transaction fees, or limit or suspend creation units until the 
Adviser determines that the requisite exposure to its underlying stock is obtainable. Under such 
circumstances, a Fund could trade at significant bid-ask spreads, premiums or discounts to its NAV 
and could experience substantial redemptions.

A Cautionary Note to Investors Regarding Dramatic Underlying Stock Movement.  The Adviser will 
not attempt to position each Leveraged Long Fund’s portfolio to ensure that a Fund does not gain 
or lose more than maximum percentage of its NAV on a given day. A Leveraged Fund could lose an 
amount greater than its net assets in the event of a movement of an underlying stock in excess of 
50% for the 2x Leveraged Long Funds. As a result, the risk of total loss exists.

If an Underlying Stock has a dramatic adverse move that causes a material decline in a Fund’s net 
assets, the terms of the Fund’s swap agreements may permit the counterparty to immediately close 
out the swap transaction. In that event, a Fund may be unable to enter into another swap agreement 
or invest in other derivatives to achieve exposure consistent with a Fund’s investment objective. 
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This may prevent a Fund from achieving its investment objective, even if the Underlying Stock later 
reverses all or a portion of the move, and result in significant losses.

Examples of the Impact of Daily Leverage and Compounding. The pursuit of an exposure to the 
Underlying Stock’s daily return will result in daily compounding for the Funds. This means that the 
return of an Underlying Stock over a period of time greater than one day multiplied by a Fund’s 
Daily Leverage Factor generally will not equal a Fund’s performance over that same period. As a 
consequence, investors should not plan to hold the Funds unmonitored for periods longer than a 
single trading day. This deviation increases with higher volatility in its Underlying Stock and longer 
holding periods. Further, the return for investors that invest for periods less than a full trading day or 
for a period different than a trading day will not be the product of the return of a Fund’s stated daily 
leveraged long exposure and the performance of the Underlying Stock for the full trading day. The 
actual exposure will largely be a function of the performance of the Underlying Stock from the end 
of the prior trading day.

Consider the following examples of a hypothetical fund that seeks 200% of the daily performance 
of a hypothetical underlying stock:

Investor 1 is considering investments in two Funds, Funds A and B. Fund A is an ETF which seeks 
(before fees and expenses) to match the performance of the hypothetical underlying stock. Fund 
B is a leveraged ETF and seeks daily leveraged investment results (before fees and expenses) that 
correspond to 200% of the daily performance of the hypothetical underlying stock.

On Day 1, the hypothetical underlying stock increases in value from $100 to $105, a gain of 5%. On 
Day 2, the hypothetical underlying stock declines from $105 back to $100, a loss of 4.76%. In the 
aggregate, the hypothetical underlying stock has not moved.

An investment in Fund A would be expected to gain 5% on Day 1 and lose 4.76% on Day 2, returning 
the investment to its original value. The following example assumes a $100 investment in Fund A 
when the hypothetical underlying stock is also valued at $100:

Day
Underlying Stock 

Value
Underlying Stock 

Performance
Value of Fund A 

Investment

$� 100.00 $� 100.00

1 ���������������������������������������������������� $� 105.00 +5.00% $� 105.00

2 ���������������������������������������������������� $� 100.00 -4.76% $� 100.00

The same $100 investment in Fund B would be expected to gain 10% on Day 1 (200% of 5%) but 
decline 9.52% on Day 2.

Day
Underlying Stock 

Performance
200% Underlying 

Stock Performance
Value of Fund B 

Investment

$� 100.00

1 ���������������������������������������������������� +5.00% +10.00% $� 110.00

2 ���������������������������������������������������� -4.76% -9.52% $� 99.52

Although the percentage decline in Fund B is smaller on Day 2 than the percentage gain on Day 1, 
the loss is applied to a higher principal amount, so the investment in Fund B experiences a loss 
even when the aggregate underlying stock value for the two-day period has not declined (these 
calculations do not include the charges for fund fees and expenses).
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An investment in Fund B has additional risks due to the effects of leverage and compounding.

An investor who purchases shares of a Fund intra-day will generally receive more, or less, than 200% 
exposure to the hypothetical underlying stock from that point until the end of the trading day. The 
actual exposure will be largely a function of the performance of the underlying stock from the end 
of the prior trading day. If a Fund’s shares are held for a period longer than a single trading day, the 
Fund’s performance is likely to deviate from 200% of the return of the underlying stock’s performance 
for the longer period. This deviation will increase with higher underlying stock volatility and longer 
holding periods.

Example 1 — Underlying Stock Experiences Low Volatility

Investor 1 invests $10.00 in a hypothetical 2x Leveraged Long Fund at the close of trading on Day 1. 
During Day 2, the hypothetical underlying stock rises from $100 to $106, a 6% gain. Investor 1’s 
investment rises 12% to $11.20. Investor 1 holds the investment through the close of trading on 
Day 3, during which the hypothetical underlying stock rises from $106 to $110, a gain of 3.77%. 
Investor 1’s investment rises to $12.05, a gain during Day 3 of 7.55%. For the two-day period 
since Investor 1 invested in the hypothetical 2x Leveraged Long Fund, the hypothetical underlying 
stock gained 10% although Investor 1’s investment increased by 20.5%. Because the hypothetical 
underlying stock continued to trend upwards with low volatility, Investor 1’s return closely correlates 
to the 200% return of the return of the hypothetical underlying stock for the period.

Example 2 — Underlying Stock Experiences High Volatility

Investor 1 invests $10.00 in a hypothetical 2x Leveraged Long Fund after the close of trading on 
Day 1. During Day 2, the hypothetical underlying stock rises from $100 to $106, a 6.0% gain, and 
Investor 1’s investment rises 12% to $11.20. Investor 1 continues to hold the investment through the 
end of Day 3, during which the hypothetical underlying stock declines from $106 to $98, a loss of 
7.55%. Investor 1’s investment declines by 15.09%, from $11.20 to $9.51. For the two-day period 
since Investor 1 invested in the hypothetical 2x Leverage Long Fund, the hypothetical underlying stock 
lost 2% while Investor 1’s investment decreased from $10.00 to $9.51, a 4.9% loss. The volatility 
of the hypothetical underlying stock affected the correlation between the hypothetical underlying 
stock’s return for the two-day period and Investor 1’s return. In this situation, Investor 1lost more than 
two times the return of the hypothetical underlying stock.

Example 3 — Intra-day Investment with Volatility

The examples above assumed that Investor 1 purchased the hypothetical Leveraged Funds at 
the close of trading on Day 1 and sold the investment at the close of trading on a subsequent 
day. However, if Investor 1 made an investment intra-day, the investor would have received a beta 
determined by the performance of the hypothetical underlying stock from the end of the prior trading 
day until the time of purchase on the next trading day. Consider the following example.

Investor 1 invests $10.00 in a hypothetical 2x Leverage Long Fund at 11 a.m. on Day 2. From the 
close of trading on Day 1 until 11 a.m. on Day 2, the hypothetical underlying stock moved from $100 
to $102, a 2% gain. In light of that gain, the hypothetical 2x Leveraged Long Fund beta at the point 
at which Investor 1 invests is 196%. During the remainder of Day 2, the hypothetical underlying stock 
rises from $102 to $110, a gain of 7.84%, and Investor 1’s investment rises 15.38% (which is the 
hypothetical underlying stock gain of 7.84% multiplied by the 196% beta that Investor 1 received) 
to $11.54. Investor 1 continues to hold the investment through the close of trading on Day 3, during 
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which the hypothetical underlying stock declines from $110 to $90, a loss of 18.18%. Investor 1’s 
investment declines by 36.4%, from $11.54 to $7.34. For the period of Investor 1’s investment, 
the hypothetical underlying stock declined from $102 to $90, a loss of 11.76%, while Investor 
1’s investment decreased from $10.00 to $7.34, a 26.6% loss. The volatility of the hypothetical 
underlying stock affected the correlation between the hypothetical underlying stock’s return for 
period and Investor 1’s return. In this situation, Investor 1 lost more than two times the return of the 
hypothetical underlying stock. Investor 1 was also hurt because she missed the first 2% move of the 
hypothetical underlying stock and had a beta of 196% for the remainder of Day 2.

