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Supplement dated April 23, 2021 to the currently effective Statutory Prospectuses and Statements of 

Additional Information as each may be supplemented, for the Funds
 

This supplement provides new and additional information beyond that contained in the currently effective Statutory Prospectuses and
Statements of Additional Information.
 
 
Effective April 30, 2021, the calculation of the Funds’ Intraday Indicative Values will be discontinued. As a result, effective as of such
date:
 
1. In the Statutory Prospectus for each Fund, the sections entitled “Share Trading Prices and Intraday Indicative Value” and

“Share Trading Prices”, as applicable, are deleted in their entirety.

2. In the Statement of Additional Information for each Fund, the third paragraph in the section entitled “Exchange Listing and
Trading” is deleted in its entirety.

 
In addition, effective immediately, the following change to the Statement of Additional Information for each Fund is made to update the
Exchange requirements listed in the “Exchange Listing and Trading” section due to Rule 6c-11 of the Investment Company Act of 1940,
as amended:
 
3. In the Statement of Additional Information for each Fund, the second paragraph in the section entitled, “Exchange Listing and

Trading” is deleted in its entirety and replaced with the following:
 
The shares of the Fund are listed and traded on the Exchange identified on the cover of this SAI at prices that may differ from a Fund’s NAV.
There can be no assurance that the Exchange requirements necessary to maintain the listing of the shares of the Fund will continue to be met. The
Exchange may, but is not required to, remove the shares of the Fund from listing if, among other matters: (i) the Exchange becomes aware that the
Fund is no longer eligible to operate in reliance on Rule 6c-11 of the Investment Company Act; (ii) if the Fund no longer complies with the
requirements set forth by the Exchange; (iii) following the initial 12-month period after commencement of trading of the Fund, there are fewer
than fifty (50) Beneficial Owners (as that term is defined below) of the shares of the Fund; or (iv) such other event shall occur or condition exist
that, in the opinion of the Exchange, makes further dealings on the Exchange inadvisable. The Exchange will remove the shares of the Fund from
listing and trading upon termination of the Fund.
 
Trading prices of Shares on the Exchange may differ from the Fund’s daily NAV. Market forces of supply and demand, economic conditions and
other factors may affect the trading prices of Shares.
 

PLEASE RETAIN THIS SUPPLEMENT FOR FUTURE REFERENCE.
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Fund shares are not individually redeemable. Fund shares will be listed on 
NYSE Arca, Inc. (“Exchange”).

These securities have not been approved or disapproved by the U.S. Securities 
and Exchange Commission (“SEC”) or the U.S.  Commodity Futures Trading 
Commission (“CFTC”), nor have the SEC or CFTC passed upon the adequacy of 
this Prospectus. Any representation to the contrary is a criminal offense.

Beginning on January 1, 2021, as permitted by regulations adopted by the 
Securities and Exchange Commission, paper copies of the Fund’s shareholder 
reports will no longer be sent by mail, unless you specifically request paper 
copies of the reports from the Fund (if you hold your Fund shares directly with 
the Fund) or from your financial intermediary, such as a broker-dealer or bank 
(if you hold your Fund shares through a financial intermediary). Instead, the 
reports will be made available on a website, and you will be notified by mail 
each time a report is posted and provided with a website link to access the 
report.

If you already elected to receive shareholder reports electronically, you will 
not be affected by this change and you need not take any action. If you hold 
your Fund shares directly with the Fund, you may elect to receive shareholder 
reports and other communications electronically from the Fund by contacting 
the Fund at 855-857-2638 or, if you hold your Fund shares through a financial 
intermediary, you can contact your financial intermediary.

You may elect to receive all future reports in paper free of charge. If you hold your 
Fund shares directly with the Fund, you can inform the Fund that you wish to 
continue receiving paper copies of your shareholder reports at 855-857-2638 
or, if you hold your Fund shares through a financial intermediary, you can contact 
your financial intermediary. Your election to receive reports in paper will apply to 
all of the KraneShares Funds you hold directly with series of the Trust or through 
your financial intermediary, as applicable.
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Fund Summary 
KFA Mount Lucas Index Strategy ETF

Investment Objective 

The KFA Mount Lucas Index Strategy ETF (the “Fund”) seeks to provide a total return that, before fees 
and expenses, exceeds that of the KFA MLM Index (“Index”) over a complete market cycle.

Fees and Expenses of the Fund 

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

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

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment) 
Management Fees  ..............................................................................................................       0.89%
Distribution and/or Service (12b-1) Fees*  .........................................................................       0.00%
Other Expenses**  ..............................................................................................................       0.01%

Total Annual Fund Operating Expenses  .....................................................................................       0.90%

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

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

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
$92      $287 

Portfolio Turnover 

The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may 
result in higher taxes when Fund shares are held in a taxable account. These costs, which are not 
reflected in the Annual Fund Operating Expenses or in the Example, affect the Fund’s performance. 
Because the Fund has not commenced investment operations prior to the date of this prospectus, it 
does not have portfolio turnover information for the prior fiscal year to report.

