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Quadratic Interest Rate Volatility and Inflation Hedge ETF
(the “Fund”)

 
Supplement dated March 30, 2026, to the currently effective Summary Prospectus, Statutory Prospectus and

Statement of Additional Information, as each may be supplemented, for the Fund
 
This supplement provides new and additional information beyond that contained in the currently effective Summary Prospectus, Statutory Prospectus
(together, the “Prospectus”) and Statement of Additional Information and should be read in conjunction with the Prospectus and Statement of
Additional Information dated August 1, 2025.
 
Capitalized terms and certain other terms used in this supplement, unless otherwise defined in this supplement, have the meanings assigned to them in the
Prospectus and Statement of Additional Information.
 
On February  20, 2026, the Trust’s Board of Trustees approved a contractual management fee waiver between Krane Funds Advisors, LLC, the Fund’s
investment adviser, and the Trust on behalf of the Fund. Such waiver becomes effective on April 1, 2026.
 
Accordingly, effective April 1, 2026, the following changes are made to the Prospectus and Statement of Additional Information of the Fund:
 
1. The “Fees and Expenses of the Fund” and “Example” sections of the Fund’s Prospectus are deleted and replaced with the following:
 
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 0.99%

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

Acquired Fund Fees and Expenses 0.02%

Other Expenses 0.01%

Total Annual Fund Operating Expenses 1.02%

Fee Waiver** -0.04%

Total Annual Fund Operating Expenses After Fee Waiver 0.98%
 
* Pursuant to a Distribution Plan, the Fund may bear a Rule 12b-1 fee not to exceed 0.25% per year of the Fund’s average daily net assets. However, no

such fee is currently paid by the Fund, and the Board of Trustees has not currently approved the commencement of any payments under the Distribution
Plan.

** Krane has contractually agreed to waive its management fee by 0.04% of the Fund’s average annual net assets (the “Fee Waiver”). The Fee Waiver will
continue until August 1, 2028, and may only be terminated prior thereto by the Board. The expense information in the table has been restated to reflect
the foregoing waiver arrangement.
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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, 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 5 Years 10 Years

$100 $315 $552 $1,231
 
2. With respect to the Fund, the following information replaces the row related to the Fund and the applicable footnote in the table in the

“Investment Adviser” section of the Fund’s Statutory Prospectus and Statement of Additional Information:
 
Fund Advisory Fee Fee Waiver

Quadratic Interest Rate Volatility and Inflation Hedge ETF 0.99% 0.04%***
 
*** Effective April 1, 2026, Krane has contractually agreed to waive its management fee by 0.04% of the average annual net assets of Quadratic Interest Rate

Volatility and Inflation Hedge ETF. This contractual fee waiver will continue until August  1, 2028, and may only be terminated prior thereto by the
Board. In addition, the fee waiver will terminate if the Investment Advisory Agreement for the Fund is terminated.

 
PLEASE RETAIN THIS SUPPLEMENT FOR FUTURE REFERENCE.
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KRANESHARES TRUST

 
Each series of KraneShares Trust listed in Appendix A

(each, a “Fund”)
 

Supplement dated February 20, 2026
to the currently effective Prospectus and Statement of Additional Information,

as supplemented, for each Fund
 

This supplement provides new and additional information beyond that contained in each currently effective Prospectus and the Statement of Additional
Information listed above and should be read in conjunction with the Prospectus and Statement of Additional Information.
 
 
Krane Funds Advisors, LLC (“Krane” or the “Adviser”), the investment adviser to each Fund, recently entered into an agreement whereby its officers and
employees, among others, through KFA Two Holdings, LLC, will acquire a majority interest in the Adviser from China International Capital Corporation (USA)
Holdings Inc., a wholly-owned, indirect subsidiary of China International Capital Corporation Limited (the “Transaction”). Pursuant to the requirements of the
Investment Company Act of 1940, as amended (“1940 Act”), the closing of the Transaction will automatically terminate the current investment advisory
agreement (“Current IAA”) between Krane and the Trust, on behalf of each Fund, and for Funds that are sub-advised (as listed on Appendix B, the “Sub-
advised Funds”), the investment sub-advisory agreement (“Current Sub-IAAs”) between Krane and the relevant sub-adviser (as listed in Appendix B, “Sub-
advisers”).
 
In anticipation of the closing of the Transaction and to provide for a continuous investment program to the Funds, the Board of Trustees of the Funds (“Board”)
met at an in-person meeting on February 20, 2026 to review and consider a new investment advisory agreement between Krane and the Trust, on behalf of each
Fund (“New IAA”) and a new investment sub-advisory agreement for each of the Sub-advised Funds (“New Sub-IAAs”). At that meeting, the Board, including a
majority of the members who are not “interested persons,” as defined in the 1940 Act (“Independent Trustees”), unanimously approved a New IAA for each
Fund and the New Sub-IAAs for the Sub-advised Funds. The terms of the New IAA and each New Sub-IAA are identical to the terms of the Current IAA and the
relevant Sub-IAA, respectively, except as to their effective and termination dates.
 
The Board approved the new Sub-IAAs for the Sub-advised Funds with the Sub-advisers pursuant to a manager-of-managers exemptive order. This order
permits Krane, subject to the approval of the Board, to appoint, terminate or replace a wholly-owned or unaffiliated sub-adviser without the need for shareholder
approval. Accordingly, while shareholders of the Funds will be asked to approve the New IAA at a special meeting of each Fund’s shareholders (“Shareholder
Meeting”), shareholders of the Sub-advised Funds will not be asked to vote on the New Sub-IAAs at the Shareholder Meeting. In connection with the
Shareholder Meeting, shareholders will receive a proxy statement that describes in greater detail the terms of the New IAA.
 
The closing of the Transaction is conditioned upon, among other matters, the vote of a majority of the outstanding shares of certain Funds approving the New
IAA. In order to seek to ensure the continuity of management of the operational Funds in the event that the requisite vote is not obtained by the time the
Transaction closes, the Board, including a majority of the Independent Trustees, unanimously approved an interim investment advisory agreement (“Interim
IAA”) between Krane and the Trust, on behalf of the Funds, pursuant to Rule 15a-4(b)(2) under the 1940 Act, and interim sub-advisory agreements (“Interim
Sub-IAAs”) between Krane and the Sub-advisers, pursuant to Rule 15a-4(b)(1), to become effective upon the closing of the Transaction. The terms of the Interim
IAA and each Interim Sub-IAAs are identical to the terms of the Current IAA and the relevant Sub-IAA, respectively, except as required by law and the effective
date. The Interim IAA and Sub-IAAs may remain in effect for up to 150 days after the closing of the Transaction, allowing such Funds to continue soliciting
shareholders to approve the New IAA.
 

 



 

 
APPENDIX A

 
KraneShares 100% KWEB Defined Outcome January 2027 ETF (KPRO)
KraneShares 2x Long ASML Daily ETF (KASM)*
KraneShares 2X Long BABA Daily ETF (KBAB)
KraneShares 2X Long BIDU Daily ETF (KBDU)
KraneShares 2x Long GRAB Daily ETF (KGRB)*
KraneShares 2X Long JD Daily ETF (KJD)
KraneShares 2X Long MELI Daily ETF (KMLI)
KraneShares 2X Long PDD Daily ETF (KPDD)
KraneShares 2x Long SE Daily ETF (KSE)*
KraneShares 2x Long TSM Daily ETF (KTSM)*
KraneShares 90% KWEB Defined Outcome January 2027 ETF (KBUF)
KraneShares Artificial Intelligence and Technology ETF (AGIX)
KraneShares Asia Pacific High Income USD Bond ETF (KHYB)
KraneShares California Carbon Allowance Strategy ETF (KCCA)
KraneShares China Alpha Index ETF (KCAI)
KraneShares CSI China Internet ETF (KWEB)
KraneShares Dragon Capital Vietnam Growth Index ETF (KPHO)
KraneShares Eastern US Carbon Strategy ETF (KRGI)*
KraneShares Electric Vehicles and Future Mobility Index ETF (KARS)
KraneShares Emerging Markets Consumer Technology Index ETF (KEMQ)
KraneShares Global Carbon Strategy ETF (KRBN)
KraneShares Global EM Revenue Leaders Index ETF (KREV)*
KraneShares Global Humanoid and Embodied Intelligence Index ETF (KOID)
KraneShares Hang Seng TECH Index ETF (KTEC)
KraneShares Hedgeye Hedged Equity Index ETF (KSPY)
KraneShares InspereX Nasdaq Dynamic Buffered High Income Index ETF (KIQQ)
KraneShares KWEB Covered Call Strategy ETF (KLIP)
KraneShares Man Buyout Beta Index ETF (BUYO)
KraneShares Mount Lucas Managed Futures Index Strategy ETF (KMLM)
KraneShares MSCI All China Health Care Index ETF (KURE)
KraneShares MSCI China A Hedged Index ETF (KBAH)*
KraneShares MSCI China Clean Technology Index ETF (KGRN)
KraneShares MSCI Emerging Markets ex China Index ETF (KEMX)
KraneShares MSCI One Belt One Road Index ETF (OBOR)
KraneShares SSE STAR Market 50 Index ETF (KSTR)
KraneShares Sustainable Ultra Short Duration Index ETF (KCSH)
KraneShares Value Line® Dynamic Dividend Equity Index ETF (KVLE)
KraneShares Wahed Alternative Income Index ETF (KWIN)
Quadratic Deflation ETF (BNDD)
Quadratic Interest Rate Volatility and Inflation Hedge ETF (IVOL)
 
 
* Funds are effective but not operational.
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APPENDIX B

 
Fund Sub-Adviser

KraneShares Asia Pacific High Income USD Bond ETF Amova Asset Management Americas, Inc.
605 Third Avenue, 38th Floor
New York, New York 10158

KraneShares SSE STAR Market 50 Index ETF Bosera Asset Management (International) Co., Ltd.
Jardine House, Suite 4109
One Connaught Place, Central, Hong Kong

KraneShares Global Carbon Strategy ETF
KraneShares California Carbon Allowance Strategy ETF

Climate Finance Partners LLC
1000 N. West Street, Suite 1200, Wilmington, Delaware 19801

KraneShares Dragon Capital Vietnam Growth Index ETF Dragon Capital Management (HK) Limited
Unit 2406, 24/F.
9 Queen’s Road Central, Hong Kong,

KraneShares Artificial Intelligence and Technology ETF Etna Capital Management Company Ltd
1532 Nexxus Building, Connaught Road
Central, Hong Kong

KraneShares Hedgeye Hedged Equity Index ETF Hedgeye Asset Management, LLC
1 High Ridge Park, Third Floor, Stamford, Connecticut 06905

KraneShares Mount Lucas Managed Futures Index Strategy ETF Mount Lucas Index Advisers LLC
405 South State Street
Newtown, Pennsylvania 18940

KraneShares Man Buyout Beta Index ETF Numeric Investors LLC
200 Pier 4 Boulevard, Fifth Floor
Boston, Massachusetts 02210

Quadratic Interest Rate Volatility and Inflation Hedge ETF Quadratic Deflation
ETF

Quadratic Capital Management LLC
39 Lewis Street, Fourth Floor
Greenwich, Connecticut 06830

KraneShares Wahed Alternative Income Index ETF Wahed Invest LLC
27 East 28th Street, 8th Floor
New York, New York 10016

 
 

PLEASE RETAIN THIS SUPPLEMENT FOR FUTURE REFERENCE.
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KRANESHARES TRUST

 
Quadratic Deflation ETF

(the “Fund”)
 

Supplement dated August 22, 2025 to the currently effective Summary Prospectus, Statutory Prospectus and Statement of Additional Information, as
each may be supplemented, for the Fund

 
This supplement provides new and additional information beyond that contained in the currently effective Summary Prospectus, Statutory Prospectus
(together, the “Prospectus”) and Statement of Additional Information and should be read in conjunction with the Prospectus and Statement of
Additional Information dated August 1, 2025.
 
 

 
Reverse Share Split

 
The Board of Trustees of the KraneShares Trust (“Trust”) has approved, based on the recommendation of Krane Funds Advisors, LLC, the investment adviser
to the Fund, a reverse split of the issued and outstanding shares of the Fund.
 
After the close of the markets on September 4, 2025, the Fund will affect a reverse split of its issued and outstanding shares as follows:
 

Fund Name  
Reverse

Split Ratio    
Approximate decrease in total
number of outstanding shares

Quadratic Deflation ETF     1:8       88%
 
As a result of this reverse split, every eight shares of the Fund will be exchanged for one share as indicated in the table above. Accordingly, the total number of
the issued and outstanding shares for the Fund will decrease by the approximate percentage indicated above. In addition, the per share net asset value (“NAV”)
and next day’s opening market price will be approximately eight times higher for the Fund. Shares of the Fund will begin trading on the NYSE Arca, Inc.
(“NYSE Arca”) on a split-adjusted basis on September 5, 2025.
 
The next day’s opening market value of the Fund’s issued and outstanding shares, and thus a shareholder’s investment value, will not be affected by the reverse
split. The table below illustrates the effect of a hypothetical one for eight reverse split anticipated for the Fund, as applicable and described above:
 

1 for 8 Reverse Split
 

Period     # of Shares Owned     Hypothetical NAV     Hypothetical Market Value  
Pre-Split     160     $ 10     $ 1,600  
Post-Split     20     $ 80     $ 1,600  
 



 

 
The Trust’s transfer agent will notify the Depository Trust Company (“DTC”) of the reverse split and instruct DTC to adjust each shareholder’s investment(s)
accordingly. DTC is the registered owner of the Fund’s shares and maintains a record of the Fund’s record owners.
 