Market Volatility.  Each Fund seeks to provide a return which is a multiple of the daily performance 
of an underlying stock. The Funds do not attempt to, and should not be expected to, provide returns 
which are a multiple of the return of an underlying stock for periods other than a single day. Each 
Fund rebalances its portfolio on a daily basis, increasing exposure in response to that day’s gains or 
reducing exposure in response to that day’s losses.

Daily rebalancing will impair a Fund’s performance if its underlying stock experiences volatility. For 
instance, a 2x Leveraged Long Fund would be expected to lose 6% (as shown in Table 1 below) if its 
underlying stock provided no return over a one-year period and experienced annualized volatility of 
25%. If an underlying stock provided no return over a one-year period and experienced annualized 
volatility of 50%, the hypothetical loss for a one-year period for a 2x Leveraged Fund rises to 22.1% 
(as shown in Table 1 below).

Table 1

Underlying  
Stock Volatility Range

Leveraged  
Long Fund 

10% -1.0%

25% -6.0%

50% -22.1%

75% -43.3%

100% -63.8%

125% -79.2%

Note that at higher volatility levels, there is a chance of a complete loss of Fund assets even if the 
performance of the Underlying Stock is flat. For instance, if the annualized volatility of an Underlying 
Stock were 150%, a 2x Leveraged Long Fund would be expected to lose 90%, even if the Underlying 
Stock returned 0% for the year.

Table 2 shows for each Fund the annualized historical volatility rate for its Underlying Stock over the 
five-year period ended December 31, 2024. If the data related to an Underlying Stock are available 
for less than 5 years, its starting date is noted next to its name in Table 2. The Underlying Stocks have 
annualized historical volatility rates over that period ranging from 32.62% to 110.61%. Since the 
Underlying Stock’s volatility has negative implications for funds with a daily rebalancing, investors 
should be sure to monitor and manage their investments in the Funds particularly in volatile markets. 
The negative implications of volatility in Table 1 can be combined with the recent volatility ranges of 
various Underlying Stocks in Table 2 to give investors some sense of the risks of holding the Funds 
for longer periods over the past five years. Historical Underlying Stock volatility and performance are 
not likely indicative of future volatility and performance.
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Table 2 — Historic Volatility of each Fund’s Underlying Stock

Underlying Stock

5-year Historical 
Volatility of the 

Underlying  
Stock(1)  

(or since the 
Underlying 

Stock’s 
initial public 

offering if 
otherwise 
indicated)

Alibaba Group Holding Limited ADR listed on NYSE-ARCA (ticker: BABA)���������������������������� 49.54%

PDD Holdings Inc. ADR listed on Nasdaq Stock Market LLC (ticker: PDD)���������������������������� 74.10%

(1)	 Five year period ended December 31, 2024

The Projected Returns of Funds for Intra-Day Purchases.  Because the Funds rebalance their 
portfolio once daily, an investor who purchases shares during a day will likely have more, or less, 
than the respective long leveraged investment exposure to an underlying stock. The exposure to an 
underlying stock received by an investor who purchases a Fund intra-day will differ from the Fund’s 
stated daily investment objective by an amount determined by the movement of the underlying stock 
from its value at the end of the prior day. If the underlying stock moves in a direction favorable to the 
Fund between the close of the market on one trading day through the time on the next trading day 
when the investor purchases the Fund shares, the investor will receive less exposure to the underlying 
stock than the stated Fund daily investment objective. Conversely, if the underlying stock moves in 
a direction adverse to the Fund, the investor will receive more exposure to the underlying stock than 
the stated Fund daily investment objective.

Table 3 below indicates the exposure to an underlying stock that an intra-day purchase of a Leveraged 
Long Fund would be expected to provide based upon the movement in the value of the underlying 
stock from the close of the market on the prior trading day. Such exposure holds until a subsequent 
sale on that same trading day or until the close of the market on that trading day. For instance, if an 
underlying stock has moved 5% in a direction favorable to a 2x Long Leveraged Fund, the investor 
would receive exposure to the performance of the underlying stock from that point until the investor 
sells later that day or the end of the day equal to approximately 191% of the investor’s investment.

Conversely, if the underlying stock has moved 5% in a direction unfavorable to a 2x Leveraged Long 
Fund, an investor at that point would receive exposure to the performance of the underlying stock 
from that point until the investor sells later that day or the end of the day equal to approximately 
211% of the investor’s investment.

The table includes a range of underlying stock moves from 20% to -20% for a Leveraged Long Fund. 
Movement of an underlying stock beyond the range noted below will result in exposure further from 
a Leveraged Long Fund’s daily leveraged investment objective.
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Table 3

Underlying Stock  
Intraday Move

2x Leveraged  
Long Fund

-20% 267%

-15% 243%

-10% 225%

-5% 211%

0% 200%

5% 191%

10% 183%

15% 177%

20% 171%

The Projected Returns of the Funds for Periods Other Than a Single Trading Day. The Funds seek long 
leveraged investment results on a daily basis — from the close of regular trading on one trading day 
to the close on the next trading day — which should not be equated with seeking a long leveraged 
investment objective for any other period. For instance, if an underlying stock gains 10% for a week, 
a 2x Leveraged Long Fund should not be expected to provide a return of 20% for the week even 
if it meets its daily leveraged investment objective throughout the week. This is true because of 
the financing charges noted above but also because the pursuit of daily goals may result in daily 
leveraged compounding, which means that the return of an underlying stock over a period of time 
greater than one day multiplied by a Fund’s daily leveraged investment objective will not generally 
equal a Fund’s performance over that same period. In addition, the effects of compounding become 
greater the longer Shares are held beyond a single trading day.

The following tables set out a range of hypothetical daily performances during a given 10 trading 
days of an underlying stock and demonstrate how changes in an underlying stock impact the 
Funds’ hypothetical performance for a trading day and cumulatively up to, and including, the entire 
10 trading day period. The tables are based on a hypothetical $100 investment in the Funds over a 
10-trading day period and do not reflect fees or expenses of any kind.

Table 4 — Underlying Stock Lacks a Clear Trend

Underlying Stock
2x Leverage Long Fund  

(Daily Leverage Factor = +200%)

Value
Daily 

Performance
Cumulative 

Performance NAV
Daily 

Performance
Cumulative 

Performance

100.00 100.00

Day 1������������� 102.00 5.00% 5.00% 110.00 10.00% 10.00%

Day 2������������� 104.00 4.76% 10.00% 120.48 9.52% 20.48%

Day 3������������� 106.00 -9.09% 0.00% 98.57 -18.18% -1.43%

Day 4������������� 108.00 -10.00% -10.00% 78.86 -20.00% -21.14%

Day 5������������� 110.00 -5.56% -15.00% 70.10 -11.11% -29.90%

Day 6������������� 112.00 17.65% 0.00% 94.83 35.29% -5.17%

Day 7������������� 114.00 -5.00% -5.00% 85.35 -10.00% -14.65%

Day 8������������� 116.00 5.26% 0.00% 94.34 10.53% -5.66%

Day 9������������� 118.00 5.00% 5.00% 103.77 10.00% 3.77%

Day 10����������� 120.00 -4.76% 0.00% 93.89 -9.52% -6.11%
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The cumulative performance of the underlying stock in Table 4 is 0% for 10 trading days. The 
hypothetical return for the 10-trading day period is -6.11% for a 2x Leveraged Long Fund. The 
volatility of the underlying stock’s performance and lack of a clear trend results in performance for 
each Fund for the period which bears little relationship to the performance of the underlying stock 
for the 10-trading day period.