Principal Investment Strategies 

The Fund seeks to achieve its goal by investing under normal circumstances in commodity, currency, 
and global fixed income futures contracts traded on U.S. and foreign exchanges that are the same 
as or similar to those included in the Index and debt instruments.

The Index is a modified version of the MLM Index, which is an index constructed of a portfolio of 
commodity, currency, and global fixed income futures contracts traded on U.S. and foreign exchanges 
using a trend following methodology.  The Index determines weightings of these three types of futures 



contracts by the relative historical volatility of each type of futures contract as determined by the 
MLM Index Committee.  Within each type of futures contract, the underlying constituent markets are 
equal dollar weighted.  

The Index will roll futures contracts forward on a market by market basis as each constituent market 
nears expiration.  The selection of the constituent markets occurs annually.  The constituent markets 
of the futures contracts for the Index currently consist of the following commodities (corn, crude oil, 
copper, gold, heating oil, cattle, natural gas, soybeans, sugar, wheat and gasoline), currencies (British 
pound, Canadian dollar, Australian dollar, Euro, Japanese Yen, and Swiss francs), and global bond 
markets (Canadian government bond, Euro bund, Japanese government bond, Long gilt and Ten-year 
Treasuries).  Constituent markets are traded both long and short based on each market’s trading signals.

The Index evaluates market trading signals on a daily basis and rebalances on the first day of the 
month.  In addition, the Index has a target average annualized volatility of 15% over time.  

The Fund will invest in futures contracts on commodities, currencies and global bond markets.  The 
Fund will utilize a subsidiary (the “Subsidiary”) for purposes of investing in futures contracts on 
commodities.  The Subsidiary is a corporation operating under Cayman Islands law that is wholly-
owned and controlled by the Fund.  The Subsidiary is advised by the Fund’s investment adviser, 
Krane Funds Advisors, LLC (“Krane” or “Adviser”) and is sub-advised by Mount Lucas Index Advisers 
LLC, the Fund’s sub-adviser (“MLIA” or “Sub-Adviser”). The Fund may invest up to 25% of its assets 
in the Subsidiary. The Subsidiary has the same investment objective as the Fund and will follow 
the same investment policies and restrictions as the Fund. Except as noted, for purposes of this 
Prospectus, references to the Fund’s investment strategies and risks include those of its Subsidiary, 
and references to the Fund include the Subsidiary.  Although the Fund seeks to maintain exposure to 
futures contracts that are the same as those included in the Index, the Fund and the Subsidiary will 
be actively managed and will not be required to replicate the performance of the Index.  Fund assets 
not invested in futures contracts or the Subsidiary generally will be invested in debt instruments, 
exchange-traded funds (“ETFs”), cash or cash equivalent instruments, or money market mutual funds.

The debt instruments in which the Fund intends to invest include government securities and corporate 
or other non-government fixed-income securities with maturities of up to 12 months.  The Fund may 
invest in debt instruments indirectly through short-term bond funds and ETFs.  The Fund may also 
invest in cash and cash equivalents, including money market funds.  Currently, the Fund expects to 
invest in ETFs to gain exposure to debt instruments.

The Fund may also invest in instruments that are not included in the Index.  These investments may 
include equity securities, derivative instruments (including swaps, futures, forwards, structured notes 
and options), other investment companies (including ETFs) and cash or cash equivalents (including 
money market funds). The other investment companies in which the Fund may invest may be advised, 
sponsored or otherwise serviced by Krane and/or its affiliates.

The Commodities Futures Trading Commission (the “CFTC”) has adopted certain requirements that 
subject registered investment companies and their advisers to regulation by the CFTC if a registered 
investment company invests more than a prescribed level of its net assets in CFTC-regulated futures, 
options and swaps, or if a registered investment company markets itself as providing investment 
exposure to such instruments. Due to the Fund’s potential use of CFTC-regulated futures and swaps 
above CFTC Rule 4.5 limits, it will be considered a “commodity pool” under the Commodity Exchange 
Act upon commencement of operations.
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The Fund is non-diversified.  To the extent the Index is concentrated in a particular industry, the Fund 
is expected to be concentrated in that industry.  As of August 31, 2020, the Index was invested in 
the futures contracts of the 11 commodities, 6 currencies, and 5 global bond markets listed above.

The Index is provided by Fuzzy Logix, Inc. (doing business as “FastINDX”) (“Index Provider”).