Redemption of Fractional Shares and Tax Consequences for the Reverse Split
 
As a result of the reverse split, a shareholder of the Fund’s shares potentially could hold a fractional share. However, fractional shares cannot trade on the NYSE
Arca. Thus, the Fund will redeem for cash a shareholder’s fractional shares at the Fund’s split-adjusted NAV. Such redemption may have tax implications for
those shareholders and a shareholder could recognize a gain or loss in connection with the redemption of the shareholder’s fractional shares. Otherwise, the
reverse split will not result in a taxable transaction for holders of Fund shares. No transaction fee will be imposed on shareholders for such redemption. A
shareholder’s aggregate tax basis in post-transaction shares will include the tax basis of the pre-transaction shares, less the basis in any redeemed fractional
shares.
 
“Odd Lot” Unit
 
Also as a result of the reverse split, the Fund may have outstanding one aggregation of less than 5,000 shares to make a creation unit, or an “odd lot unit.” Thus,
the Fund will provide an authorized participant with a one-time opportunity to redeem the odd lot unit at the split-adjusted NAV or the NAV on such date the
authorized participant seeks to redeem the odd lot unit.

 
Change in Creation Unit Size

 
Effective after the close of the markets on September 3, 2025, the first sentence of the second paragraph of the “Creation and Redemption of Creation
Units - General” section of the Fund’s Statement of Additional Information is deleted in its entirety and replaced with the following:
 
Currently, the number of shares that constitutes a Creation Unit is 5,000 shares.

 
 

PLEASE RETAIN THIS SUPPLEMENT FOR FUTURE REFERENCE.
 

 



Prospectus

August 1, 2025

QUADRATIC INTEREST RATE VOLATILITY AND INFLATION HEDGE ETF
Ticker Symbol: IVOL

QUADRATIC DEFLATION ETF
Ticker Symbol: BNDD

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

Neither the Securities and Exchange Commission nor any state securities commission 
has approved or disapproved of these securities or passed upon the accuracy or 
adequacy of this Prospectus. Any representation to the contrary is a criminal offense.
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Fund Summary
Quadratic Interest Rate Volatility and Inflation Hedge ETF

Investment Objective 

The Quadratic Interest Rate Volatility and Inflation Hedge ETF (the “Fund”) is a fixed income ETF 
that seeks to hedge relative interest rate movements, whether these movements arise from falling 
short-term interest rates or rising long-term interest rates, and to benefit from market stress when 
fixed income volatility increases, while providing the potential for enhanced inflation-protected 
income.

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 ������������������������������������������������������������������������������������������������������������������ 0.99%
Distribution and/or Service (12b-1) Fees*������������������������������������������������������������������������������ 0.00%
Acquired Fund Fees and Expenses ������������������������������������������������������������������������������������������ 0.02%
Other Expenses ���������������������������������������������������������������������������������������������������������������������� 0.01%

Total Annual Fund Operating Expenses������������������������������������������������������������������������������������������ 1.02%

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

Example 

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

1 Year 3 Years 5 Years 10 Years

$104 $325 $563 $1,248

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. 
During the most recent fiscal year, the Fund’s portfolio turnover rate was 0% of the average value of its 
portfolio. This rate excludes the value of portfolio securities received or delivered as a result of in-kind 
creations or redemptions of the Fund’s shares and is calculated without regard to most derivatives. If 
such instruments were included, the Fund’s portfolio turnover rate would be higher.  
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Fund Summary
Quadratic Interest Rate Volatility and Inflation Hedge ETF

Principal Investment Strategies 

The Fund is actively managed and, under normal circumstances, seeks to achieve its investment 
objective primarily by investing, directly or indirectly, in a mix of U.S. Treasury Inflation-Protected 
Securities (“TIPS”) and long options tied to the shape of the U.S. interest rate curve (described 
below). A “long option” refers to the purchase of an option, as opposed to the sale of an option not 
previously owned by the Fund, which would be referred to as a “short option.” The Fund’s strategy 
is designed to hedge against inflation risk and generate positive returns from the Fund’s options 
during periods when interest rate volatility increases and/or the U.S. interest rate curve steepens 
(i.e., the spread between interest rates on U.S. long-term debt instruments and U.S. shorter-term debt 
instruments widens). Because equity and real estate market corrections tend to be correlated with 
interest rate volatility and a steepening of the interest rate curve, the Fund’s strategy may also serve 
to hedge against the risks of such market corrections.

The Fund invests in TIPS directly or through other exchange-traded funds (“ETFs”) that invest in TIPS. 
TIPS are U.S. government bonds (specifically, Treasury securities) whose principal amount increases 
with inflation, as measured by the Consumer Price Index (“CPI”), and are designed to protect investors 
from inflation risk. The Fund may purchase TIPS of any maturity.

The Fund also invests in long options tied to the shape of the U.S. interest rate swap curve. The 
U.S. interest rate swap curve is a type of interest rate curve that reflects the fixed interest rates 
used in interest rate swap agreements with different maturities (swap rates are the fixed interest 
rate exchanged for a floating interest rate in an interest rate swap). Such options are expected to 
(i) appreciate in value as the curve steepens or interest rate volatility increases and (ii) decrease 
in value or become worthless as the curve flattens or inverts or interest rate volatility declines. The 
U.S. interest rate swap curve “steepens” when the spread between swap rates on longer-term debt 
instruments and shorter-term debt instruments widens, “flattens” when such spread narrows, and 
“inverts” when swap rates on longer-term debt instruments become lower than those for shorter-term 
debt instruments (i.e., the spread is negative).

When the Fund purchases an option, the Fund pays a cost (premium) to purchase the option. The 
Fund’s investments in options will be traded in the over-the counter (“OTC”) market. OTC derivative 
instruments generally have more flexible terms negotiated between the buyer and the seller. These 
instruments would generally be subject to greater counterparty risk. Many of the protections afforded 
to exchange participants will not be available for OTC options and there is no daily price fluctuation 
limits. OTC instruments also may be subject to greater liquidity risk. Under the Fund’s option 
contracts, the Fund pays upfront for the option contracts (i.e., the premium), and counterparties are 
not required to post variation margin. There is no potential additional cash outflow or future liability 
for the Fund under the options; the Fund’s only potential loss on such options is the premium paid 
in advance. However, the Fund’s options contracts are subject to counterparty risk, which is the risk 
of non-performance by an options counterparty. Such non-performance could result in a material 
loss to the Fund. The Fund is also subject to custodial risk as a result of (1) holding cash at the 
Fund’s custodian because such cash deposits are unsecured liabilities of the custodian and (2) the 
custodian, at times, sweeping excess cash to other banks, which would be unsecured liabilities of 
those other banks.

Options contracts, by their terms, have stated expirations; therefore, to maintain consistent exposure 
to options, the Fund must periodically migrate out of options nearing expiration and into options with 
later expirations — a process referred to as “rolling.” The Fund’s investment sub-adviser, Quadratic 
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Fund Summary
Quadratic Interest Rate Volatility and Inflation Hedge ETF

Capital Management LLC (“Quadratic” or the “Sub-Adviser”), expects that the Fund will typically 
purchase options with a time-to-expiration of between six months and two years, though the Fund 
may purchase options with shorter or longer expirations.

Under normal circumstances, the Sub-Adviser generally expects to invest less than 20% of the 
Fund’s assets in option premiums (as defined below) and to actively manage the Fund’s options 
investments to reduce the weight of such options in the Fund’s portfolio if their value increases above 
the desired amount. Similarly, the Sub-Adviser generally expects to sell portfolio investments and 
reinvest proceeds in options if the value of such options declines below the desired amount.

Investments in derivative instruments, such as options, have the economic effect of creating financial 
leverage in the Fund’s portfolio because such investments may give rise to gains or losses that are 
disproportionate to the amount the Fund has invested in those instruments. Because the Fund only 
invests in long options as part of its principal investment strategy, the maximum loss for the Fund’s 
options position is the “options premium,” which is defined as the premium paid for the options and 
any post-purchase appreciation in value. Thus, any disproportionate returns are generally expected 
to exist only when the value of such options appreciates. However, following such appreciation, even 
small changes in the shape of the U.S. interest rate curve or interest rate volatility may result in a 
significant decline in the value of such options with a maximum loss equal to the options premium. 
The Fund is likely to be significantly more volatile than a fund holding only long positions in the 
same U.S. government bonds as the Fund because the options component of the Fund could result 
in significant gains for the Fund or in a complete loss of the premium for the Fund’s options.

The Fund is non-diversified and therefore may invest a larger percentage of its assets in the securities 
of a single issuer or smaller number of issuers than diversified funds.

Principal Risks 

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

Derivatives Risk.  The use of derivatives 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 
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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.  

The derivative instruments and techniques that the Fund may principally use include the following 
risks:

Options Risk.  If the Fund buys an option, it buys a legal contract giving it the right to buy 
or sell a specific amount of the underlying instrument or swap on the underlying instrument at an 
agreed-upon price typically in exchange for a premium paid by the Fund. In general, most options on 
interest rate swaps are “European-style” options, which means that they can only be exercised at the 
end of the option term. A decision as to whether, when and how to use options involves the exercise 
of skill and judgment and even a well-conceived option transaction may be unsuccessful because 
of market behavior or unexpected events. The prices of options can be highly volatile and the use of 
options can lower total returns.

OTC options generally have more flexible terms negotiated between the buyer and the seller, 
but the counterparties may be required to post “variation margin” as frequently as daily to reflect 
any gains or losses in such options contracts. Where, as here, such variation margin is not required 
to be posted, such instruments are generally subject to greater credit risk and counterparty risk, 
which is the risk that the other party to the derivative will fail to make required payments or otherwise 
comply with the terms of the option. Counterparty risk may arise because of market activities and 
developments, the counterparty’s financial condition (including financial difficulties, bankruptcy, or 
insolvency), or other reasons. OTC instruments also may be subject to greater liquidity risk.

Hedging Risk.  The Fund seeks to mitigate (or hedge) the risk associated with the potential impact of 
a steepening U.S. interest rate curve (“curve risk”), an increase in inflation and inflation expectations, 
and an increase in interest rate volatility on the performance of U.S. government bonds. The Fund 
does not seek to mitigate credit risk, non-curve interest rate risk, or other factors influencing the 
price of U.S. government bonds, which factors may have a greater impact on the bonds’ returns than 
the U.S. interest rate curve or inflation. Further, there is no guarantee that the Fund’s investments 
will eliminate or mitigate curve risk, inflation risk or the potential impact of interest rate volatility on 
long positions in U.S. government bonds. If interest rates rise in parallel within the U.S. interest rate 
curve, the Fund will not be hedged. In addition, when the U.S. interest rate curve flattens or inverts, 
the Fund’s investments in options may lose value or end up worthless. Under such circumstances, the 
Fund will generally underperform a portfolio comprised solely of U.S. government bonds (without 
the options owned by the Fund). In a flattening or inverted curve environment, the Fund’s hedging 
strategy could result in disproportionately larger losses in the Fund’s options as compared to gains 
or losses in its U.S. government bond positions attributable to interest rate changes. There is no 
guarantee that the Fund will have positive returns, even in environments of sharply rising inflation 
rates in which the Fund’s options might be expected to mitigate the effects of such rises. The Fund will 
incur expenses when entering into positions in rate-linked options. Moreover, to the extent that curve 
risk has been priced into the U.S. government bonds owned by the Fund, the Fund will underperform 
other investments even during periods of curve steepening.

Rate-Linked Derivatives Investment Risk.  The Fund’s exposure to derivatives tied to interest rates 
subjects the Fund to greater volatility than investments in traditional securities, such as stocks and 
bonds. Investing in derivatives tied to interest rates, including through options tied to the shape of 
the U.S. interest rate curve, can be extremely volatile. The value of such investments may fluctuate 
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rapidly based on a variety of factors, including overall market movements; economic events and 
policies; changes in interest rates or inflation rates; changes in monetary and exchange control 
programs; war; acts of terrorism; natural disasters; and technological developments. The Fund is 
expected to benefit from the options it holds if the U.S. interest rate curve steepens during the 
time period in which the Fund holds the options. However, if the U.S. interest rate curve flattens or 
inverts, the Fund will lose money on the options, up to the amount invested in option premiums, 
and underperform an otherwise identical bond fund that had not used such options. Rate-linked 
derivatives may lose money if interest rates change in a manner not anticipated by the Sub-Adviser.

An increase in interest rates may cause the value of securities held directly or indirectly by the Fund 
to decline to the extent that the increase is not linked to a steepening of the U.S. interest rate curve 
or the Fund’s hedging strategy is not effectively implemented. Even if the Fund is hedged against 
losses due to interest rate increases linked to U.S. interest rate curve steepening, outright interest 
rate increases may lead to heightened volatility in the fixed-income markets and may positively affect 
the value of the Fund’s options while negatively impacting the Fund’s investments in TIPS.

There can be no assurance that the Fund’s interest-rate linked options will accurately deliver positive 
returns if inflation experienced in the United States or the rate of expected future inflation reflected 
in the prices and yields of bonds held by the Fund rises. The Fund could lose money on the options 
held by the Fund, and the present value of the Fund’s portfolio investments could decrease if inflation 
increases. These interest rate-linked options may also cause the Fund’s net asset value and returns to 
be more volatile and expose the Fund to increased counterparty risk. Fluctuations in the steepness of 
the U.S. interest rate curve or the price of the options owned by the Fund could materially adversely 
affect an investment in the Fund.

The Fund’s investments in options are not intended to mitigate duration and credit risk or other 
factors influencing the price of U.S. government bonds, which may have a greater impact on the 
bonds’ returns than curve risk. Moreover, to the extent that curve risk has been priced into the 
government bonds owned directly or indirectly by the Fund, the Fund could underperform other 
investments even during inflationary periods. There is no guarantee that the Fund will have positive 
performance even in environments of sharply rising inflation. There is no guarantee that the Fund 
will be able to successfully mitigate inflation risk or that bond values and interest rates will match 
changes in inflation rates.