Table 5 — Underlying Stock Rises in a Clear Trend

Underlying Stock
2x Leverage Long Fund  

(Daily Leverage Factor = +200%)

Value
Daily 

Performance
Cumulative 

Performance NAV
Daily 

Performance
Cumulative 

Performance

100.00 100.00

Day 1������������� 102.00 2.00% 2.00% 104.00 4.00% 4.00%

Day 2������������� 104.00 1.96% 4.00% 108.08 3.92% 8.08%

Day 3������������� 106.00 1.92% 6.00% 112.24 3.85% 12.24%

Day 4������������� 108.00 1.89% 8.00% 116.47 3.77% 16.47%

Day 5������������� 110.00 1.85% 10.00% 120.78 3.70% 20.78%

Day 6������������� 112.00 1.82% 12.00% 125.18 3.64% 25.18%

Day 7������������� 114.00 1.79% 14.00% 129.65 3.57% 29.65%

Day 8������������� 116.00 1.75% 16.00% 134.20 3.51% 34.20%

Day 9������������� 118.00 1.72% 18.00% 138.82 3.45% 38.82%

Day 10����������� 120.00 1.69% 20.00% 143.53 3.39% 43.53%

The cumulative performance of the underlying stock in Table 5 is 20% for 10 trading days. The 
hypothetical return for the 10-trading day period is 43.53% for a 2x Leveraged Long Fund. In this 
case, because of the positive hypothetical underlying stock trend, each Leveraged Long Fund’s 
hypothetical gain is greater than the applicable multiple of the hypothetical underlying stock gain for 
the 10-trading day period.

Table 6 — Underlying Stock Declines in a Clear Trend

Underlying Stock
2x Leverage Long Fund  

(Daily Leverage Factor = +200%)

Value
Daily 

Performance
Cumulative 

Performance NAV
Daily 

Performance
Cumulative 

Performance

100.00 100.00

Day 1������������� 98.00 -2.00% -2.00% 96.00 -4.00% -4.00%

Day 2������������� 96.00 -2.04% -4.00% 92.08 -4.08% -7.92%

Day 3������������� 94.00 -2.08% -6.00% 88.24 -4.17% -11.76%

Day 4������������� 92.00 -2.13% -8.00% 84.49 -4.26% -15.51%

Day 5������������� 90.00 -2.17% -10.00% 80.82 -4.35% -19.18%

Day 6������������� 88.00 -2.22% -12.00% 77.22 -4.44% -22.78%

Day 7������������� 86.00 -2.27% -14.00% 73.71 -4.55% -26.29%

Day 8������������� 84.00 -2.33% -16.00% 70.29 -4.65% -29.71%

Day 9������������� 82.00 -2.38% -18.00% 66.94 -4.76% -33.06%

Day 10����������� 80.00 -2.44% -20.00% 63.67 -4.88% -36.33%
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The cumulative performance of the underlying stock in Table 6 is -20% for 10 trading days. The 
hypothetical return for the 10-trading day period is -36.33% for a 2x Leveraged Long Fund. In this 
case, because of the negative hypothetical underlying stock trend, each Leveraged Long Fund’s 
hypothetical decline is less than the applicable multiple of the hypothetical underlying stock decline 
for the 10-trading day period.

Principal Investment Risks

The following section provides additional information regarding certain of the principal risks of 
investing in the Fund. 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 a risk of a total loss. There is no guarantee that the Fund will meet 
its investment objective.

Alibaba Group Holding Limited Investing Risk.  Issuer-specific attributes may cause an 
investment held by the Fund to be more volatile than the market generally. The value of an individual 
security or particular type of security may be more volatile than the market as a whole and may 
perform differently from the value of the market as a whole. As of the date of this prospectus, 
in addition to the risks associated with companies in the technology sector, BABA faces risks 
associated with: the highly competitive nature of the e-commerce industry; economic and market 
uncertainty; reductions in demand for its products; potential concentration of revenues in a few large 
clients; geopolitical events and pandemics; adequate protection of technology or other intellectual 
property; exchange rates; reliance on third parties to manufacture products; possible shortages of 
equipment or materials needed to manufacture products; cybersecurity attacks and data breaches; 
system failures or outages; potential incompatibility of product with some or all industry standard 
software and hardware; increases in costs; adverse government regulations; regulatory compliance 
costs; litigation; taxes; indebtedness; and the ability to attract and retain high quality talent.

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 inflation, 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 influence 
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 inflation 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 significant 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 reformed 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 firms.

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 competition 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, supply chain diversification, institution of tariffs, sanctions 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 
significant 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 significant levels of debt and Chinese financial 
institutions currently hold relatively large amounts of non-performing debt. Thus, there exists a 
possibility that widespread defaults could occur, which could trigger a financial crisis, freeze Chinese 
debt and finance markets and make Chinese securities illiquid.

In addition, trade relations between the U.S. and China have been strained. Worsening trade relations 
between the two countries could adversely impact the Fund, particularly to the extent that the Chinese 
government restricts foreign investments in on-shore Chinese companies or the U.S. government 
restricts investments by U.S. investors in China including by limiting the ability of Chinese issuers to 
list on the U.S. exchanges. Worsening trade relations may also result in market volatility and volatility 
in the price of Fund shares. In addition, the U.S. government has imposed restrictions on the ability of 
U.S. investors to hold and/or acquire securities of certain Chinese companies, which may adversely 
impact the Fund.

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.

Inflation Risk.  Economic growth in China has historically been accompanied by periods of 
inflation. Beginning in 2004, the Chinese government commenced the implementation of various 
measures to control inflation, which included the tightening of the money supply, the raising of 
interest rates and more stringent control over certain industries. If inflation were to increase, the 
performance of the Chinese economy and the Fund’s investments could be negatively impacted.
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Nationalization and Expropriation Risk.  Expropriation, including nationalization, confiscatory 
taxation, political, economic or social instability or other developments could adversely affect and 
significantly 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 Chinese issuers 
entirely. These restrictions or limitations may have adverse effects on the liquidity and performance 
of the Fund holdings. 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 
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 floating 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 float 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 financial standards and requirements that differ, in some cases significantly, from those 
applicable to U.S. issuers. In particular, the assets and profits appearing on the financial statements 
of a Chinese issuer may not reflect its financial position or results of operations in the way they 
would be reflected had such financial statements been prepared in accordance with U.S. Generally 
Accepted Accounting Principles.

There has been increased attention from the SEC and the Public Company Accounting 
Oversight Board (“PCAOB”) with regard to international auditing standards of U.S.-listed companies 
with significant operations in China as well as PCAOB-registered auditing firms in China. Currently, 
the SEC and PCAOB are only able to get limited information about these auditing firms and are 
restricted from inspecting the audit work and practices of registered accountants in China. These 
restrictions may result in the unavailability of material information about issuers in China or an 
issuer’s operations in China.



38

Additional Information About the Funds
 

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’ 
fiduciary 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 fiduciary duties of officers 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 difficult for the Fund to enforce its rights as 
an investor under Chinese corporate and securities laws, and it may be difficult 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 markets, 
historically, have had greater volatility than markets in the United States and some other countries, 
and experienced inefficiency 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, difficulty in the settlement and recording of 
transactions and difficulty 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 significant 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 inflation. The PRC government has implemented various measures from 
time to time to control inflation and restrain the rate of economic growth.
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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 modification 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, 
confiscatory 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 conflicts in 
response to such events, may also disrupt economic development in China and result in a greater 
risk of currency fluctuations, currency convertibility, interest rate fluctuations and higher rates of 
inflation. China has experienced security concerns, such as terrorism and strained international 
relations. Additionally, China is alleged to have participated in state-sponsored cyberattacks against 
foreign companies and foreign governments. Actual and threatened responses to such activity and 
strained international relations, including purchasing restrictions, sanctions, tariffs or cyberattacks on 
the Chinese government or Chinese companies, may impact China’s economy and Chinese issuers 
of securities in which the Fund invests. Incidents involving China’s or the region’s security may cause 
uncertainty in Chinese markets and may adversely affect the Chinese economy and the Fund’s 
investments. China has experienced major health crises and such health crises could exacerbate any 
of the risks applicable to China.