Principal Risks 

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

Futures Strategy Risk. The use of futures contracts is subject to special risk considerations. The 
primary risks associated with the use of futures contracts include: (a) an imperfect correlation 
between the change in market value of the reference asset and the price of the futures contract; (b) 
possible lack of a liquid secondary market for a futures contract and the resulting inability to close 
a futures contract when desired; (c) losses caused by unanticipated market movements, which are 
potentially unlimited; (d) the inability to predict correctly the direction of market prices, interest rates, 
currency exchange rates and other economic factors; and (e) if the Fund has insufficient cash, it 
may have to sell securities or financial instruments from its portfolio to meet daily variation margin 
requirements, which may lead to the Fund selling securities or financial instruments at a loss.

As a futures contract the Fund owns approaches its settlement date, the Fund may sell that futures 
contract and reinvest the proceeds in a similar contract with a more distant settlement date. This 
process is referred to as “rolling” a futures contract. The successful use of such a strategy depends 
upon the Adviser’s or Sub-Adviser’s skill and experience. Although the Fund will attempt to roll from 
an expiring futures contract to another contract that the Adviser or Sub-Adviser believes will generate 
the greatest yield for the Fund, the Fund nevertheless may incur a cost to “roll” the contract. In 
a commodity futures market where current month expiring contracts trade at a lower price than 
next month’s contract, a situation referred to as “contango,” then, absent the impact of the overall 
movement in commodity prices, the Fund may experience an adverse impact because it would be 
selling less expensive contracts and buying more expense contracts. In the event of a prolonged 
period of contango, and absent the impact of rising or falling commodity prices, there could be a 
significant negative impact on the Fund when it “rolls” its futures contract positions.

Commodity Risk. The Fund’s and the Subsidiary’s significant investment exposure to the commodities 
markets and/or a particular sector of the commodities markets may subject the Fund and the 
Subsidiary to greater volatility than investments in traditional securities. The commodities markets 
are impacted by a variety of factors, including market movements, resource availability, commodity 
price volatility, speculation in the commodities markets, domestic and foreign political and economic 
events and policies, trade policies and tariffs, war, acts of terrorism, changes in domestic or foreign 
interest rates and/or investor expectations concerning interest rates, domestic and foreign inflation 
rates and investment and trading activities in commodities.

Prices of various commodities may also be affected by factors such as drought, floods, weather, 
livestock disease, embargoes, tariffs and other regulatory developments. The prices of commodities 
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can also fluctuate widely due to supply and demand disruptions in major producing or consuming 
regions. To the extent the Fund focuses its investments in a particular commodity in the commodities 
market, the Fund will be more susceptible to risks associated with the particular commodity. No 
active trading market may exist for certain commodities investments. Because the Fund’s and the 
Subsidiary’s performance is linked to the performance of potentially volatile commodities, investors 
should be willing to assume the risks of significant fluctuations in the value of the Fund’s shares.

Commodity-Linked Derivatives Risk. The value of a commodity-linked derivative investment typically 
is based upon the price movements of a physical commodity and may be affected by changes 
in overall market movements, volatility of an index, changes in interest rates, or factors affecting 
a particular industry or commodity, such as drought, floods, weather, embargoes, tariffs and 
international economic, political and regulatory developments. Investments in commodity-linked 
derivatives may be subject to greater volatility than non-derivative based investments. Commodity-
linked derivatives also may be subject to credit and interest rate risks that in general affect the values 
of debt securities.

Fixed Income Securities Risk. Fixed income securities are subject to credit risk and interest rate risk. 
Credit risk refers to the possibility that the issuer of a security will not make timely interest payments 
or repay the principal of the debt issued (i.e., default on its obligations). A downgrade or default on 
securities held by the Fund could adversely affect the Fund’s performance. Generally, the longer the 
maturity and the lower the credit quality of a security, the more sensitive it is to credit risk. Interest 
rate risk refers to fluctuations in the value of a debt resulting from changes in the level of interest 
rates. When interest rates go up, the prices of most debt instruments generally go down; and when 
interest rates go down, the prices of most debt instruments generally go up. Debt instruments with 
longer durations tend to be more sensitive to interest rate changes, typically making them more 
volatile. Interest rates have recently increased and may continue increasing, thereby heightening the 
risks associated with rising interest rates.

Currency Risk. To the extent that the Fund is exposed directly or indirectly to foreign currencies, 
including through its investments, or invests in securities or other instruments denominated in or 
indexed to foreign currencies, changes in currency exchange rates could adversely impact investment 
gains or add to investment losses. Currency exchange rates may fluctuate significantly over short 
periods of time and can be affected unpredictably by intervention, or failure to intervene, by U.S. or 
foreign governments or central banks or by currency controls or political developments in the U.S. 
or abroad.