Fixed Income Securities Risk.  Investing in fixed income securities subjects the Fund to the following 
risks:

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.

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, which could cause the credit quality and market value of an 
issuer’s bonds and/or other debt securities to decline significantly.

Interest Rate Risk.  Generally, the value of fixed income securities will change inversely with 
changes in interest rates. As interest rates rise, the market value of fixed income securities tends 
to decrease. Conversely, as interest rates fall, the market value of fixed income securities tends to 
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increase. This risk will be greater for long-term securities than for short-term securities. Changes in 
monetary policy, which can be difficult to predict, may heighten the level of interest rate risk for the 
Fund.

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. 

TIPS Risk.  U.S. Treasury Inflation-Protected Securities (“TIPS”) are debt instruments issued by the 
by the United States Department of the Treasury. The principal of TIPS increases with inflation and 
decreases with deflation, as measured by the Consumer Price Index (“CPI”). When TIPS mature, 
investors are paid the adjusted principal or original principal, whichever is greater. Interest payments 
on TIPS are unpredictable and will fluctuate as the principal and corresponding interest payments 
are adjusted for inflation. Inflation-indexed bonds generally pay a lower nominal interest rate than 
a comparable non-inflation-indexed bond. There can be no assurance that the CPI will accurately 
measure the real rate of inflation in the prices of goods and services. Any increases in the principal 
amount of TIPS will be considered taxable ordinary income, even though the Fund or applicable 
underlying ETF will not receive the principal until maturity. As a result, the Fund may make income 
distributions to shareholders that exceed the cash it receives. In addition, TIPS are subject to credit 
risk, interest rate risk, and maturity risk.

U.S. Government Obligations Risk.  Obligations of U.S. Government agencies and authorities receive 
varying levels of support and may not be backed by the full faith and credit of the U.S. Government, 
which could affect the Fund’s ability to recover should they default. No assurance can be given that 
the U.S. Government will provide financial support to its agencies and authorities if it is not obligated 
by law to do so. Additionally, market prices and yields of securities supported by the full faith and 
credit of the U.S. government or other countries may decline or be negative for short or long periods 
of time.

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.

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.

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.
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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.

Liquidity Risk.  The Fund’s investments are subject to liquidity risk, which exists when an investment 
is or becomes difficult or impossible to purchase or sell at an advantageous time and price. If a 
transaction is particularly large or if the relevant market is or becomes illiquid, it may not be possible 
to initiate a transaction or liquidate a position, which may cause the Fund to suffer significant losses 
and difficulties in meeting redemptions. Liquidity risk may be the result of, among other things, 
market turmoil, the reduced number and capacity of traditional market participants, or the lack of 
an active trading market. Markets for securities or financial instruments could be disrupted by a 
number of events, including, but not limited to, an economic crisis, natural disasters, new legislation 
or regulatory changes inside or outside the U.S. Liquid investments may become less liquid after 
being purchased by the Fund, particularly during periods of market stress. In addition, if a number of 
securities held by the Fund stop trading, it may have a cascading effect and cause the Fund to halt 
trading. Volatility in market prices will increase the risk of the Fund being subject to a trading halt.

Management Risk.  The Fund is actively-managed and may not meet its investment objective 
based on the Sub-Adviser’s success or failure to implement investment strategies for the Fund. The 
Sub-Adviser’s evaluations and assumptions regarding investments, interest rates, inflation, 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, or changes in global trade 
relationships 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. 

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

Large Shareholder Risk.  To the extent a large number of shares of the Fund is held by a single 
shareholder or a small group of shareholders, the Fund is subject to the risk that redemption by those 
shareholders of all or a large portion of their shares will adversely affect the Fund’s performance by 
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forcing the Fund to sell securities, potentially at disadvantageous prices, to raise the cash needed 
to satisfy such redemption requests. This risk may be heightened during periods of declining or 
illiquid markets, or to the extent that such large shareholders have short investment horizons or 
unpredictable cash flow needs. Such redemptions may also increase transaction costs and/or have 
adverse tax consequences for remaining shareholders.

High Portfolio Turnover Risk.  Pursuant to government regulations, the Fund’s portfolio turnover rate 
is calculated without regard to most derivatives. As a result, the Fund’s portfolio turnover may be low 
despite relatively high portfolio activity. High portfolio turnover or high portfolio activity may increase 
the Fund’s brokerage commission costs and other transaction costs and may negatively impact the 
Fund’s performance. Such portfolio turnover or activity also may generate net short-term capital 
gains.

Investments in Investment Companies Risk.  The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane, a sub-adviser, and/or their 
affiliates. The Fund will indirectly be exposed to the risks of investments by such funds and will incur 
its pro rata share of the underlying fund’s expenses. Additionally, investments in ETFs are subject to 
ETF Risk. Krane and a sub-adviser are subject to conflicts of interest in allocating Fund assets to 
investment companies that are advised, sponsored or otherwise serviced by Krane, a sub-adviser 
and/or their affiliates. To the extent that the Fund invests in investment companies or other pooled 
investment vehicles that are not registered pursuant to the 1940 Act, it will not enjoy the protections 
of the U.S. law.

Tax Risk.  To qualify for the favorable U.S. federal income tax treatment accorded to a regulated 
investment company (“RIC”) under the Internal Revenue Code of 1986, as amended (the “Code”), 
the Fund must satisfy certain income, asset diversification and distribution requirements each year. 
Among other requirements, the Fund must derive at least 90% of its gross income each taxable year 
from certain qualifying sources of income and the Fund’s assets must be diversified so that at least 
50% of the value of the Fund’s total assets is represented by cash and cash items, U.S. government 
securities, securities of other RICs, and other securities, subject to certain other limitations (see the 
“Taxes” section in the SAI for additional information). The Fund’s investments in certain rate-linked 
derivative instruments (such as rate-linked options) may generate income that is not qualifying 
income and such investments may not be treated as investments in “securities” for purposes of 
the asset diversification requirement. The Fund will also need to manage its exposure to derivatives 
counterparties for purposes of satisfying the diversification test. If the Fund were to fail to meet 
the qualifying income test or asset diversification test and fail to qualify as a RIC, it would be 
taxed in the same manner as an ordinary corporation, and distributions to its shareholders would 
not be deductible by the Fund in computing its taxable income, which would adversely affect the 
Fund’s performance. The failure by the Fund to qualify as a RIC would have significant negative tax 
consequences to Fund shareholders and would significantly and adversely affect a shareholder’s 
return on its investment in the Fund. Under certain circumstances, the Fund may be able to cure 
a failure to meet the qualifying income test or asset diversification test if such failure was due to 
reasonable cause and not willful neglect, but to do so the Fund may incur significant fund-level taxes, 
which would effectively reduce (and could eliminate) the Fund’s returns.
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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.

Return of Capital Risk.  Historically, a portion of the Fund’s distributions have been treated as a 
return of capital for tax purposes. Return of capital distributions are not taxable income to you but 
reduce your tax basis in your shares of the Fund. Such a reduction in tax basis will result in larger 
taxable gains and/or lower tax losses on a subsequent sale of shares of the Fund. There is no 
guarantee that the character of the Fund’s distributions will be similar in the future.

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

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

Total Annual Returns For Calendar Years Ended December 31
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As of June 30, 2025, the Fund’s calendar year-to-date total return was 12.08%.
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Best and Worst Quarter Returns (for the period reflected in the bar chart above)

Return
Quarter 

Ended/Year

Highest Return����������������������������������������������������������������������������������������������������� 5.05% 9/30/2024

Lowest Return����������������������������������������������������������������������������������������������������� -11.51% 9/30/2022

Average Annual Total Returns for the periods ended December 31, 2024

Quadratic Interest Rate Volatility and Inflation Hedge ETF 1 year 5 years

Since  
Inception  

(5-14-2019)

Return Before Taxes�������������������������������������������������������������������������� -10.92% -3.36% -2.45% 

Return After Taxes on Distributions���������������������������������������������������� -10.92% -3.81% -3.00% 

Return After Taxes on Distributions and Sale of Fund Shares�������������� -6.47% -2.61% -1.97% 

Bloomberg US Treasury Inflation-Linked Bond Index (Reflects no 
deduction for fees, expenses or taxes)������������������������������������������ 1.84% 1.87% 2.45%

Management

Investment Adviser and Sub-Adviser

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

Quadratic Capital Management LLC (“Quadratic” or “Sub-Adviser”), a registered Small/Minority 
Business Enterprise and a majority woman-owned firm, serves as the investment sub-adviser to the 
Fund.

Portfolio Manager

Nancy Davis, Managing Partner and Chief Investment Officer of Quadratic, has been primarily 
responsible for the day-to-day management of the Fund’s portfolio since the Fund’s inception in 
April 2019.

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.ivoletf.com.
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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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Investment Objective 

The Quadratic Deflation ETF (the “Fund”) seeks to benefit from lower growth, deflation, lower or 
negative long-term interest rates, and/or a reduction in the spread between shorter and longer term 
interest rates by investing in U.S. Treasuries and options. 

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 ������������������������������������������������������������������������������������������������������������������ 0.99%
Distribution and/or Service (12b-1) Fees*������������������������������������������������������������������������������ 0.00%
Acquired Fund Fees and Expenses ������������������������������������������������������������������������������������������ 0.02%
Other Expenses ���������������������������������������������������������������������������������������������������������������������� 0.01%

Total Annual Fund Operating Expenses������������������������������������������������������������������������������������������ 1.02%

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

Example 

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

1 Year 3 Years 5 Years 10 Years

$104 $325 $563 $1,248

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. 
During the most recent fiscal year, the Fund’s portfolio turnover rate was 0% of the average value of its 
portfolio. This rate excludes the value of portfolio securities received or delivered as a result of in-kind 
creations or redemptions of the Fund’s shares and is calculated without regard to most derivatives. If 
such instruments were included, the Fund’s portfolio turnover rate would be higher.  

Principal Investment Strategies 

The Fund is actively managed by the Fund’s investment sub-adviser, Quadratic Capital Management 
LLC (“Quadratic” or the “Sub-Adviser”), and seeks to achieve its investment objective primarily by 
investing, directly or indirectly, in a mix of U.S. Treasury securities (“Treasuries”) and option strategies 
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(as defined below) tied to the shape of the U.S. interest rate swap curve (described below). The 
Fund’s strategy is designed to hedge against deflation risk and generate positive returns from the 
Fund’s options during periods when the U.S. interest rate curve flattens (i.e., the spread between 
interest rates on U.S. long-term debt instruments and U.S. shorter-term debt instruments tightens) 
or inverts.

The Fund invests in Treasuries of various maturities directly or through other exchange-traded funds 
(“ETFs”) that invest in Treasuries. The “option strategies” used by the Fund are options strategies of 
various maturities that are tied to the shape of the U.S. interest rate swap curve and structured to 
limit the loss to the Fund and include long options, long spreads and butterflies. The U.S. interest 
rate swap curve is a type of interest rate curve that reflects the fixed interest rates used in interest 
rate swap agreements with different maturities. (“Swap rates” are a fixed interest rate exchanged 
for a floating interest rate in an interest rate swap). The Fund may buy options, long spreads and 
“butterflies”. Long spreads involve buying one call (put) option and selling another call (put) option 
to create a range consisting of a lower (higher) strike price and an upper (lower) strike price and the 
maximum loss should be limited to the premium paid. Butterflies involve buying a call (put) with a 
lower (higher) strike price, selling two call (put) options with an intermediate strike price, and buying 
one additional call (put) option with a higher (lower) strike price and the maximum loss should be 
limited to the premium paid. 

The option strategies used by the Fund are expected to (i) appreciate in value as the curve flattens 
or inverts (i.e., lower or negative long-term interest rates and/or a reduction in the spread between 
shorter and longer term interest rates) and (ii) decrease in value or become worthless as the curve 
steepens. The U.S. interest rate swap curve “flattens” when the spread between swap rates on 
longer-term debt instruments and shorter-term debt instruments narrows, “steepens” when such 
spread widens, and “inverts” when swap rates on longer-term debt instruments become lower than 
those for shorter-term debt instruments (i.e., the spread is negative).

When the Fund purchases an option, the Fund pays a cost (premium) to purchase the option. The 
Fund’s investments in options will be traded in the over-the counter (“OTC”) market. OTC derivative 
instruments generally have more flexible terms negotiated between the buyer and the seller. These 
instruments would generally be subject to greater counterparty risk. Many of the protections afforded 
to exchange participants will not be available for OTC options and there is no daily price fluctuation 
limits. OTC instruments also may be subject to greater liquidity risk. Under the Fund’s option 
contracts, the Fund pays upfront for the option contracts (i.e., the premium), and counterparties are 
not required to post variation margin. There is no potential additional cash outflow or future liability 
for the Fund under the options; the Fund’s only potential loss on such options is the premium paid in 
advance. However, the Fund’s options contracts are subject to counterparty risk, which is the risk of 
non-performance by an options counterparty. Such non-performance could result in a material loss 
to the Fund. The Fund is also subject to significant counterparty risk as a result of holding cash at the 
Fund’s custodian because such cash deposits are unsecured liabilities of the custodian.

Options contracts, by their terms, have stated expirations; therefore, to maintain consistent exposure 
to options, the Fund will periodically migrate out of existing positions and into different positions 
with different strike prices and maturities — a process referred to as “rolling.” Quadratic will use its 
discretion to implement option strategies with a time-to-expiration of any maturity.