Special Risk Considerations of Investing in China.  For purposes of raising capital offshore on 
exchanges outside of China, including on U.S. exchanges, many Chinese-based operating companies 
are structured as Variable Interest Entities (“VIEs”). In this structure, the Chinese-based operating 
company is the VIE and establishes an entity, which is typically offshore in a foreign jurisdiction, such 
as the Cayman Islands. The offshore entity lists on a foreign exchange and enters into contractual 
arrangements with the VIE. This structure allows Chinese companies in which the government restricts 
foreign ownership to raise capital from foreign investors. While the offshore entity has no equity 
ownership of the VIE, these contractual arrangements permit the offshore entity to consolidate the 
VIE’s financial statements with its own for accounting purposes and provide for economic exposure 
to the performance of the underlying Chinese operating company. Therefore, an investor in the listed 
offshore entity, such as the Fund, will have exposure to the Chinese-based operating company only 
through contractual arrangements and has no ownership in the Chinese-based operating company. 
Furthermore, because the offshore entity only has specific rights provided for in these service 
agreements with the VIE, its abilities to control the activities at the Chinese-based operating company 
are limited and the operating company may engage in activities that negatively impact investment 
value.

While the VIE structure has been widely adopted, it is not formally recognized under Chinese 
law and therefore there is a risk that the Chinese government could prohibit the existence of such 
structures or negatively impact the VIE’s contractual arrangements with the listed offshore entity by 
making them invalid. If these contracts were found to be unenforceable under Chinese law, investors 
in the listed offshore entity, such as the Fund, may suffer significant losses with little or no recourse 
available. If the Chinese government determines that the agreements establishing the VIE structures 
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do not comply with Chinese law and regulations, including those related to restrictions on foreign 
ownership, it could subject a Chinese-based issuer to penalties, revocation of business and operating 
licenses, or forfeiture of ownership interest. In addition, the listed offshore entity’s control over a VIE 
may also be jeopardized if a natural person who holds the equity interest in the VIE breaches the terms 
of the agreement, is subject to legal proceedings or if any physical instruments for authenticating 
documentation, such as chops and seals, are used without the Chinese-based issuer’s authorization 
to enter into contractual arrangements in China. Chops and seals, which are carved stamps used 
to sign documents, represent a legally binding commitment by the company. Moreover, any future 
regulatory action may prohibit the ability of the offshore entity to receive the economic benefits of the 
Chinese-based operating company, which may cause the value of the Fund’s investment in the listed 
offshore entity to suffer a significant loss. For example, in 2021, the Chinese government prohibited 
use of the VIE structure for investment in after-school tutoring companies. There is no guarantee that 
the government will not place similar restrictions on other industries.

Compounding Risk.  The Funds have a single day investment objective, and the Funds’ performance for 
any other period is the result of its return for each day compounded over the period. The performance 
of the Funds for periods longer than a single day will very likely differ in amount, and possibly even 
direction, from their stated multiple of the daily return of the underlying stock for the same period, 
before accounting for fees and expenses. Compounding affects all investments, but has a more 
significant impact on a leveraged fund that rebalances daily. This effect becomes more pronounced 
as underlying stock volatility and holding periods increase. The Funds’ performance for a period 
longer than a single day can be estimated given any set of assumptions for the following factors: 
(a) underlying stock volatility; (b) underlying stock performance; (c) period of time; (d)  financing 
rates associated with leveraged exposure; and (e) other Fund expenses. The charts below illustrate 
the impact of two principal factors — underlying stock volatility and stock security performance — on 
Fund performance. The charts show estimated returns for each Fund for a number of combinations of 
underlying stock volatility and underlying stock performance over a one-year period. Actual volatility, 
underlying stock and Fund performance may differ significantly from the charts below. Performance 
shown in the charts assumes: (a) no Fund expenses; and (b) borrowing/lending rates (to obtain 
leveraged exposure) of zero percent. If Fund expenses and/or actual borrowing/lending rates were 
reflected, the Funds’ performance would be lower than shown.
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In the graph below, areas shaded red (or dark gray) represent those scenarios where a 2x Leveraged 
Long Fund can be expected to return less than 200% of the performance of the underlying stock and 
those shaded green (or light gray) represent those scenarios where a 2x Leveraged Long Fund can be 
expected to return more than 200% of the performance of the underlying stock. A 2x Leveraged Long 
Fund’s actual returns may be significantly better or worse than the returns shown below as a result of 
any of the factors discussed above or in “Correlation Risk” below.

One Year
Performance of the
Underlying Stock

200% of One Year
Performance of the
Underlying Stock

Volatility of the Underlying Stock (annualized)

10% 25% 50% 75% 100% 125% 150%

-95% -190% -99.8% -99.8% -99.8% -99.9% -99.9% -100.0% -100.0%

-90% -180% -99.0% -99.1% -99.2% -99.4% -99.6% -99.8% -99.9%

-80% -160% -96.1% -96.3% -96.9% -97.8% -98.6% -99.2% -99.6%

-70% -140% -91.1% -91.6% -93.0% -94.9% -96.7% -98.2% -99.1%

-60% -120% -84.2% -85.0% -87.6% -91.0% -94.2% -96.7% -98.4%

-50% -100% -75.3% -76.6% -80.6% -85.8% -90.9% -94.8% -97.4%

-40% -80% -64.4% -66.2% -72.0% -79.6% -86.9% -92.5% -96.3%

-30% -60% -51.5% -54.0% -61.9% -72.2% -82.1% -89.8% -94.9%

-20% -40% -36.7% -39.9% -50.2% -63.6% -76.5% -86.7% -93.4%

-10% -20% -19.8% -23.9% -36.9% -53.9% -70.3% -83.1% -91.6%

0% 0% -1.0% -6.1% -22.1% -43.1% -63.3% -79.1% -89.6%

10% 20% 19.8% 13.7% -5.8% -31.1% -55.5% -74.7% -87.4%

20% 40% 42.6% 35.3% 12.2% -17.9% -47.1% -69.9% -84.9%

30% 60% 67.3% 58.7% 31.6% -3.7% -37.8% -64.6% -82.3%

40% 80% 94.0% 84.1% 52.7% 11.7% -27.9% -59.0% -79.4%

50% 100% 122.6% 111.3% 75.2% 28.3% -17.2% -52.9% -76.4%

60% 120% 153.2% 140.3% 99.4% 46.0% -5.7% -46.3% -73.1%

70% 140% 185.8% 171.3% 125.0% 64.8% 6.4% -39.4% -69.6%

80% 160% 220.4% 204.0% 152.2% 84.7% 19.3% -32.0% -65.9%

90% 180% 256.8% 238.7% 181.0% 105.8% 33.0% -24.2% -62.0%

95% 190% 275.8% 256.7% 196.0% 116.8% 40.1% -20.2% -59.9%

100% 200% 295.3% 275.2% 211.3% 128.0% 47.4% -16.0% -57.8%

The foregoing table is intended to isolate the effect of underlying stock volatility and underlying stock 
performance on the return of a 2x Leverage Long Fund and is not a representation of actual returns. 
For example, a 2x Leveraged Long Fund may incorrectly be expected to achieve a 40% return on 
a yearly basis if the underlying stock return were 20%, absent the effects of compounding. As the 
table shows, with underlying stock volatility of 50%, a 2x Leveraged Long Fund could be expected to 
return +12.1% under such a scenario. A 2x Leveraged Long Fund’s actual returns may be significantly 
better or worse than the returns shown above as a result of any of the factors discussed above or in 
“Principal Risks — Correlation Risk” below.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in the particular 
industry to which its Underlying Stock is assigned, 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 financial developments could significantly 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. This sector can be significantly affected by the performance of the overall 
economy, interest rates, competition, and consumer confidence. Success can depend heavily on 
disposable household income and consumer spending. Changes in demographics and consumer 
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tastes can also affect the demand for, and success of, consumer discretionary products. The prices 
of raw materials fluctuate 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 profitability.

Consumer Discretionary Distribution and Retail Industry Risk.  The risks of investments 
in the industry include: the fact that securities prices and profitability may be tied closely to the 
performance of the domestic and international economy, interest rates, competition and consumer 
confidence; heavy dependence on disposable household income and consumer spending; severe 
competition; and changes in demographics and consumer tastes, which can affect the success of 
consumer products. 

Correlation Risk.  A number of factors may affect a Fund’s ability to achieve a high degree of 
correlation with its underlying stock, and there is no guarantee that the Funds will achieve a high 
degree of correlation. Failure to achieve a high degree of correlation may prevent the Funds from 
achieving their investment objectives, and the percentage change of a Fund’s NAV each day may 
differ, perhaps significantly in amount, and possibly even direction, from their stated multiple of the 
percentage change of the underlying stock on such day.

In order to achieve a high degree of correlation with its underlying stock, each Fund seeks to rebalance 
its portfolio daily to keep exposure consistent with its investment objective. Being materially under- or 
overexposed to its underlying stock may prevent a Fund from achieving a high degree of correlation 
with its underlying stock and may expose the Fund to greater leverage risk. Market disruptions or 
closure, regulatory restrictions, market volatility, illiquidity in the markets for the financial instruments 
in which a Fund invests, and other factors will adversely affect a Fund’s ability to adjust exposure to 
requisite levels. The target amount of portfolio exposure is impacted dynamically by an underlying 
stock’s movements, including intraday movements. Because of this, it is unlikely that a Fund will 
have perfect exposure during the day or at the end of each day and the likelihood of being materially 
under- or overexposed is higher on days when the underlying stock is volatile, particularly when the 
underlying stock is volatile at or near the close of the trading day.

A number of other factors may also adversely affect a Fund’s correlation with its underlying stock, 
including fees, expenses, transaction costs, financing costs associated with the use of derivatives, 
income items, valuation methodology, accounting standards and disruptions or illiquidity in the 
markets for the securities or financial instruments in which a Fund invests. The Funds may take or 
refrain from taking positions in order to improve tax efficiency, comply with regulatory restrictions, 
or for other reasons, each of which may negatively affect the Funds’ correlation with the underlying 
stocks. The Funds may also be subject to large movements of assets into and out of the Funds, 
potentially resulting in the Funds being under- or overexposed to the underlying stocks. Additionally, 
the Funds’ underlying investments and/or reference assets may trade on markets that may not be 
open on the same day as the Funds, which may cause a difference between the changes in the daily 
performance of the Funds and changes in the level of the underlying stocks. Any of these factors 
could decrease correlation between the performance of the Funds and the underlying stocks and 
may hinder a Fund’s ability to meet its daily investment objective on or around that day.
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Derivatives Risk.  Derivatives are financial 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), resulting in 
unexpected returns that could materially adversely affect the Fund. Some derivatives can have the 
potential for unlimited loss. 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 will be greater if the Fund uses only 
a limited number of counterparties. If there are only a couple of potential counterparties, the Fund, 
subject to applicable law, may enter into transactions with as few as one counterparty at any time.

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 indefinitely. 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.
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Leverage Risk.  Each Fund obtains investment exposure in excess of its net assets by utilizing 
leverage and may lose more money in market conditions that are adverse to its investment objective 
than a fund that does not utilize leverage. An investment in a Fund is exposed to the risk that a 
decline in the daily performance of the Underlying Stock will be magnified. Because each Leveraged 
Long Fund includes a multiplier of its underlying stock, a single day movement in an underlying 
stock approaching 50% for the 2x Leveraged Long Funds at any point in the day could result in the 
total loss of an investor’s investment if that movement is contrary to the investment objective of a 
Leveraged Long Fund, even if the underlying stock subsequently moves in an opposite direction, 
eliminating all or a portion of the earlier movement. Leverage will also have the effect of magnifying 
any differences in the Fund performance’s correlation with the Underlying Stock.

E-Commerce Risk.  E-commerce companies are subject to various risks that may cause significant 
losses, including risks related to warehousing and logistics capacity and deficiency issues, online 
security, system reliability, privacy failures, customer disputes, payment fraud, and website traffic 
decreases. Laws generally vary by country, including the application of taxes, which may create 
challenges for some e-commerce companies seeking to achieve scale. Companies in the e-commerce 
sector are especially subject to the adverse effects of economic recession and competition from new 
entrants in their fields of business.

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

Authorized Participants Concentration Risk.  The Fund has a limited number of financial 
institutions that may act as Authorized Participants. To the extent they exit the business or are 
otherwise unable to proceed in creation and redemption transactions with the Fund and no other 
Authorized Participant is able to step forward to create or redeem, shares of the Fund may be more 
likely to trade at a premium or discount to NAV and possibly face trading halts or delisting. Authorized 
Participant concentration risk may be heightened for ETFs, such as the Fund, that invest in securities 
issued by non-U.S. issuers or other securities or instruments that have lower trading volumes.

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.

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 difficulties 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 
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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. To the extent any costs associated with 
cash transactions are not offset by any transaction fees payable by an Authorized Participant, the 
Fund’s performance could be negatively impacted. 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.

Premium/Discount Risk.  The NAV of the Fund’s shares will generally fluctuate with changes 
in the market value of the Fund’s securities holdings. The market prices of Fund shares will generally 
fluctuate 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 a discount), at or 
above (at a premium) 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 Fund shares may be executed at market prices that are significantly 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 
influencing the prices of the securities of the Fund trading individually. The market prices of Fund 
shares may deviate significantly 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 significantly from the Fund’s NAV. In addition, market prices of Fund shares 
may deviate significantly 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 fixed amount and may be a significant 
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, which increases the cost of purchasing and selling Fund shares, 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.
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New Fund Risk.  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.

Fixed Income Securities Risk.  Investing in fixed 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.  Credit risk refers to the possibility that the issuer of a security will not be able 
to make payments of interest and principal when due. Changes in an issuer’s credit rating or the 
market’s perception of an issuer’s creditworthiness may also affect the value of an investment in that 
issuer. The degree of credit risk depends on both the financial condition of the issuer and the terms 
of the obligation.

Event Risk.  Event risk is the risk that an unexpected event could interfere with an issuer’s 
ability to make timely interest or principal payments or that causes market speculation about the 
issuer’s ability to make such payments. As a result, the credit quality and market value of an issuer’s 
bonds and/or other debt securities may decline significantly.

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 fluctuate 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 fixed 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 fixed 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 final 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 significantly, 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 financial condition or 
credit rating of issuers may also adversely affect the value of the Fund’s securities.

Maturity Risk.  The value of the Fund’s fixed income investments is also dependent on their 
maturity. Generally, the longer the maturity of a fixed income security, the greater its sensitivity to 
changes in interest rates.
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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.

High Portfolio Turnover Risk.  Daily rebalancing of the Fund’s holdings pursuant to its daily 
investment objective causes a much greater number of portfolio transactions when compared to 
most ETFs. Additionally, active market trading of the Fund’s shares on such exchanges as Nasdaq, 
could cause more frequent creation and redemption activities, which could increase the number of 
portfolio transactions. Frequent and active trading may lead to higher transaction costs because of 
increased broker commissions resulting from such transactions. In addition, there is the possibility 
of significantly increased short-term capital gains (which will be taxable to shareholders as ordinary 
income when distributed to them). The Fund calculates portfolio turnover without including the 
short-term cash instruments or derivative transactions that comprise the majority of the Fund’s 
trading. As such, if the Fund’s extensive use of derivative instruments were reflected, the calculated 
portfolio turnover rate would be significantly higher.