Under normal circumstances, the Sub-Adviser generally expects to invest less than 20% of the 
Fund’s assets in option premiums (as defined below) and to actively manage the Fund’s options 
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investments to reduce the weight of such options in the Fund’s portfolio if their value increases above 
the desired amount. Similarly, the Sub-Adviser generally expects to sell portfolio investments and 
reinvest proceeds in options if the value of such options declines below the desired amount.

Investments in derivative instruments, such as the options used in the options strategies, have the 
economic effect of creating financial leverage in the Fund’s portfolio because such investments may 
give rise to gains or losses that are disproportionate to the amount the Fund has invested in those 
instruments. Because the Fund only invests option strategies structured to limit the potential loss 
to the Fund as part of its principal investment strategy, the maximum loss for the Fund’s options 
position is the “options premium,” which is defined as the net premium paid for the options and 
any post-purchase appreciation in value. Thus, any disproportionate returns are generally expected 
to exist only when the value of such options appreciates. However, following such appreciation, 
even small changes in the shape of the U.S. interest rate curve or interest rate volatility may result 
in a significant decline in the value of such options with a maximum loss equal to the options 
premium at risk. Even small changes in the shape of the U.S. interest rate curve or changes to 
interest rate volatility levels may result in a significant decline in the value of such options. While the 
options strategies used by the Fund are structured to limit the potential loss to the Fund, there is no 
guarantee that this will occur.

The Fund is non-diversified and therefore may invest a larger percentage of its assets in the securities 
of a single issuer or smaller number of issuers than diversified funds.

Principal Risks

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

Derivatives Risk.  The use of derivatives 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. 
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The derivative instruments and techniques that the Fund may principally use include the following 
risks:

Options Risk.  If the Fund buys an option, it buys a legal contract giving it the right to buy 
or sell a specific amount of the underlying instrument or swap on the underlying instrument at an 
agreed-upon price typically in exchange for a premium paid by the Fund. In general, most options on 
interest rate swaps are “European-style” options, which means that they can only be exercised at the 
end of the option term. A decision as to whether, when and how to use options involves the exercise 
of skill and judgment and even a well-conceived option transaction may be unsuccessful because 
of market behavior or unexpected events. The prices of options can be highly volatile and the use of 
options can lower total returns.

OTC options generally have more flexible terms negotiated between the buyer and the seller, 
but the counterparties may be required to post “variation margin” as frequently as daily to reflect 
any gains or losses in such options contracts. Where, as here, such variation margin is not required 
to be posted, such instruments are generally subject to greater credit risk and counterparty risk, 
which is the risk that the other party to the derivative will fail to make required payments or otherwise 
comply with the terms of the option. Counterparty risk may arise because of market activities and 
developments, the counterparty’s financial condition (including financial difficulties, bankruptcy, or 
insolvency), or other reasons. OTC instruments also may be subject to greater liquidity risk.

Options Strategies Risk.  The options strategies used by the Fund may involve writing covered 
options and are structured as long call spreads, long put spreads or long butterflies. If there is a 
broad market move, the strategies may not have the same return as a strategy composed of only long 
options. The Fund will pay a premium for its options strategies and they are structured to limit the 
potential loss to the Fund to the market value of the options strategy; however, there is no guarantee 
that this will occur. If an option that the Fund has purchased is never exercised or closed out, the 
Fund will lose the amount of the premium it paid and the use of those funds.

Hedging Risk.  The Fund seeks to mitigate (or hedge) the risk associated with the potential impact of 
a flattening or inverting U.S. interest rate curve (“curve risk”), deflation and deflationary expectations, 
on the performance of U.S. government bonds. The Fund does not seek to mitigate credit risk, 
non-curve interest rate risk, or other factors influencing the price of U.S. government bonds, which 
factors may have a greater impact on the bonds’ returns than the U.S. interest rate curve or deflation. 
Further, there is no guarantee that the Fund’s investments will eliminate or mitigate curve risk, 
deflation risk on long positions in U.S. government bonds. If interest rates increase in parallel within 
the U.S. interest rate curve, the Fund will not be hedged. In addition, when the U.S. interest rate 
curve steepens, the Fund’s investments in options may lose value or end up worthless. Under such 
circumstances, the Fund will generally underperform a portfolio comprised solely of U.S. government 
bonds (without the options owned by the Fund). In a steepening curve environment, the Fund’s 
hedging strategy could result in disproportionately larger losses in the Fund’s options as compared 
to gains or losses in its U.S. government bond positions attributable to interest rate changes. There 
is no guarantee that the Fund will have positive returns, even in environments of sharply declining 
inflation rates. The Fund will incur expenses when entering into positions in rate-linked options. 
Moreover, to the extent that curve risk has been priced into the U.S. government bonds owned by the 
Fund, the Fund will underperform other investments even during periods of curve flattening.

Rate-Linked Derivatives Investment Risk.  The Fund’s exposure to derivatives tied to interest rates 
subjects the Fund to greater volatility than investments in traditional securities, such as stocks and 
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bonds. Investing in derivatives tied to interest rates, including through options tied to the shape of 
the U.S. interest rate curve, can be extremely volatile. The value of such investments may fluctuate 
rapidly based on a variety of factors, including overall market movements; economic events and 
policies; changes in interest rates or inflation rates; changes in monetary and exchange control 
programs; war; acts of terrorism; natural disasters; and technological developments. The Fund 
is expected to benefit from the options it holds if the U.S. interest rate curve flattens or inverts 
during the time period in which the Fund holds the options. However, if the U.S. interest rate curve 
steepens, the Fund will lose money on the options, up to the amount invested in option premiums, 
and underperform an otherwise identical bond fund that had not used such options. Rate-linked 
derivatives may lose money if interest rates change in a manner not anticipated by the Sub-Adviser.

An increase in interest rates may cause the value of securities held directly or indirectly by the Fund 
to decline to the extent that the increase is not linked to a flattening or inverting of the U.S. interest 
rate curve or the Fund’s hedging strategy is not effectively implemented. Even if the Fund is hedged 
against losses due to interest rate increase linked to U.S. interest rate curve flattening or inverting, 
outright interest rate increases may lead to heightened volatility in the fixed-income markets and may 
positively affect the value of the Fund’s options while negatively impacting the Fund’s investments 
in Treasuries.

There can be no assurance that the Fund’s interest-rate linked options will accurately deliver positive 
returns if deflation experienced in the United States or the rate of expected future inflation reflected 
in the prices and yields of bonds held by the Fund declines. The Fund could lose money on the 
options held by the Fund, and the present value of the Fund’s portfolio investments could decrease 
if deflation occurs. These interest rate-linked options may also cause the Fund’s net asset value 
and returns to be more volatile and expose the Fund to increased counterparty risk. Fluctuations 
in the steepness of the U.S. interest rate curve or the price of the options owned by the Fund could 
materially adversely affect an investment in the Fund.

The Fund’s investments in options are not intended to mitigate duration and credit risk or other 
factors influencing the price of U.S. government bonds, which may have a greater impact on the 
bonds’ returns than curve risk. Moreover, to the extent that curve risk has been priced into the 
government bonds owned directly or indirectly by the Fund, the Fund could underperform other 
investments even during deflationary periods. There is no guarantee that the Fund will have positive 
performance even in environments of sharply declining inflation. There is no guarantee that the Fund 
will be able to successfully mitigate deflation risk or that bond values and interest rates will match 
changes in inflation rates.

Fixed Income Securities Risk.  Investing in fixed income securities subjects the Fund to the following 
risks:

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.

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, which could cause the credit quality and market value of an 
issuer’s bonds and/or other debt securities to decline significantly.
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Interest Rate Risk.  Generally, the value of fixed income securities will change inversely with 
changes in interest rates. As interest rates rise, the market value of fixed income securities tends 
to decrease. Conversely, as interest rates fall, the market value of fixed income securities tends to 
increase. This risk will be greater for long-term securities than for short-term securities. Changes in 
monetary policy, which can be difficult to predict, may heighten the level of interest rate risk for the 
Fund. 

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.

U.S. Government Obligations Risk.  Obligations of U.S. Government agencies and authorities receive 
varying levels of support and may not be backed by the full faith and credit of the U.S. Government, 
which could affect the Fund’s ability to recover should they default. No assurance can be given that 
the U.S. Government will provide financial support to its agencies and authorities if it is not obligated 
by law to do so. Additionally, market prices and yields of securities supported by the full faith and 
credit of the U.S. government or other countries may decline or be negative for short or long periods 
of time.

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.

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. 

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.
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Liquidity Risk.  The Fund’s investments are subject to liquidity risk, which exists when an investment 
is or becomes difficult or impossible to purchase or sell at an advantageous time and price. If a 
transaction is particularly large or if the relevant market is or becomes illiquid, it may not be possible 
to initiate a transaction or liquidate a position, which may cause the Fund to suffer significant losses 
and difficulties in meeting redemptions. Liquidity risk may be the result of, among other things, 
market turmoil, the reduced number and capacity of traditional market participants, or the lack of 
an active trading market. Markets for securities or financial instruments could be disrupted by a 
number of events, including, but not limited to, an economic crisis, natural disasters, new legislation 
or regulatory changes inside or outside the U.S. Liquid investments may become less liquid after 
being purchased by the Fund, particularly during periods of market stress. In addition, if a number of 
securities held by the Fund stop trading, it may have a cascading effect and cause the Fund to halt 
trading. Volatility in market prices will increase the risk of the Fund being subject to a trading halt.

Management Risk.  The Fund is actively-managed and may not meet its investment objective 
based on the Sub-Adviser’s success or failure to implement investment strategies for the Fund. The 
Sub-Adviser’s evaluations and assumptions regarding investments, interest rates, inflation, 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, or changes in global trade 
relationships 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.

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

Large Shareholder Risk.  To the extent a large number of shares of the Fund is held by a single 
shareholder or a small group of shareholders, the Fund is subject to the risk that redemption by those 
shareholders of all or a large portion of their shares will adversely affect the Fund’s performance by 
forcing the Fund to sell securities, potentially at disadvantageous prices, to raise the cash needed 
to satisfy such redemption requests. This risk may be heightened during periods of declining or 
illiquid markets, or to the extent that such large shareholders have short investment horizons or 
unpredictable cash flow needs. Such redemptions may also increase transaction costs and/or have 
adverse tax consequences for remaining shareholders.

High Portfolio Turnover Risk.  Pursuant to government regulations, the Fund’s portfolio turnover rate 
is calculated without regard to most derivatives. As a result, the Fund’s portfolio turnover may be low 
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despite relatively high portfolio activity. High portfolio turnover or high portfolio activity may increase 
the Fund’s brokerage commission costs and other transaction costs and may negatively impact the 
Fund’s performance. Such portfolio turnover or activity also may generate net short-term capital 
gains.

Investments in Investment Companies Risk.  The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane, a sub-adviser, and/or their 
affiliates. The Fund will indirectly be exposed to the risks of investments by such funds and will incur 
its pro rata share of the underlying fund’s expenses. Additionally, investments in ETFs are subject to 
ETF Risk. Krane and a sub-adviser are subject to conflicts of interest in allocating Fund assets to 
investment companies that are advised, sponsored or otherwise serviced by Krane, a sub-adviser 
and/or their affiliates. To the extent that the Fund invests in investment companies or other pooled 
investment vehicles that are not registered pursuant to the 1940 Act, it will not enjoy the protections 
of the U.S. law.

Tax Risk.  To qualify for the favorable U.S. federal income tax treatment accorded to a regulated 
investment company (“RIC”) under the Internal Revenue Code of 1986, as amended (the “Code”), 
the Fund must satisfy certain income, asset diversification and distribution requirements each year. 
Among other requirements, the Fund must derive at least 90% of its gross income each taxable year 
from certain qualifying sources of income and the Fund’s assets must be diversified so that at least 
50% of the value of the Fund’s total assets is represented by cash and cash items, U.S. government 
securities, securities of other RICs, and other securities, subject to certain other limitations (see the 
“Taxes” section in the SAI for additional information). The Fund’s investments in certain rate-linked 
derivative instruments (such as rate-linked options) may generate income that is not qualifying 
income and such investments may not be treated as investments in “securities” for purposes of 
the asset diversification requirement. The Fund will also need to manage its exposure to derivatives 
counterparties for purposes of satisfying the diversification test. If the Fund were to fail to meet 
the qualifying income test or asset diversification test and fail to qualify as a RIC, it would be 
taxed in the same manner as an ordinary corporation, and distributions to its shareholders would 
not be deductible by the Fund in computing its taxable income, which would adversely affect the 
Fund’s performance. The failure by the Fund to qualify as a RIC would have significant negative tax 
consequences to Fund shareholders and would significantly and adversely affect a shareholder’s 
return on its investment in the Fund. Under certain circumstances, the Fund may be able to cure 
a failure to meet the qualifying income test or asset diversification test if such failure was due to 
reasonable cause and not willful neglect, but to do so the Fund may incur significant fund-level taxes, 
which would effectively reduce (and could eliminate) the Fund’s returns.

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.

Return of Capital Risk.  Historically, a portion of the Fund’s distributions have been treated as a 
return of capital for tax purposes. Return of capital distributions are not taxable income to you but 
reduce your tax basis in your shares of the Fund. Such a reduction in tax basis will result in larger 
taxable gains and/or lower tax losses on a subsequent sale of shares of the Fund. There is no 
guarantee that the character of the Fund’s distributions will be similar in the future.
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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

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

Total Annual Returns For Calendar Years Ended December 31
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As of June 30, 2025, the Fund’s calendar year-to-date total return was -5.71%.