Indirect Investment Risk.  Each underlying stock is not affiliated with the Trust, the Adviser, or any 
affiliates thereof and is not involved with this offering in any way, and has no obligation to consider 
a Fund in taking any corporate actions that might affect the value of the Fund. Investing in a Fund 
is not equivalent to investing in a Fund’s underlying stock. Fund shareholders will not have voting 
rights or rights to receive dividends or other distributions or any other rights with respect to a Fund’s 
underlying stock.

Management Risk.  The Fund is actively-managed and may not meet its investment objective based 
on Krane’s success or failure to implement investment strategies for the Fund. Krane’s evaluations 
and assumptions regarding investments, markets, trends, and other factors may not successfully 
achieve the Fund’s investment objective given actual market conditions.

Market Risk.  The values of the Fund’s holdings could decline generally or could underperform 
other investments. Market fluctuations 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 U.S. and other countries. An 
increase in tariffs or trade restrictions, or even the threat of such developments, could lead to a 
significant reduction in international trade, which could have a negative impact on the world’s export 
industry and a commensurately negative impact on financial 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 specific 
issuer, market or securities markets generally. Therefore, the Fund is susceptible to the risk that 
certain holdings may be difficult or impossible to sell at a favorable time or price.

Turbulence in the financial markets and reduced liquidity in equity, credit and fixed-income markets 
may negatively affect issuers worldwide, which could have an adverse effect on the Fund. The Federal 
Reserve and other domestic and foreign government agencies may attempt to stabilize the global 
economy. These actions 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 actions, 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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Geopolitical risks, including terrorism, tensions or open conflict between nations, or political or 
economic dysfunction within some nations that are major players on the world stage or major 
producers of oil, may lead to overall instability in world economies and markets generally and have 
led, and may in the future lead, to increased market volatility and may have adverse long-term effects. 
Similarly, environmental and public health risks, such as natural disasters or pandemics/epidemics, 
or widespread fear that such events may occur, may impact markets adversely and cause market 
volatility in both the short- and long-term.

Certain illnesses spread rapidly and have the potential to significantly and adversely affect the global 
economy. Epidemics and/or pandemics have and may further result in, among other things, closing 
borders, enhanced health screenings, healthcare service preparation and delivery, quarantines, 
cancellations, disruptions to supply chains and customer activity, as well as general concern and 
uncertainty. The impact of such epidemics and/or pandemics that may arise in the future, have the 
potential to affect the economies of many nations, individual companies and the global securities 
and commodities markets, including liquidity, in ways that cannot necessarily be foreseen at the 
present time. The impact of infectious diseases in developing or emerging market countries may be 
greater due to less established health care systems. Health crises caused by the recent coronavirus 
outbreak may exacerbate other preexisting political, social and economic risks in certain countries. 
The impact of the outbreak may be short term or may last for an extended period of time and may 
have material adverse impacts on the Fund.

Non-Diversified Fund Risk.  Because the Fund is non-diversified and may invest a greater portion of 
its assets in fewer issuers than a diversified fund, changes in the market value of a single portfolio 
holding could cause greater fluctuations in the Fund’s share price than would occur in a diversified 
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.

On-Line Business Services and Retail Company Risks.  The performance of the Underlying Stock, 
and consequently the Fund’s performance, is subject to the risks of the online retail company sector. 
Companies that operate in the online marketplace and retail segments are subject to fluctuating 
consumer demand. Unlike traditional brick and mortar retailers, online marketplaces and retailers 
must assume shipping costs or pass such costs to consumers. Consumer access to price information 
for the same or similar products may cause companies that operate in the online marketplace and 
retail segments to reduce profit margins in order to compete. Due to the nature of their business 
models, companies that operate in the online marketplace and retail segments may also be subject 
to heightened cyber security risk, including the risk of theft or damage to vital hardware, software 
and information systems. The loss or public dissemination of sensitive customer information or other 
proprietary data may negatively affect the financial performance of such companies to a greater 
extent than traditional brick and mortar retailers. As a result of such companies being web-based and 
the fact that they process, store, and transmit large amounts of data, including personal information, 
for their customers, failure to prevent or mitigate data loss or other security breaches, including 
breaches of vendors’ technology and systems, could expose companies that operate in the online 
marketplace and retail segments or their customers to a risk of loss or misuse of such information, 
adversely affect their operating results, result in litigation or potential liability, and otherwise harm 
their businesses.

Operational and Cybersecurity Risk.  The Fund, Krane, its service providers and your ability to transact 
with the Fund may be negatively impacted due to operational matters arising from, among other 
problems, human errors, systems and technology disruptions or failures, or cybersecurity incidents. 
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Cybersecurity incidents may allow an unauthorized party to gain access to fund assets, customer 
data, or proprietary information, or cause the Fund or its service providers, as well as the securities 
trading venues and their service provides, to suffer data corruption or lose operational functionality. 
It is not possible for Krane or the other Fund service providers to identify all of the cybersecurity or 
other operational risks that may affect the Fund or to develop processes and controls to completely 
eliminate or mitigate their occurrence or effects.

PDD Holdings Inc. Investing Risk.  Issuer-specific attributes may cause an investment held by the 
Fund to be more volatile than the market generally. The value of an individual security or particular 
type of security may be more volatile than the market as a whole and may perform differently 
from the value of the market as a whole. As of the date of this prospectus, in addition to the risks 
associated with companies in the consumer discretionary sector, PDD faces risks associated 
with: the highly competitive nature of the e-commerce industry; economic and market uncertainty; 
reductions in demand for its products; potential concentration of revenues in a few large clients; 
geopolitical events and pandemics; adequate protection of technology or other intellectual property; 
exchange rates; reliance on third parties to manufacture products; possible shortages of equipment 
or materials needed to manufacture products; cybersecurity attacks and data breaches; system 
failures or outages; potential incompatibility of product with some or all industry standard software 
and hardware; increases in costs; adverse government regulations; regulatory compliance costs; 
litigation; taxes; indebtedness; and the ability to attract and retain high quality talent.

Rebalancing Risk.  If for any reason a Fund is unable to rebalance all or a portion of its portfolio, 
or if all or a portion of the portfolio is rebalanced incorrectly, a Fund’s investment exposure may not 
be consistent with the Fund’s investment objective. In these instances, a Fund may have investment 
exposure to its underlying stock that is significantly greater or less than its stated multiple. As a result, 
a Fund may be more exposed to leverage risk than if they had been properly rebalanced and may not 
achieve its investment objective.

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 diversification 
requirements. 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. The Fund’s pursuit 
of its investment strategy will potentially be limited by the Fund’s intention to qualify for such 
treatment and could adversely affect the Fund’s ability to so qualify. The Fund may make certain 
investments, the treatment of which for these purposes is unclear. 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. 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.

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 
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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 reflect the difference between their attributable 
share of the gain and the related credit or refund.

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 efficient 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 
qualification 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 classified 
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.

Tracking Error Risk.  Tracking error is the divergence of a Fund’s performance from that of the 
underlying stock. The performance of a Fund may diverge from that of the underlying stock for a 
number of reasons. Tracking error may occur because of transaction costs, the Fund’s holding of 
cash, differences in accrual of dividends, changes to the underlying stock or the need to meet new 
or existing regulatory requirements. Tracking error risk may be heightened during times of market 
volatility or other unusual market conditions. Each Fund may be required to deviate its investments 
as a result of market restrictions or other legal reasons, including regulatory limits or other restrictions 
on securities that may be purchased by the Adviser and its affiliates.

Trading Halt Risk.  Although an underlying issuer’s shares are listed for trading on an exchange, 
there can be no assurance that an active trading market for such shares will be available at all times 
and the exchange may halt trading of such shares in certain circumstances. A halt in trading in the 
underlying issuer’s shares may, in turn, result in a halt in the trading in the Fund’s shares. Trading 
in the underlying issuer’s and/or Fund’s shares on the exchange may be halted due to market 
conditions or for reasons that, in the view of the exchange, make trading in the underlying issuer’s 
and/or Fund’s shares inadvisable. In addition, trading in the underlying issuer’s and/or Fund’s shares 
on an exchange is subject to trading halts caused by extraordinary market volatility pursuant to 
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exchange “circuit breaker” rules. In the event of a trading halt for an extended period of time, the Fund 
may be unable to execute arrangements with swap counterparties that are necessary to implement 
the Fund’s investment strategy.

Due to the limited availability of necessary investments or financial instruments, the Fund could, 
among other things, as a defensive measure, limit or suspend creations or redemptions of Creation 
Units until the adviser determines that the requisite exposure to the underlying stock is obtainable. 
During the period that creation or redemptions are affected, the Fund’s shares could trade at a 
significant premium or discount to their net asset value or the bid-ask spread of a Fund’s shares 
could widen significantly. In the case of a period during which creations are suspended, a Fund 
could experience significant redemptions, which may cause the Fund to sell portfolio securities at 
unfavorable prices and increased transaction and other costs and make greater taxable distributions 
to shareholders of a Fund.

Underlying Stock Risk.  Each Underlying Stock is subject to many risks that can negatively impact its 
revenue and viability including, but are not limited to price volatility risk, management risk, inflation 
risk, global economic risk, growth risk, supply and demand risk, operations risk, regulatory risk, 
environmental risk, terrorism risk and the risk of natural disasters. Each Fund’s daily returns may be 
affected by many factors but will depend on the performance and volatility of the Underlying Stock.
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Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”), which is a UN PRI signatory1, is a registered 
investment adviser located at 280 Park Avenue, 32nd Floor, New  York, NY 10017 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 sub-adviser to assist 
it in managing each Fund’s investments, but will be responsible for overseeing any sub-advisers. 
Krane manages each Fund’s business affairs, provides office facilities and equipment and certain 
clerical, bookkeeping and administrative services, and permits its officers and employees to serve as 
officers or Trustees of the Trust. Under the Investment Advisory Agreement, Krane bears all of its own 
costs associated with providing advisory services to each Fund. 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 2x Long BABA Daily ETF*������������������������������������������������������������������������������������ 1.25%

KraneShares 2x Long PDD Daily ETF���������������������������������������������������������������������������������������� 1.25%

*	 Krane has contractually agreed to waive its management fee by 0.27% of the Fund’s average daily net 
assets. This contractual fee waiver will continue until August 1, 2026, and may only be terminated prior 
thereto by the Board.

1	 UN PRI is an abbreviation for ‘United Nations Principles for Responsible Investment,’ a UN-supported 
network of investors that works to promote sustainable investment through the incorporation of 
environmental, social and governance factors into investment decision-making. PRI signatories publicly 
commit to adopt and implement the network’s six ESG principles, which are voluntary and aspirational, 
where consistent with their fiduciary duties. Although the Adviser is a UN PRI signatory, each Fund is not 
an ESG fund.
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The Investment Advisory Agreement has been approved by the Board and shareholders of each Fund 
(in this regard, Krane as the sole initial shareholder of each Fund will approve various matters and 
agreements, including the Investment Advisory Agreement for each Fund prior to its public offering).

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 a 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 a 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.

Because each Fund had not commenced operations prior to the date of this prospectus, Krane did 
not receive any advisory fees or fees from securities lending activities from a Fund during the prior 
fiscal year. A discussion regarding the basis for the Board’s approval of a Fund’s investment advisory 
agreement will be available in a Fund’s first report to Shareholders.

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, 
2024, Central Huijin Investment Limited, a mainland Chinese-domiciled entity, and HKSCC Nominees 
Limited, held approximately 40.11% and 39.42%, respectively, 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 280 Park Avenue, 32nd Floor, New York, New York 10017, holds the remaining equity 
interests in Krane and Jonathan Krane, through his equity interests in KFA One Holdings, LLC, 
beneficially 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 unaffiliated sub-adviser, 
as defined in the exemptive relief, or to change the terms of a sub-advisory agreement with a 
“wholly-owned” or unaffiliated sub-adviser without first obtaining shareholder approval. The exemptive 
order further permits Krane to add or to change a “wholly-owned” or unaffiliated 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 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. Each Fund will notify shareholders of any change of a Fund’s sub-adviser.

Portfolio Managers

James Maund, Head of Capital Markets at the Adviser, has served as the lead portfolio manager of 
each Fund since its inception. He joined the Adviser in 2020 and has over 17 years of experience 
in the investment management industry. Previously, he was a Vice President in the Institutional ETF 
Group and a member of the ETF Capital Markets Group at State Street Global Advisors (2010-2019); 
and an ETF trader at Goldman Sachs & Co (2005-2009). Mr. Maund graduated with a bachelor’s 
degree in economics from Wesleyan University.
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Jonathan Shelon, Chief Operating Officer at Krane, also serves as a portfolio manager of each Fund 
and supports Mr. Maund and Krane’s investment team with respect to each Fund. Mr. Shelon has 
been a portfolio manager of each Fund since each Fund’s inception. Mr. Shelon joined Krane in 2015. 
Mr. Shelon has spent the majority of his career managing investment portfolios and diverse teams at 
leading asset management organizations. Prior to joining Krane, he was the Chief Investment Officer 
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.

Other Service Providers

SEI Investments Global Funds Services (“Administrator”) serves as administrator for the Funds. The 
Administrator provides necessary administrative and accounting services for the maintenance and 
operations of the Trust and the Funds, and makes available the office space, equipment, personnel 
and facilities required to provide such services.

SEI Investments Distribution Co. (“Distributor”), an affiliate of the Administrator, serves as the Funds’ 
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 a Fund.

Brown Brothers Harriman & Co. (“BBH”) serves as custodian and transfer agent for the Funds. BBH 
maintains in separate accounts cash, securities and other assets of a Fund, keeps all necessary 
accounts and records, and provides other services.
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Calculating NAV

Each Fund calculates its NAV by:

	y Taking the current market value of its total assets

	y Subtracting any liabilities and withholdings (if any)

	y 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.

Securities listed on a securities exchange (i.e. exchange-traded equity securities), 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 by independent pricing agents 
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 Official Closing Price will be used. 
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.

If available, debt securities are priced based upon valuations provided by independent third-party 
pricing agents. Such values generally reflect 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 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.

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, except as discussed below for FLEX options, are valued at the mean of 
their most recent bid and asked price, if available, and otherwise, long positions will be valued 
at the most-recent bid price, and short positions will be valued at the most-recent ask price. 
Over-the-counter (“OTC”) options are valued based upon prices determined by the applicable 
independent, third party pricing agent.
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FLEX (short for flexible) options are normally valued using a model-based price provided by a 
third-party pricing vendor. On days when a trade in a FLEX options occurs, the trade price will be used 
to value such FLEX options in lieu of the model 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.

On certain days, the settlement price for futures may not be available at the time the Fund calculates 
its NAV. On such days, the best available price (which is typically the last trade price) may be used 
to value futures.

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 
are valued in the same manner as other exchange-traded equity securities (described above).

Investments for which market prices are not “readily available,” or are not deemed to reflect current 
market values, or are debt securities where no evaluated price is available from third-party pricing 
agents pursuant to established methodologies, are fair valued in accordance with the Adviser’s 
valuation policies and procedures approved by the Board. 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.

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 “Significant Event”) has occurred between 
the time of the security’s last close and the time that the Fund calculates its NAV. A Significant 
Event may relate to a single issuer or to an entire market sector, country or region. Events that may 
be Significant Events may include: government actions, natural disasters, armed conflict, acts of 
terrorism and significant market fluctuations. If Krane becomes aware of a Significant 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 the 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 Adviser 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’s Fair Valuation Committee determines to make additional 
adjustments. Certain foreign securities exchanges have mechanisms in place that confine 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 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.
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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.