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

Return
Quarter 

Ended/Year

Highest Return����������������������������������������������������������������������������������������������������� 6.46% 12/31/2023

Lowest Return����������������������������������������������������������������������������������������������������� -11.56% 6/30/2022
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Average Annual Total Returns for the periods ended December 31, 2024

Quadratic Deflation ETF 1 year

Since 
Inception  

(9-20-2021)

Return Before Taxes��������������������������������������������������������������������������������������������� -6.25% -4.99%

Return After Taxes on Distributions����������������������������������������������������������������������� -7.35% -9.69%

Return After Taxes on Distributions and Sale of Fund Shares��������������������������������� -3.66% -5.51%

Bloomberg Long U.S. Treasury Index (Reflects no deduction for fees, expenses 
or taxes)�������������������������������������������������������������������������������������������������������� -6.41% -11.33%

Management

Investment Adviser and Sub-Adviser

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

Quadratic Capital Management LLC (“Quadratic” or “Sub-Adviser”), a registered Small/Minority 
Business Enterprise and a majority woman-owned firm, serves as the investment sub-adviser to the 
Fund.

Portfolio Manager

Nancy Davis, Managing Partner and Chief Investment Officer of Quadratic, has been primarily 
responsible for the day-to-day management of the Fund’s portfolio since the Fund’s inception in 
September 2021.

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.bnddetf.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.



22

Fund Summary
Quadratic Deflation ETF

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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Additional Information About the Funds 

Each of the policies described in this Prospectus, including each Fund’s investment objective, is 
a non-fundamental policy that may be changed by the Board of Trustees of the KraneShares Trust 
(“Trust”) without shareholder approval. Certain fundamental policies of the Funds are set forth in 
the SAI.

Quadratic Interest Rate Volatility and Inflation Hedge ETF (“IVOL”)

The Fund primarily invests, directly or indirectly, in TIPS. TIPS are marketable securities whose principal 
is adjusted based on changes in the CPI. With inflation (an increase in the CPI), the principal increases, 
and with deflation (a decrease in the CPI), the principal decreases. The relationship between TIPS 
and the CPI affects both the principal amount paid when a TIPS instrument matures and the amount 
of interest that a TIPS instrument pays semi-annually. When a TIPS instrument matures, the principal 
paid is the greater of the CPI-adjusted principal or the original principal. TIPS pay interest at a fixed 
rate. However, because the fixed rate is applied to the CPI-adjusted principal, interest payments can 
vary in amount from one period to the next. If inflation occurs, the interest payment increases. In the 
event of deflation, the interest payment decreases.

The Fund also invests in long options tied to the shape of the U.S. interest rate curve, which reflects 
the difference between swap rates applicable to debt instruments with different maturities. Interest 
rate swaps are derivative instruments used by two parties to “swap” interest rate exposures typically 
from a fixed-rate to a floating-rate or vice versa. For example, a party receiving interest based on 
a floating interest rate may seek to “swap” such interest payments for payments based on a fixed 
interest rate (known as the “swap rate”). A graph showing the swap rates for a given instrument 
with varying maturities would depict the swap curve for such an instrument. The Fund’s options are 
designed to increase in value when the U.S. interest rate curve steepens and decrease in value (or 
become worthless) when the U.S. interest rate curve flattens or inverts.

The Sub-Adviser utilizes a proprietary investment process to assemble an investment portfolio for 
the Fund that is designed to generate positive returns from the Fund’s options during periods when 
the U.S. interest rate curve steepens and/or interest rate volatility increases, while also seeking to 
protect against the effects of inflation. The Fund’s options investments are not intended to mitigate 
other factors influencing the price of government bonds, such as credit and interest rate risk, which 
may have a greater impact on the bonds’ returns together with rising or falling interest rates. Relative 
to a long-only investment in the same government bonds, the Fund’s investment strategy is designed 
to outperform in a rising steepness of the U.S. interest rate curve environment and underperform 
in a flattening or inverted environment. Performance of the Fund could be particularly poor in risk 
positive, market rallying environments when it is common for government bonds to decline in value 
and for interest rates to rise and the U.S. interest rate curve to flatten. In addition, the performance 
of the Fund depends on many factors beyond rising or falling U.S. interest rate curve levels, such as 
the perceived level of credit risk in the government bond positions and changes in interest rates that 
are not correlated with inflation and curve levels. These factors may be as or more important to the 
performance of the Fund than the impact of U.S. interest rate curve changes and inflation. As such, 
there is no guarantee that the Fund will have positive performance even in environments of sharply 
rising inflation rates in which the hedging positions would be expected to mitigate the effect of such 
rises. The Fund is likely to be significantly more volatile than a fund holding only long positions in the 
same U.S. government bonds as the Fund because the hedging component of the Fund could result 
in significant gains for the Fund or in a complete loss of the premiums paid for the Fund’s options.
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The Sub-Adviser periodically rebalances the Fund’s portfolio to maintain the desired exposure. 
Occasionally, market conditions and/or large Fund cash flows may require more frequent adjustment 
of the exposures. During the rebalancing process, the Sub-Adviser may identify securities and other 
instruments in the portfolio that no longer meet the principal investment strategies of the Fund and 
may sell such securities or other instruments to better align the portfolio with the Fund’s principal 
investment strategies.  

Quadratic Deflation ETF (“BNDD”)

The Fund primarily invests, directly or indirectly, in Treasuries of any maturity. The Fund also invests in 
option strategies tied to the shape of the U.S. interest rate swap curve, which reflects the difference 
between swap rates applicable to debt instruments with different maturities. Interest rate swaps are 
derivative instruments used by two parties to “swap” interest rate exposures typically from a fixed-rate 
to a floating-rate or vice versa. For example, a party receiving interest based on a floating interest rate 
may seek to “swap” such interest payments for payments based on a fixed interest rate (known as 
the “swap rate”). A graph showing the swap rates for a given instrument with varying maturities would 
depict the swap curve for such an instrument. The option strategies used by the Fund are expected 
to increase in value when the U.S. interest rate swap curve flattens or inverts and decrease in value 
(or become worthless) when the U.S. interest rate swap curve steepens.

The Sub-Adviser utilizes a proprietary investment process to assemble an investment portfolio for the 
Fund that is designed to generate positive returns from the Fund’s option strategies during periods 
when the U.S. interest rate swap curve flattens or inverts, while also seeking to protect against the 
effects of deflation. The Fund’s option strategies are not intended to mitigate other factors influencing 
the price of government bonds, such as credit and interest rate risk, which may have a greater impact 
on the bonds’ returns together with rising or falling interest rates. Relative to a long-only investment in 
the same government bonds, the Fund’s investment strategy is designed to outperform in a flattening 
or inverted U.S. interest rate curve environment and underperform when the curve is becoming 
steeper. Performance of the Fund could be particularly poor in risk-on, market rallying environments 
when it is common for government bonds to decline in value and for interest rates to rise and the 
U.S. interest rate curve to steepen. In addition, the performance of the Fund depends on many factors 
beyond rising or falling U.S. interest rate curve levels, such as the perceived level of credit risk in the 
government bond positions and changes in interest rates that are not correlated with deflation and 
curve levels. These factors may be as or more important to the performance of the Fund than the 
impact of U.S. interest rate curve changes and deflation. As such, there is no guarantee that the Fund 
will have positive performance even in environments of sharply declining inflation rates in which the 
hedging positions would be expected to mitigate the effect of such decline. The Fund is likely to be 
significantly more volatile than a fund holding only long positions in the same U.S. government bonds 
as the Fund because the hedging component of the Fund could result in significant gains for the 
Fund or in a complete loss of the premiums paid for the Fund’s option strategies.

The Sub-Adviser periodically rebalances the Fund’s portfolio to maintain the desired exposure. 
Occasionally, market conditions and/or large Fund cash flows may require more frequent adjustment 
of the exposures. During the rebalancing process, the Sub-Adviser may identify securities and other 
instruments in the portfolio that no longer meet the principal investment strategies of the Fund and 
may sell such securities or other instruments to better align the portfolio with the Fund’s principal 
investment strategies.
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Each Fund represents an ESG “impact” investment insofar as Quadratic is a registered Small/Minority 
Business Enterprise and a majority woman-owned firm and, thus, an investment in the Funds 
advances certain ESG governance principles.

Temporary Defensive Positions 

From time to time, each Fund may take temporary defensive positions that are inconsistent with its 
principal investment strategies in attempting to respond to poor market liquidity, adverse markets, 
economic, political, or other conditions. In such instances, a Fund may hold up to 100% of its assets 
in cash; short-term U.S. government securities and government agency securities; investment grade 
money market instruments; money market mutual funds; investment grade fixed-income securities; 
repurchase agreements; commercial paper; cash equivalents; and ETFs that principally invest in the 
foregoing instruments. However, the Sub-Adviser will not seek to actively time market movements. 
As a result of engaging in these temporary measures, the Funds may not achieve their investment 
objective.

Investment Risks

The following section provides additional information regarding certain of the risks of investing in a 
Fund. An investment in a Fund is not a deposit with a bank and is not insured or guaranteed by the 
Federal Deposit Insurance Corporation or any other government agency. An investment in a Fund 
involves a risk of a total loss. There is no guarantee that a Fund will meet its investment objective.

“X” denotes a principal investment risk.

Risk IVOL BNDD

Cash and Cash Equivalents Risk�������������������������������������������������������������������������������������� X X

Derivatives Risk�������������������������������������������������������������������������������������������������������������� X X

ETF Risk ������������������������������������������������������������������������������������������������������������������������ X X

Fixed Income Securities Risk������������������������������������������������������������������������������������������ X X

Hedging Risk������������������������������������������������������������������������������������������������������������������ X X

High Portfolio Turnover Risk �������������������������������������������������������������������������������������������� X X

Investments in Investment Companies Risk���������������������������������������������������������������������� X X

Large Shareholder Risk �������������������������������������������������������������������������������������������������� X X

Liquidity Risk������������������������������������������������������������������������������������������������������������������ X X

Management Risk���������������������������������������������������������������������������������������������������������� X X

Market Risk�������������������������������������������������������������������������������������������������������������������� X X

Non-Diversified Fund Risk ���������������������������������������������������������������������������������������������� X X

Operational and Cybersecurity Risk �������������������������������������������������������������������������������� X X

Rate-Linked Derivatives Investment Risk�������������������������������������������������������������������������� X X

Return of Capital Risk ���������������������������������������������������������������������������������������������������� X X

Tax Risk�������������������������������������������������������������������������������������������������������������������������� X X

TIPS Risk������������������������������������������������������������������������������������������������������������������������ X

U.S. Government Obligations Risk������������������������������������������������������������������������������������ X X

Valuation Risk���������������������������������������������������������������������������������������������������������������� X X

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 
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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.

Derivatives Risk.  Derivatives are financial instruments 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. 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 few potential counterparties, the Fund, subject to 
applicable law, may enter into transactions with as few as one counterparty at any time.

Interest Rate Risk (IVOL).  The Fund’s exposure to derivatives tied to interest rates subjects 
the Fund to greater volatility than investments in traditional securities, such as stocks and bonds. 
Investing in derivatives tied to interest rates, including through interest rate-linked derivative 
instruments, such as rate-linked swaps and options, can be extremely volatile. The value of such 
investments may fluctuate rapidly based on a variety of factors, including overall market movements; 
economic events and policies; changes in interest rates or inflation rates; changes in monetary and 
exchange control programs; war; acts of terrorism; natural disasters; and technological developments. 
These factors may affect the value of the Fund in varying ways, and different factors may cause the 
value and the volatility of the Fund to move in inconsistent directions at inconsistent rates.

As interest rates rise, the value of a fixed-income security held directly or indirectly by the 
Fund, such as TIPS, is likely to decrease. Securities with longer durations tend to be more sensitive to 
interest rate changes, usually making their prices more volatile than those of securities with shorter 
durations. To the extent the Fund invests a substantial portion of its assets directly or indirectly in 
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fixed-income securities with longer-term maturities, rising interest rates may cause the value of the 
Fund’s investments to decline significantly, which may adversely affect the value of the Fund. To 
the extent such rises are linked to the steepening of the U.S. interest rate curve, the options used 
by the Fund are designed to offset such decreases in value. However, even if the hedging strategy 
of the Fund performs as intended, an increase in interest rates may lead to heightened volatility 
in the fixed-income markets and adversely affect the liquidity of certain fixed-income investments. 
In addition, decreases in fixed-income dealer market making capacity may also potentially lead to 
heightened volatility and reduced liquidity in the fixed-income markets. The Fund seeks to mitigate 
the risk of rising interest rates, to the extent that increases are tied to curve steepening, by using 
options; such positions should increase in value in steepening curve environments and should 
decrease in value in flattening or inverted curve environments, thereby mitigating potential gains and 
losses in the government bond positions of the Fund arising from changing in the level of the interest 
rate curve. The Fund does not attempt to mitigate credit risk, interest rate risk generally, or other 
factors, which may have a greater influence on government bonds’ returns than curve risk. Because 
the Fund’s hedge is rolled on a periodic basis, the risk can develop intra-period. Furthermore, while 
the Fund is designed to hedge the curve level risk exposure of the long government bond positions, it 
is possible that a degree of exposure may remain even at the time of rebalance.

Interest Rate Risk (BNDD).  The Fund’s exposure to derivatives tied to interest rates subjects 
the Fund to greater volatility than investments in traditional securities, such as stocks and bonds. 
Investing in derivatives tied to interest rates, including through interest rate-linked derivative 
instruments, such as rate-linked swaps and options, can be extremely volatile. The value of such 
investments may fluctuate rapidly based on a variety of factors, including overall market movements; 
economic events and policies; changes in interest rates or inflation rates; changes in monetary and 
exchange control programs; war; acts of terrorism; natural disasters; and technological developments. 
These factors may affect the value of the Fund in varying ways, and different factors may cause the 
value and the volatility of the Fund to move in inconsistent directions at inconsistent rates.