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 
calculated and on which Fund shares do not trade and sales and redemptions of shares do not 
occur. As a result, the value of the Fund’s portfolio securities and the net asset value of its shares 
may change on days when share purchases or sales cannot occur.

Buying and Selling Fund Shares

Shares of a Fund may be purchased or redeemed directly from a Fund only in Creation Units or 
multiples thereof. Only a broker-dealer (“Authorized Participant”) that enters into an Authorized 
Participant Agreement with the Funds’ distributor, SEI Investments Distribution Co. (the “Distributor”), 
may engage in creation and redemption transactions directly with a 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. 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. 
Please see the SAI for more information about purchases and redemptions of Creation Units.

Once purchased (i.e., created) by an Authorized Participant, 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. The price at which you buy or sell Shares (i.e., the market 
price) may be more or less than the NAV of the Shares. Unless imposed by your broker, there is no 
minimum dollar amount you must invest in a Fund and no minimum number of Shares you must 
buy. 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. Except when aggregated in Creation Units, 
Shares are not redeemable by a Fund.

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), Juneteenth, Independence Day, Labor Day, Columbus Day, Veterans’ Day, Thanksgiving 
Day, and Christmas Day.

For more information on how to buy and sell shares of the Funds, call 1.855.857.2638 or visit 
www.kraneshares.com.

Premium/Discount Information

Information showing the number of days the market price of a 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 will be available by visiting a Fund’s website 
at www.kraneshares.com. The premium and discount information contained on the website will 
represent past performance and cannot be used to predict future results.
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Portfolio Holdings Information

Each day a Fund is open for business, the Trust publicly disseminates a Fund’s full portfolio holdings 
as of the close of the previous day through the website. A description of a Fund’s policies and 
procedures with respect to the disclosure of Fund portfolio holdings is available in the Funds’ 
Statement of Additional Information (“SAI”). The holdings of a Fund can be found on each Fund’s 
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 a Fund’s shares because the 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 a 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 the 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 management. 
In addition, a 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

Each Fund is eligible for investment by other investment companies pursuant to the exemptive relief 
provided by the SEC in Rule 12d1-4 under the 1940 Act. This policy is subject to change.

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 the 
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 firm 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.
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Broker-dealer firms 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 firms 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.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase shares of a Fund through a broker-dealer or other financial intermediary (such as a 
bank), Krane, any Fund sub-adviser or an affiliate of either may pay the intermediary for marketing 
activities or other services related to the sale or promotion of a Fund. These payments may create 
a conflict of interest by influencing the broker-dealer or other financial intermediary and your 
salesperson to recommend the Fund over another investment. Ask your salesperson or visit your 
financial intermediary’s website for more information.

Distribution Plan

Each Fund has adopted a Distribution Plan (the “Plan”) that allows the Fund to pay distribution 
fees to the Distributor and other firms 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 a Fund is open for business 
or contact your financial 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 financial intermediary for any questions you may have.
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Dividends and Distributions

Each Fund plans to pays out dividends to shareholders annually. Each Fund distributes its net capital 
gains, if any, to shareholders annually. Each Fund may make distributions on a more or less frequent 
basis. Each 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 a Fund as a regulated 
investment company under Subchapter M of the Code, to avoid imposition of income or excise taxes 
on undistributed income.

Each Fund may have extremely high portfolio turnover, which may cause it to generate significant 
amounts of taxable income. Each Fund will generally need to distribute net short-term capital gain 
to satisfy certain tax requirements. As a result of each Fund’s high portfolio turnover, it could need to 
make larger and/or more frequent distributions than traditional ETFs.
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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 a Fund, 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 specific 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 qualifies 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.

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 qualified dividend income. For non-corporate shareholders, 
dividends that are reported as qualified dividend income are generally taxable at reduced maximum 
tax rates to the extent that the Fund receives qualified 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 profits 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.

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, qualified dividend income, and capital gains distributions shortly 
after the close of each calendar year.
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Because of the possibility of high portfolio turnover, each Fund may generate significant amounts of 
taxable income. Accordingly, each Fund may need to make larger and/or more frequent distributions 
than traditional unleveraged ETFs. A substantial portion of that income typically will be short-term 
capital gain, which will generally be treated as ordinary income when distributed to shareholders.

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 qualified dividend 
income. Consult your financial 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 reflect foreign taxes paid on your income tax return if it makes this election.

If you hold your shares in a tax-qualified 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 filing 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

A 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 identification 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 certified 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, 
the Fund’s ordinary income dividends (which include distributions of net short-term capital gains, 
unless the Fund designates such distributions as short-term capital gain dividends) 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 
(or dividends designated as interest-related dividends or short-term capital gain dividends). You also 
may potentially be subject to U.S. federal estate taxes.

A 30% withholding tax will generally be imposed on dividends paid by the Fund to (i) foreign financial 
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. Proposed regulations (which are effective while pending) eliminate 
the application of the Foreign Account Tax Compliance Act (“FATCA”) withholding tax to capital gain 
dividends and redemption proceeds that was scheduled to take effect in 2019.

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.

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 the 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 
significant 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 beneficial share ownership for purposes of the 
80% determinations.
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Financial Highlights
 

No financial highlights are available for the Fund because the Fund had not commenced operations 
prior to the end of the prior fiscal year.



Additional Information

Additional and more detailed information about the Funds are included in the SAI dated March 12, 
2025. The SAI has been filed 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 file electronically with the SEC and copies of this 
information may be obtained, after paying a duplicating fee, by electronic request at the following 
e-mail address: publicinfo@sec.gov.

You may obtain a copy of the SAI, the Annual or Semi-Annual Reports to shareholders, and other 
information such as Fund financial statements, or make inquiries, without charge, by calling 
1.855.857.2638, visiting www.kraneshares.com, or writing the Trust at 280 Park Avenue, 32nd Floor, 
New York, NY 10017. Additional information about the Funds’ investments will be available in the 
Annual and Semi-Annual Reports and in Form N-CSR. Also, in the Funds’ Annual Report, you will 
find a discussion of the market conditions and investment strategies that significantly affected the 
Funds’ performance during its last fiscal year. In Form N-CSR, you will find the Funds’ annual and 
semi-annual financial statements. Each Fund’s fiscal year end is March 31.

No one has been authorized to give any information or to make any representations not contained in 
this Prospectus or in the Funds’ SAI in connection with the offering of Fund shares. Do not rely on any 
such information or representations as having been authorized by a Fund, Krane or the sub-adviser, 
as applicable. This Prospectus does not constitute an offering by a Fund in any jurisdiction where 
such an offering is not lawful.

The Trust enters into contractual arrangements with various parties, including among others, 
the Funds’ investment adviser, sub-adviser(s) (if applicable), distributor, custodian, and transfer 
agent who provide services to the Funds. Shareholders are not parties to any such contractual 
arrangements or intended beneficiaries 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 Funds 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 file number is 811-22698.


	Table of Contents
	Fund Summary
	KraneShares 2x Long BABA Daily ETF
	KraneShares 2x Long PDD Daily ETF

	Additional Information About the Funds
	Additional Information about the Funds’ Principal Investment Strategies
	Principal Investment Risks

	Management
	Investment Adviser
	Portfolio Managers
	Other Service Providers

	Shareholder Information
	Calculating NAV
	Buying and Selling Fund Shares
	Premium/Discount Information
	Portfolio Holdings Information
	Active Investors and Market Timing
	Investments by Registered Investment Companies
	Continuous Offering
	Payments to Broker-Dealers and Other Financial Intermediaries
	Distribution Plan
	Householding Policy
	Dividends and Distributions

	Additional Tax Information
	Financial Highlights
	Additional Information