As interest rates rise, the value of a fixed-income security held directly or indirectly by the 
Fund, such as Treasuries, is likely to decrease. Securities with longer durations tend to be more 
sensitive to interest rate changes, usually making their prices more volatile than those of securities 
with shorter durations. To the extent the Fund invests a substantial portion of its assets directly 
or indirectly in fixed-income securities with long-term maturities, rising interest rates may cause 
the value of the Fund’s investments to decline significantly, which may adversely affect the value 
of the Fund. To the extent such rising rates are linked to the flattening of the U.S. interest rate 
curve, the options used by the Fund are designed to offset such decreases in value. However, even 
if the hedging strategy of the Fund performs as intended, an increase in interest rates may lead 
to heightened volatility in the fixed-income markets and adversely affect the liquidity of certain 
fixed-income investments. In addition, decreases in fixed-income dealer market making capacity 
may also potentially lead to heightened volatility and reduced liquidity in the fixed-income markets. 
The Fund seeks to mitigate the risk of rising interest rates, to the extent that increases are tied to 
curve flattening or inverting, by using options; such positions should increase in value in flattening 
or inverted curve environments and should decrease in value in steepening curve environments, 
thereby mitigating potential gains and losses in the government bond positions of the Fund arising 
from changes in the level of the interest rate curve. The Fund does not attempt to mitigate credit 
risk, interest rate risk generally, or other factors, which may have a greater influence on government 
bonds’ returns than curve risk. Because the Fund’s hedge is rolled on a periodic basis, the risk can 
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develop intra-period. Furthermore, while the Fund is designed to hedge the curve level risk exposure 
of the long government bond positions, it is possible that a degree of exposure may remain even at 
the time of rebalance.

Leveraging Risk.  The Fund’s investment in derivative instruments provide leveraged exposure. 
The Fund’s investment in these instruments generally requires a small investment relative to the 
amount of investment exposure assumed. As a result, such investments may give rise to losses that 
exceed the amount invested in those instruments. The use of derivatives may expose the Fund to 
potentially dramatic losses (or gains) in the value of a derivative or other financial instrument and, 
thus, in the value the Fund’s portfolio.

Options Risk.  If the Fund buys an option, it buys a legal contract giving it the right to buy 
or sell a specific amount of the underlying instrument or swap on the underlying instrument at an 
agreed-upon price typically in exchange for a premium paid by the Fund. In general, most options 
on interest rate swaps are “European” exercise, which means that they can only be exercised at the 
end of the option term. A decision as to whether, when and how to use options involves the exercise 
of skill and judgment and even a well-conceived option transaction may be unsuccessful because 
of market behavior or unexpected events. The prices of options can be highly volatile and the use of 
options can lower total returns.

OTC options generally have more flexible terms negotiated between the buyer and the seller, 
and the counterparties may be required to post “variation margin” daily to reflect any gains or losses 
in such options contracts. If such variation margin is not required to be posted, such instruments 
would generally be subject to greater credit risk and counterparty risk. OTC instruments also may be 
subject to greater liquidity risk.

Options Strategies Risk.  The options strategies used by the Fund may involve writing covered 
options and are structured as long call spreads, long put spreads or long butterflies. If there is a 
broad market move, the strategies may not have the same return as a strategy composed of only long 
options. The Fund will pay a premium for its options strategies and they are structured to limit the 
potential loss to the Fund to the market value of the options strategy; however, there is no guarantee 
that this will occur. If an option that the Fund has purchased is never exercised or closed out, the 
Fund will lose the amount of the premium it paid and the use of those funds.

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 net asset value (“NAV”) and possibly face trading halts 
or delisting. Authorized Participant concentration risk may be heightened for exchange-traded funds 
(“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.

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 
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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.

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 
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being taxed on this gain at the Fund level and otherwise comply with the special tax rules that apply 
to it. This strategy may cause shareholders to be subject to tax on gains they would not otherwise be 
subject to, or at an earlier date than, if they had made an investment in another ETF.

In addition, cash transactions may have to be carried out over several days if the securities 
market in which the Fund is trading is less liquid and may involve considerable transaction expenses 
and taxes. These brokerage fees and taxes, which will be higher than if the Fund sold and redeemed 
its shares principally in-kind, may be passed on to purchasers and redeemers of Creation Units 
in the form of creation and redemption transaction fees. 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.

Fixed Income Securities Risk.  The value of the Fund’s investments in fixed income securities will 
fluctuate with changes in interest rates. Typically, a rise in interest rates causes a decline in the value 
of fixed income securities owned indirectly by the Fund. On the other hand, if rates fall, the value 
of the fixed income securities generally increases. Below are several specific risks associated with 
investments in fixed income securities.

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.

Interest Rate Risk.  Generally, the value of fixed income securities will change inversely with 
changes in interest rates. As interest rates rise, the market value of fixed income securities tends 
to decrease. Conversely, as interest rates fall, the market value of fixed income securities tends to 
increase. This risk will be greater for long-term securities than for short-term securities. The Fund 
may take steps to attempt to reduce the exposure of its portfolio to interest rate changes; however, 
there can be no guarantee that the Fund will take such actions or that the Fund will be successful 
in reducing the impact of interest rate changes on the portfolio. Changes in government intervention 
may have adverse effects on investments, volatility, and illiquidity in debt markets.

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.

Hedging Risk (IVOL).  When a derivative is used as a hedge against a position that the Fund holds, 
any loss generated by the derivative generally could be offset by gains on the hedged investment, 
and vice versa. While hedging can reduce or eliminate losses, it can also reduce or eliminate gains. 
Hedges are sometimes subject to mismatch between the derivative and the underlying security, and 
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there can be no assurance that the Fund’s hedging transactions, which entail additional transaction 
costs, will be effective. The Fund seeks to mitigate (or hedge) the risk associated with the potential 
impact of a steepening U.S. interest rate curve (“curve risk”), an increase in inflation and inflation 
expectations, and an increase in interest rate volatility on the performance of U.S. government bonds. 
The Fund does not seek to mitigate credit risk, non-curve interest rate risk, or other factors influencing 
the price of U.S. government bonds, which factors may have a greater impact on the bonds’ returns 
than the U.S. interest rate curve or inflation. Further, there is no guarantee that the Fund’s investments 
will eliminate or mitigate curve risk, inflation risk or the potential impact of interest rate volatility on 
long positions in U.S. government bonds. If interest rates rise in parallel within the U.S. interest rate 
curve, the Fund will not be hedged. In addition, when the U.S. interest rate curve flattens or inverts, 
the Fund’s investments in options may lose value or end up worthless. Under such circumstances, the 
Fund will generally underperform a portfolio comprised solely of U.S. government bonds (without the 
options owned by the Fund). In a flattening or inverted curve environment, the Fund’s hedging 
strategy could result in disproportionately larger losses in the Fund’s options as compared to gains 
or losses in its U.S. government bond positions attributable to interest rate changes. There is no 
guarantee that the Fund will have positive returns, even in environments of sharply rising inflation 
rates in which the Fund’s options might be expected to mitigate the effects of such rises. The Fund will 
incur expenses when entering into positions in rate-linked options. Moreover, to the extent that curve 
risk has been priced into the U.S. government bonds owned by the Fund, the Fund will underperform 
other investments even during periods of curve steepening.

Hedging Risk (BNDD).  When a derivative is used as a hedge against a position that the Fund holds, 
any loss generated by the derivative generally could be offset by gains on the hedged investment, 
and vice versa. While hedging can reduce or eliminate losses, it can also reduce or eliminate gains. 
Hedges are sometimes subject to mismatch between the derivative and the underlying security, 
and there can be no assurance that the Fund’s hedging transactions, which entail additional 
transaction costs, will be effective. The Fund seeks to mitigate (or hedge) the risk associated with 
the potential impact of a flattening or inverting U.S. interest rate curve (“curve risk”), decline in 
inflation and inflation expectations, on the performance of U.S. government bonds. The Fund does 
not seek to mitigate credit risk, non-curve interest rate risk, or other factors influencing the price of 
U.S. government bonds, which factors may have a greater impact on the bonds’ returns than the 
U.S. interest rate curve or inflation. Further, there is no guarantee that the Fund’s investments will 
eliminate or mitigate curve risk, inflation risk on long positions in U.S. government bonds. If interest 
rates increase in parallel within the U.S. interest rate curve, the Fund will not be hedged. In addition, 
when the U.S. interest rate curve steepens, the Fund’s investments in options may lose value or end 
up worthless. Under such circumstances, the Fund will generally underperform a portfolio comprised 
solely of U.S. government bonds (without the options owned by the Fund). In a steepening curve 
environment, the Fund’s hedging strategy could result in disproportionately larger losses in the 
Fund’s options as compared to gains or losses in its U.S. government bond positions attributable 
to interest rate changes. There is no guarantee that the Fund will have positive returns, even in 
environments of sharply declining inflation rates. The Fund will incur expenses when entering into 
positions in rate-linked options. Moreover, to the extent that curve risk has been priced into the U.S. 
government bonds owned by the Fund, the Fund will underperform other investments even during 
periods of curve flattening.

High Portfolio Turnover Risk.  The Fund may incur high portfolio turnover rates. This may increase 
the Fund’s brokerage commission costs. The performance of the Fund could be negatively impacted 
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by the increased brokerage commission costs incurred by the Fund. Rapid portfolio turnover also 
exposes shareholders to a higher current realization of net short-term capital gains, distributions of 
which would generally be taxed to you as ordinary income and thus cause you to pay higher taxes.

Investments in Investment Companies Risk.  The Fund may purchase shares of investment 
companies, such as ETFs, including those that are advised, sponsored or otherwise serviced by Krane, 
a sub-adviser (as applicable), or their affiliates, to gain exposure to particular investments or when 
such investments present a more cost efficient alternative to investing directly in securities. When the 
Fund invests in an investment company, in addition to directly bearing the expenses associated with 
its own operations, it will bear a pro rata portion of the underlying investment company’s expenses. 
An investor in the Fund may receive taxable gains as a result of an underlying fund’s portfolio 
transactions in addition to the taxable gains attributable to the Fund’s transactions in shares of 
the underlying fund. Further, in part because of these additional expenses, the performance of an 
investment company may differ from the performance the Fund would achieve if it invested directly in 
the underlying investments of the investment company. In addition, while the risks of owning shares 
of an investment company generally reflect the risks of owning the underlying investments of the 
investment company, the Fund may be subject to additional or different risks than if the Fund had 
invested directly in the underlying investments. For example, shares of an ETF are traded at market 
prices, which may vary from the NAV of its underlying investments. Also, the lack of liquidity in an 
ETF can contribute to the increased volatility of its value in comparison to the value of the underlying 
portfolio securities. To the extent that the Fund invests in investment companies or other pooled 
investment vehicles that are not registered pursuant to the 1940 Act, it will not enjoy the protections 
of the 1940 Act. In addition, to the extent the Fund invests in other investment companies, including 
ETFs, sponsored, advised or otherwise serviced by Krane, a sub-adviser (as applicable), or their 
affiliates, they may be subject to conflicts of interest in allocating Fund assets, particularly if they are 
paid an advisory fee both by the Fund and the fund in which the Fund invests.

Large Shareholder Risk.  To the extent a large number of shares of the Fund is held by a single 
shareholder or a small group of shareholders, the Fund is subject to the risk that redemption by those 
shareholders of all or a large portion of their shares will adversely affect the Fund’s performance by 
forcing the Fund to sell securities, potentially at disadvantageous prices, to raise the cash needed 
to satisfy such redemption requests. This risk may be heightened during periods of declining or 
illiquid markets, or to the extent that such large shareholders have short investment horizons or 
unpredictable cash flow needs. Such redemptions may also increase transaction costs and/or have 
adverse tax consequences for remaining shareholders.

Liquidity Risk.  The Fund’s investments are subject to liquidity risk, which exists when an investment is 
or becomes difficult to purchase or sell at a reasonable time and price. If a transaction is particularly 
large or if the relevant market is or becomes illiquid, it may reduce the potential returns of the Fund 
because it may be unable to sell the illiquid securities at an advantageous time or price, which may 
cause the Fund to suffer significant losses and difficulties in meeting redemptions. This is especially 
true given the limited number of market participants in certain markets in which the Fund may 
invest. Market developments may cause the Fund’s investments to become less liquid and subject 
to erratic price movements, and may also cause the Fund to encounter difficulties in timely honoring 
redemptions, especially if market events cause an increased incidence of shareholder redemptions. 
If a number of securities held by the Fund stop trading or become illiquid, it may have a cascading 
effect and cause the Fund to halt trading. Volatility in market prices will increase the risk of the 
Fund being subject to a trading halt. To the extent that an investment is deemed to be an illiquid 
investment or a less liquid investment, the Fund can expect to be exposed to greater liquidity risk.
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Management Risk.  The Fund is actively-managed and may not meet its investment objective 
based on the Sub-Adviser’s success or failure to implement investment strategies for the Fund. The 
Sub-Adviser’s evaluations and assumptions regarding investments, interest rates, inflation, 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.

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. 

Advancements in technology, including advanced development and increased regulation of artificial 
intelligence, may adversely impact market movements and liquidity and the profitability and growth 
of certain issuers and industries may be negatively impacted in ways that cannot be foreseen and 
could adversely impact performance.

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 
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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.

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.

Rate-Linked Derivatives Investment Risk.  Rate-linked derivatives may lose money if short-term 
or long-term interest rates rise sharply or otherwise change in a manner not anticipated by the 
Sub-Adviser. The returns of curve-linked instruments that may be used by the Fund to hedge inflation 
or deflation and curve risk reflect a specified set of swap terms. There can be no assurance that such 
terms will accurately measure either the rate of inflation or deflation experienced in the United States 
or the steepness or flatness of the curve reflected in the prices and yields of bonds held by the Fund. 
As a result, the Fund’s hedging strategy may not perform as expected. The options used by the Fund 
may be riskier than other types of investments because they may be more sensitive to changes in 
economic or market conditions. Options create leverage because they are options, which may cause 
the Fund’s net asset value and returns to be more volatile than they would be if the Fund was not 
using options. OTC options also expose the Fund to counterparty risk, which is the risk that the 
counterparty will not fulfill its contractual obligations. The Fund’s hedging strategy is not customized 
to particular bonds or investment instruments. As a result, there may be a mismatch between the 
option and the bonds held by the Fund that are being hedged. If this were the case, the Fund 
could lose money on both the options and the bonds, and the present value of the Fund’s portfolio 
investments could decrease.

Return of Capital Risk.  The Fund expects to make monthly dividend distributions. The tax character 
of the Fund’s distributions during a taxable year is not finally determined until the Fund’s income 
and gains are determined at the end of the year. Gains or losses realized with respect to the Fund’s 
options trading over the course of the year will affect the tax character of distributions made during 
the year, including the extent to which such distributions consist of dividends, capital gains and/or 
return of capital.

A portion of the Fund’s distributions may be treated as a return of capital for tax purposes. Return 
of capital distributions are not taxable income to you but reduce your tax basis in your shares of the 
Fund. Such a reduction in tax basis will result in larger taxable gains and/or lower tax losses on a 
subsequent sale of shares of the Fund. In the event that total distributions in return of capital exceed 
your tax basis in your shares of the Fund, such excess will be treated as capital gain. 
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Shareholders who periodically receive the payment of dividends or other distributions consisting of 
a return of capital may be under the impression that they are receiving net income from the Fund 
when, in fact, they are not. Shareholders should not assume that the source of the distributions is 
from the net income of the Fund.

Tax Risk.  To qualify for the favorable U.S. federal income tax treatment accorded to a RIC under the 
Code, the Fund must satisfy certain income, asset diversification and distribution requirements each 
year. Among other requirements, the Fund must derive at least 90% of its gross income for each 
taxable year from certain qualifying sources of income and the Fund’s assets must be diversified 
so that at least 50% of the value of the Fund’s total assets is represented by cash and cash items, 
U.S. government securities, securities of other RICs, and other securities, subject to certain other 
limitations (See the “Taxes” section in the SAI for additional information). The Internal Revenue 
Service (“IRS”) has issued two private letter rulings to other unrelated funds, upon which the Fund 
cannot rely, which indicate that income from a fund’s investment in certain rate-linked derivatives, 
such as interest rate swaps, constitutes qualifying income. However, in September 2016 the IRS 
announced that it will no longer issue private letter rulings on questions relating to satisfaction of the 
qualifying income test for qualification as a RIC that require a determination of whether a financial 
instrument or position is a security under section 2(a)(36) of the 1940 Act. A financial instrument 
or position that constitutes a security under section 2(a)(36) of the 1940 Act generates qualifying 
income for purposes of qualifying as a RIC. If the Fund were to fail to meet the qualifying income 
test or asset diversification test and fail to qualify as a RIC, it would be taxed in the same manner 
as an ordinary corporation, and distributions to its shareholders would not be deductible by the 
Fund in computing its taxable income, which would adversely affect the Fund’s performance. The 
failure by the Fund to qualify as a RIC would have significant negative tax consequences to Fund 
shareholders and would significantly and adversely affect a shareholder’s return on its investment in 
the Fund. Under certain circumstances, the Fund may be able to cure a failure to meet the qualifying 
income test or asset diversification test if such failure was due to reasonable cause and not willful 
neglect, but to do so the Fund may incur significant fund-level taxes, which would effectively reduce 
(and could eliminate) the Fund’s returns. In this event, the Fund’s board of trustees may authorize 
a change in investment strategy or Fund liquidation and in lieu of potential disqualification, the 
Fund is permitted to pay the tax to cure certain failures to satisfy the income requirement or asset 
diversification requirement. The Fund also may incur transaction and other costs to comply with any 
new or additional guidance from the IRS.

TIPS Risk.  U.S. Treasury Inflation-Protected Securities (“TIPS”) are debt instruments issued 
by the by the United  States Department of the Treasury. The principal of TIPS increases with 
inflation and decreases with deflation, as measured by the Consumer Price Index (“CPI”). When 
TIPS mature, investors are paid the adjusted principal or original principal, whichever is greater. 
Inflation-indexed bonds, such as TIPS, generally pay a lower nominal interest rate than a comparable 
non-inflation-indexed bond. Interest payments on TIPS are unpredictable and will fluctuate as the 
principal and corresponding interest payments are adjusted for inflation. There can be no assurance 
that the CPI will accurately measure the real rate of inflation in the prices of goods and services. Any 
increases in the principal amount of TIPS will be considered taxable ordinary income, even though 
the Fund or applicable underlying ETF, will not receive the principal until maturity. As a result, the Fund 
may make income distributions to shareholders that exceed the cash it receives. In addition, TIPS are 
subject to credit risk, interest rate risk, and maturity risk.
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U.S. Government Obligations Risk.  The total public debt of the United States as a percentage of 
gross domestic product has grown rapidly since the beginning of the 2008–2009 financial downturn. 
Although high debt levels do not necessarily indicate or cause economic problems, they may create 
certain systemic risks if sound debt management practices are not implemented. A high national debt 
can raise concerns that the U.S. government will not be able to make principal or interest payments 
when they are due. This increase has also necessitated the need for the U.S. Congress to negotiate 
adjustments to the statutory debt limit to increase the cap on the amount the U.S. government is 
permitted to borrow to meet its existing obligations and finance current budget deficits. Certain credit 
ratings agencies have downgraded the sovereign credit rating on U.S. government securities. These 
downgrades may cause market uncertainty and the market prices and yields of securities supported 
by the full faith and credit of the U.S. government may be adversely affected.

Valuation Risk.  Financial information about the Fund’s portfolio holdings may not always be 
reliable, which may make it difficult to obtain a current price for the investments held by the Fund. 
Independent market quotations for such investments may not be readily available, such as on days 
during which a security does not trade, and securities may be fair valued or valued by a pricing 
service at an evaluated price. These valuations are subjective and different funds may assign 
different fair values to the same investment. Such valuations also may be different from what would 
be produced if the security had been valued using market quotations. As a result, there is a risk that 
the Fund may not be able to sell an investment at the price assigned to the investment by the Fund. 
Additionally, Fund securities that are valued using techniques other than market quotations, including 
“fair valued” securities, may be subject to greater fluctuations in their value from one day to the next. 
Because securities in which the Fund invests may trade on days when the Fund does not price its 
shares, the value of the securities in the Fund’s portfolio may change on days when shareholders will 
not be able to purchase or sell the Fund’s shares.
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Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”), 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 
a 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 the Funds. In addition, Krane has contractually agreed to pay all 
operating expenses of each Fund, except (i) interest and taxes (including, but not limited to, income, 
excise, transaction, transfer and withholding taxes); (ii) expenses of the Fund incurred with respect 
to the acquisition and disposition of portfolio securities and the execution of portfolio transactions, 
including brokerage commissions and short sale dividend or interest expense; (iii) expenses incurred 
in connection with any distribution plan adopted by the Trust in compliance with Rule 12b-1 under 
the 1940 Act, including distribution fees; (iv)  Acquired Fund Fees and Expenses; (v)  litigation 
expenses; (vi) the compensation payable to the Adviser under the Investment Advisory Agreement; 
(vii) compensation and expenses of the Independent Trustees (including any Trustees’ counsel fees); 
and (viii) any expenses determined to be extraordinary expenses by the Board. Nevertheless, there 
exists a risk that a Trust service provider will seek recourse against the Trust if is not timely paid by 
Krane for the fees and expenses for which it is responsible, which could materially adversely affect 
a Fund.

Under the Investment Advisory Agreement, each Fund pays Krane the fee shown in the table below, 
which is calculated daily and paid monthly, at an annual rate based on a percentage of the average 
daily net assets of the Fund. 

Quadratic Interest Rate Volatility and Inflation Hedge ETF �������������������������������������������������������������� 0.99%

Quadratic Deflation ETF���������������������������������������������������������������������������������������������������������������� 0.99%

For the fiscal year ended March 31, 2025, the Adviser received the fees as a percentage of average 
daily net assets of each operational Fund, as set forth below, which is net of any fees waived or 
expenses reimbursed:

Quadratic Interest Rate Volatility and Inflation Hedge ETF �������������������������������������������������������������� 0.99%

Quadratic Deflation ETF���������������������������������������������������������������������������������������������������������������� 0.99%

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.
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The Investment Advisory Agreement has been approved by the Board of Trustees and shareholders 
of each Fund (in this regard, Krane as the sole initial shareholder of the applicable Funds approved 
various matters and agreements, including the Investment Advisory Agreement for each Fund prior 
to its public offering). A discussion regarding the basis for the Board’s approval of the Funds’ 
investment advisory agreement with Krane is available in the Funds’ Form  N-CSR for the period 
ending September 30, 2024. 

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, 
2025, 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.

Sub-Adviser

The Adviser has retained Quadratic Capital Management LLC (“Quadratic” or “Sub-Adviser”) to serve 
as sub-adviser to the Fund. Quadratic is responsible for the day-to-day management of the Fund. 
Quadratic, a registered investment adviser, is controlled by its Managing Partner and CIO, Nancy 
Davis and is a registered Small/Minority Business Enterprise and a majority woman-owned firm. 
Quadratic’s principal office is located at 39 Lewis Street, 4th Floor, Greenwich, Connecticut 06830. 
Quadratic was formed in 2013 and provides discretionary investment management services to 
separately managed accounts, in addition to the Funds, and, has previously provided such services 
to limited partnerships, offshore investment companies, and other collective investment vehicles that 
were offered to investors on a private placement basis. The Sub-Adviser is responsible for trading 
portfolio instruments for the Fund, including selecting broker-dealers to execute purchase and sale 
transactions, subject to the supervision of the Adviser and the Board.

A discussion regarding the basis for the Board’s approval of the investment sub-advisory agreement 
with Quadratic is available in the Funds’ Form N-CSR for the period ending September 30, 2024.

From time to time, a manager, analyst, or other employee of Quadratic or its affiliates may express 
views regarding a particular asset class, company, security, industry, or market sector. The views 
expressed by any such person are the views of only that individual as of the time expressed and do 
not necessarily represent the views of Quadratic or any other person within the Quadratic organization. 
Any such views are subject to change at any time based upon market or other conditions and 
Quadratic disclaims any responsibility to update such views. These views may not be relied on as 
investment advice and, because investment decisions for the Fund are based on numerous factors, 
may not be relied on as an indication of trading intent on behalf of the Fund.

Portfolio Manager

Nancy Davis is the Managing Partner and CIO of Quadratic, which she founded in 2013. Ms. Davis 
began her career at Goldman Sachs where she spent nearly ten years, the last seven with the 
proprietary trading group where she rose to become the Head of Credit, Derivatives and OTC Trading. 
Prior to starting Quadratic, she served as a portfolio manager at Highbridge Capital Management. 
She later served in a senior executive role at AllianceBernstein. 
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Ms. Davis has been the recipient of numerous industry recognitions. She was named by Barron’s as 
one of the “100 Most Influential Women in U.S. Finance” on their inaugural list. Institutional Investor 
called her a “Rising Star of Hedge Funds.” She has also been published in Institutional Investor, 
Absolute Return and Financial News. Ms. Davis has been profiled by Forbes, and interviewed by The 
Economist, The Wall Street Journal, and The Financial Times among others and is a frequent guest 
on financial television and a sought-after speaker for industry events.

Additional information about the Portfolio Manager’s compensation, other accounts managed by 
the Portfolio Manager and the Portfolio Manager’s ownership of Fund shares is available in the SAI.

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 the Funds.

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 the Funds, 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. 

Swaps cleared through a central clearing house (“centrally cleared swaps”) are valued at the 
settlement price established each day by the board of the exchange on which they are listed. The 
daily settlement prices for centrally cleared swaps are provided by an independent pricing agent. 
Swaps which are not centrally cleared are priced based on valuations provided by an independent 
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 
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independent, third party pricing agent. 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 option 
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.

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 
a 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 a 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 a Fund calculates its NAV, it will notify the Administrator and may request 
that an ad hoc meeting of the Fair Value Pricing 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 Value Pricing Committee determines to make additional 
adjustments.

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 a Fund’s portfolio securities and the net asset value of its shares may 
change on days when share purchases or sales cannot occur. 
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Buying and Selling Fund Shares

Shares of a Fund may be purchased or redeemed directly from the Fund only in Creation Units 
or multiples thereof. Only a broker-dealer (“Authorized Participant”) that enters into an Authorized 
Participant Agreement with the Fund’s distributor, SEI Investments Distribution Co. (the “Distributor”), 
may engage in creation and redemption transactions directly with a Fund. Purchases and redemptions 
directly with the 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 the 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 Quadratic Interest Rate Volatility and 
Inflation Hedge ETF, call 1-833-IVOL ETF or visit www.ivoletf.com.

For more information on how to buy and sell shares of the Quadratic Deflation ETF, call 
1-888-BNDD-007 or visit www.bnddetf.com.

Premium/Discount Information

Information showing the number of days the market price of each Fund’s shares was greater than the 
Fund’s NAV per share (i.e., at a premium) and the number of days it was less than the Fund’s NAV per 
share (i.e., at a discount) for various time periods is available by visiting the Quadratic Interest Rate 
Volatility and Inflation Hedge ETF’s website at www.ivoletf.com and Quadratic Deflation ETF’s website 
at www.bnddetf.com. The premium and discount information contained on the website represents 
past performance and cannot be used to predict future results.

Portfolio Holdings Information 

Each day the Fund is open for business, the Trust publicly disseminates the Fund’s full portfolio 
holdings as of the close of the previous day through the website. A description of the Funds’ 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 the Quadratic Interest Rate Volatility and 
Inflation Hedge ETF can be found on the Fund’s website at www.ivoletf.com and the holdings of the 
Quadratic Deflation ETF can be found on the Fund’s website www.bnddetf.com.
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Active Investors and Market Timing

The Trust’s Board of Trustees has determined not to adopt policies and procedures designed to 
prevent or monitor for frequent purchases and redemptions of each Fund’s shares because each 
Fund sells and redeems its shares at NAV only in Creation Units pursuant to the terms of an 
Authorized Participant Agreement between the Authorized Participant and the Distributor, and such 
direct trading between the Fund and Authorized Participants is critical to ensuring that the Fund’s 
shares trade at or close to NAV. Further, the vast majority of trading in Fund shares occurs on the 
secondary market, which does not involve a Fund directly and therefore does not cause the Fund to 
experience many of the harmful effects of market timing, such as dilution and disruption of portfolio 
management. In addition, each Fund imposes a transaction fee on Creation Unit transactions, which 
is designed to offset transfer and other transaction costs incurred by the Fund in connection with 
the issuance and redemption of Creation Units and may employ fair valuation pricing to minimize 
potential dilution from market timing. Each Fund reserves the right to reject any purchase order at 
any time and reserves the right to impose restrictions on disruptive, excessive, or short-term trading.

Investments by Registered Investment Companies

Each Fund is not 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 each 
Fund on an ongoing basis, a “distribution,” as such term is used in the Securities Act, may occur at 
any point. Broker-dealers and other persons are cautioned that some activities on their part may, 
depending on the circumstances, result in their being deemed participants in a distribution in a 
manner which could render them statutory underwriters and subject them to the prospectus delivery 
requirement and liability provisions of the Securities Act.

For example, a broker-dealer 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.

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.
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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, Quadratic or an affiliate of either may pay the intermediary for marketing activities or 
other services related to the sale or promotion of the 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 the 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.

Dividends and Distributions

Each Fund has a practice of seeking to pay monthly distributions at a level rate. To help maintain 
more stable monthly distributions, the distribution paid by a Fund for any particular monthly period 
may be more or less than the amount of net income actually earned by the Fund during such 
period. The practice of seeking to pay distributions at a level rate may result in a return of capital to 
shareholders, which is not taxable but reduces a shareholder’s basis in his or her shares, if the Fund’s 
income and gains are not sufficient to support the level rate distribution.

Each Fund pays out to its shareholders any net investment income and net realized capital gains. 
Ordinarily, each Fund typically distributes any net investment income monthly and makes any capital 
gain distributions once a year (usually in December). Each Fund may make distributions on a more 
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 the Fund as a 
regulated investment company under Subchapter M of the Code or to avoid imposition of income or 
excise taxes on undistributed income.
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The following is a summary of some important tax issues that affect each Fund and its shareholders. 
The summary is based on current tax laws, which may be changed by legislative, judicial or 
administrative action. You should not consider this summary to be a detailed explanation of the tax 
treatment of a Fund, or the tax consequences of an investment in the Funds. 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. The Funds do not expect to pay significant dividends 
reportable as qualified dividend income. Each Fund expects that most of its income will be ordinary 
income because the assets underlying the rate-linked derivative instruments in which it invests are 
not capital assets. Additionally, each Fund expects that its losses with respect to its investment in 
rate-linked derivative instruments will be ordinary losses, which can only be used to offset ordinary 
income earned by the Fund in the same taxable year in which the losses occur, subject to an 
exception for late-year losses.

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.

Each Fund may make distributions to shareholders in excess of the Fund’s current and accumulated 
earnings and profits in some taxable years. In such event, the excess distribution received by a 
shareholder 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.

The tax character of a Fund’s distributions during a taxable year is not finally determined until the 
Fund’s income and gains are determined at the end of the year. Gains or losses realized with respect 
to a Fund’s options trading over the course of the year will affect the tax character of distributions 
made during the year, including the extent to which such distributions consist of dividends and/or 
return of capital.

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 
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treated as ordinary income or capital gain, accelerate the recognition of income to a Fund and/or 
defer the Fund’s ability to recognize losses. In turn, these rules may affect the amount, timing or 
character of distributions you receive from a Fund.

Dividends and distributions are generally taxable to you whether you receive them in cash or in 
additional shares. Corporate shareholders may be entitled to a dividends-received deduction for 
the portion of dividends they receive that is attributable to dividends received by the Fund from U.S. 
corporations, subject to certain limitations. The Funds do not expect to pay significant dividends 
eligible for the dividends-received deduction.

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.

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 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, 
a 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 a 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 a 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 a Fund will generally recognize a gain or loss equal to the difference 
between the redeemer’s basis in the Creation Units, and the aggregate market value of the securities 
received and any net cash received. The IRS, however, may assert that a loss realized upon an in-kind 
exchange of securities for Creation Units or an exchange of Creation Units for securities cannot be 
deducted currently under the rules governing “wash sales,” or on the basis that there has been no 
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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Krane, Quadratic and Trust Disclaimer

Krane, Quadratic and the Fund make no representation or warranty, express or implied, to the 
owners of shares of the Fund or any members of the public or as to the advisability of investing in 
securities generally or in the Fund particularly. Krane and Quadratic expressly disclaim all warranties 
of merchantability or fitness for a particular purpose or use with respect to the Fund. Without limiting 
any of the foregoing, in no event shall Krane or Quadratic have any liability for any special, punitive, 
direct, indirect or consequential damages (including lost profits), even if notified of the possibility 
of such damages.

NYSE Arca, Inc. Disclaimer

Shares of the Fund are not sponsored, endorsed or promoted by NYSE Arca, Inc. (“NYSE Arca”). NYSE 
Arca makes no representation or warranty, express or implied, to the owners of the shares of the 
Fund or any member of the public regarding the ability of the Fund to meet its investment objective. 
NYSE Arca is not responsible for, nor has it participated in the determination of the timing of, prices 
of, or quantities of shares of the Fund to be issued, nor in the determination or calculation of the 
equation by which the shares are redeemable. NYSE Arca has no obligation or liability to owners of 
the shares of the Fund in connection with the administration, marketing or trading of the shares of 
the Fund.

NYSE Arca makes no warranty, express or implied, as to results to be obtained by the Trust on 
behalf of the Fund as licensee, licensee’s customers and counterparties, owners of the shares of the 
Fund, or any other person or entity from the use of the subject index or any data included therein in 
connection with the rights licensed as described herein or for any other use. Without limiting any of 
the foregoing, in no event shall NYSE Arca have any liability for any direct, indirect, special, punitive, 
consequential or any other damages (including lost profits) even if notified of the possibility of such 
damages.
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The table that follows presents the financial highlights for each Fund that was operational as of 
the fiscal year ended March 31, 2025 for the fiscal periods indicated. The table is intended to 
help you understand each Fund’s financial performance. Certain information reflects financial results 
for a single Fund share. The total returns in the table represent the rate that an investor would 
have earned or lost on an investment in the Fund (assuming reinvestment of all dividends and 
distributions). The information has been derived from financial statements audited by KPMG LLP, the 
Trust’s independent registered public accounting firm. Their report, along with the financial highlights 
and financial statements, is included in the Funds’ most recent Form N-CSR (see back cover for 
information on how to obtain each Fund’s financial statements).
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Quadratic Interest Rate Volatility and Inflation hedge ETF – IVOL

Selected Per Share Data & Ratios
For the Years/Periods Ended March 31 
For a Share Outstanding Throughout Each Period

Quadratic Interest Rate Volatility and 
Inflation Hedge ETF 2025 2024 2023 2022 2021

Net Asset Value, Beginning of Period ($)���������� 18.96 22.67 25.53 28.47 25.97

Net Investment Income (Loss) ($)* ���������������� 0.35 0.36 1.15 0.93 (0.02)

Net Realized and Unrealized Gain (Loss) on 
Investments ($) ���������������������������������������� 0.02 (3.32) (3.16) (2.84) 3.51

Total from Operations ($)�������������������������������� 0.37 (2.96) (2.01) (1.91) 3.49

Distribution from Net Investment Income ($)���� — — — (0.82) (0.90)

Distribution from Capital Gains ($)������������������ — — — — —

Return of Capital ($)�������������������������������������� (0.67) (0.75) (0.85) (0.21) (0.09)

Total from Distributions ($)������������������������������ (0.67) (0.75) (0.85) (1.03) (0.99)

Net Asset Value, End of Period ($) ������������������ 18.66 18.96 22.67 25.53 28.47

Total Return (%)**������������������������������������������ 2.03 (13.30) (7.95) (6.88) 13.65

Net Assets End of Period ($) (000) ���������������� 477,783 790,499 786,055 1,737,542 2,629,858

Ratio of Expenses to Average  
Net Assets (%)~���������������������������������������� 1.00‡ 1.00‡ 1.00‡ 0.98‡ 0.94‡

Ratio of Expenses to Average Net Assets 
(Excluding Waivers, if applicable) (%)~ ������ 1.00‡ 1.00‡ 1.00‡ 0.99‡ 0.99‡

Ratio of Net Investment Income (Loss) to 
Average Net Assets (%)������������������������������ 1.89‡ 1.71‡ 4.82‡ 3.38‡ (0.06)‡

Portfolio Turnover (%)�������������������������������������� — — — — —

*	  Per share data calculated using average shares method.
** 	 Total return is based on the change in net asset value of a share during the year or period and assumes 

reinvestment of dividends and distributions at net asset value. Total return is for the period indicated and 
periods of less than one year have not been annualized. The return shown does not reflect the deduction 
of taxes that a shareholder would pay on Fund distributions or the redemption of Fund shares. Excludes 
effects of standard creation and redemption transaction fees associated with creation units.

~	 During the periods, certain fees were waived.
‡ 	 The ratios of expenses and net investment income/(loss) to Average Net Assets reflect the expenses and 

net investment income/(loss), respectively, for the period as reported in the Statements of Operations 
and do not reflect the Fund’s proportionate share of the income and expenses from investments in other 
investment companies.

	 Amounts designated as “—” are $0 or have been rounded to $0.
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Quadratic Deflation ETF – BNDD

Selected Per Share Data & Ratios
For the Years/Periods Ended March 31 
For a Share Outstanding Throughout Each Period

Quadratic Deflation ETF 2025 2024 2023 2022(1)

Net Asset Value, Beginning of Period ($)���������������������������������� 15.01 15.83 25.74 25.00

Net Investment Income (Loss) ($)* ���������������������������������������� 0.43 0.37 0.29 0.03

Net Realized and Unrealized Gain (Loss) on Investments ($)���� (1.56) (0.55) (3.79) 1.21(2)

Total from Operations ($)�������������������������������������������������������� (1.13) (0.18) (3.50) 1.24

Distribution from Net Investment Income ($)���������������������������� — (0.57) (6.41) (0.50)

Distribution from Capital Gains ($)������������������������������������������ — — — —

Return of Capital ($)�������������������������������������������������������������� (0.51) (0.07) — —

Total from Distributions ($)������������������������������������������������������ (0.51) (0.64) (6.41) (0.50)

Net Asset Value, End of Period ($) ������������������������������������������ 13.37 15.01 15.83 25.74

Total Return (%)**������������������������������������������������������������������ (7.66) (1.08) (12.08) 4.97

Net Assets End of Period ($) (000) ���������������������������������������� 10,363 30,016 88,638 138,994

Ratio of Expenses to Average Net Assets (%)~ ������������������������ 1.00‡ 0.98‡ 0.95‡ 0.94†‡

Ratio of Expenses to Average Net Assets (Excluding Waivers, if 
Applicable) (%)~ �������������������������������������������������������������� 1.00‡ 1.00‡ 1.00‡ 0.99†‡

Ratio of Net Investment Income (Loss) to Average  
Net Assets (%)������������������������������������������������������������������ 2.98‡ 2.48‡ 1.37‡ 0.24†‡

Portfolio Turnover (%)�������������������������������������������������������������� — — — —††

*	  Per share data calculated using average shares method.
** 	 Total return is based on the change in net asset value of a share during the year or period and assumes 

reinvestment of dividends and distributions at net asset value. Total return is for the period indicated and 
periods of less than one year have not been annualized. The return shown does not reflect the deduction 
of taxes that a shareholder would pay on Fund distributions or the redemption of Fund shares. Excludes 
effects of standard creation and redemption transaction fees associated with creation units.

~	 During the periods, certain fees were waived.
† 	 Annualized.
†† 	 Portfolio turnover rate is for the period indicated and periods of less than one year have not been 

annualized. Excludes effect of in-kind transfers. 
‡ 	 The ratios of expenses and net investment income/(loss) to Average Net Assets reflect the expenses and 

net investment income/(loss), respectively, for the period as reported in the Statements of Operations 
and do not reflect the Fund’s proportionate share of the income and expenses from investments in other 
investment companies.

(1) 	 The Fund’s inception date was on September 20, 2021.
(2)	 Realized and unrealized gains and losses per share are balancing amounts necessary to reconcile the 

change in net asset value per share for the period, and may not reconcile with the aggregate gains and 
losses in the Fund’s Statement of Operations due to share transactions for the period.

	 Amounts designated as “—” are $0 or have been rounded to $0.



Additional Information

Additional and more detailed information about the Funds are included in the SAI dated August 1, 
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.ivoletf.com or www.bnddetf.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 a Fund’s 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.

Go paperless…
It’s Easy, Economical and Green!

Check with your investment provider for information on edelivery of any materials
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