Commodity Pool Registration Risk. Under amended regulations promulgated by the CFTC, the Fund 
and the Subsidiary will be considered commodity pools upon commencement of operations, and 
therefore each will be subject to regulation under the Commodity Exchange Act and CFTC rules. Krane 
and MLIA will register as a commodity pool operator and commodity trading adviser, respectively, 
and will manage the Fund and the Subsidiary in accordance with CFTC rules, as well as the rules 
that apply to registered investment companies. Commodity pools are subject to additional laws, 
regulations and enforcement policies, all of which may potentially increase compliance costs and 
may affect the operations and financial performance of the Fund and the Subsidiary. Additionally, 
positions in futures and other contracts may have to be liquidated at disadvantageous times or 
prices to prevent the Fund from exceeding any applicable position limits established by the CFTC. 
Such actions may subject the Fund to substantial losses.

Regulatory Risk. The Fund is subject to the risk that a change in U.S. law and related regulations 
will impact the way the Fund operates, increase the particular costs of the Fund’s operations and/or 
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change the competitive landscape. Additional legislative or regulatory changes could occur that may 
materially and adversely affect the Fund. 

Subsidiary Investment Risk. By investing in the Subsidiary, the Fund is indirectly exposed to the risks 
associated with the Subsidiary’s investments. Since the Subsidiary is organized under the law of the 
Cayman Islands and is not registered with the SEC under the Investment Company Act of 1940, as 
amended (the “1940 Act”), the Fund will not receive all of the protections offered to shareholders 
of registered investment companies. Changes in the laws of the United States and/or the Cayman 
Islands could result in the inability of the Fund and/or the Subsidiary to operate as intended, which 
may negatively affect the Fund and its shareholders.

Derivatives Risk. The use of derivatives (including swaps, futures, forwards, structured notes and 
options) involve risks, such as possible default by a counterparty, potential losses if markets do not 
move as expected, and the potential for greater losses than if these techniques had not been used. 
Investments in derivatives may expose the Fund to leverage, which may cause the Fund to be more 
volatile than if it had not been leveraged. By investing in derivatives, the Fund could lose more than 
the amount it invests; some derivatives can have the potential for unlimited loss. Derivatives may 
also be subject to valuation risk, which is the risk that valuation sources for the derivative will not be 
readily available in the market which is especially possible in times of market distress, during which 
market participants may be reluctant to purchase complex instruments or provide price quotes for 
them. In addition, derivatives can be difficult or impossible to sell at the time of and at the price 
desired by the seller.

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

European Union Risk. Recently, new concerns have emerged in regard to the economic and 
political stability of the European Union. These concerns have led to downward pressure on the 
earnings of certain European issuers and on European financial markets. Secessionist movements in 
various member countries to leave the European Union may have an adverse effect on the economies 
of those member countries and on the European Union as a whole. The economies of the European 
Union are dependent to a significant extent on those of certain key trading partners, including China, 
the United States, and other European countries. A reduction in spending on products and services 
exported from the European Union, or volatility in the financial markets of member countries, may have 
an adverse impact on the broader European Union economy and could adversely affect the Fund.

Foreign Investments Risk. Investments in non-U.S. instruments may involve risk of loss due to foreign 
currency fluctuations and political or economic instability. Foreign markets also may have clearance 
and settlement procedures that make it difficult for the Fund to buy and sell securities. These factors 
could result in a loss to the Fund by causing the Fund to be unable to dispose of an investment or 
to miss an attractive investment opportunity, or by causing the Fund’s assets to be uninvested for 
some period of time.

Concentration Risk. The Fund’s assets are expected to be concentrated in an industry or group of 
industries to the extent that the Index concentrates in a particular industry or group of industries.  
The securities of companies in an industry or group of industries could react similarly to market 
developments. Thus, the Fund is subject to loss due to adverse occurrences that may affect that 
industry or group of industries or sector.  
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Short Sale Risk. Short sales, at least theoretically, present a risk of unlimited loss on an individual 
security basis, since the Fund may be required to buy the security sold short at a time when the 
security has appreciated in value, and there is potentially no limit to the amount of such appreciation. 
Because the Fund may invest the proceeds of a short sale, another effect of short selling on the 
Fund is leverage, in that it amplifies changes in the Fund’s net asset value since it increases the 
exposure of the Fund to the market. The Fund may not always be able to close out a short position 
at a favorable time or price. If the Fund covers its short sale at an unfavorable price, the cover 
transaction is likely to reduce or eliminate any gain, or cause a loss to the Fund. When the Fund 
is selling a security short, it must maintain a segregated account of cash or high-grade securities 
equal to the margin requirement. As a result, the Fund may maintain high levels of cash or other 
liquid assets (such as U.S. Treasury bills, money market instruments, certificates of deposit, high 
quality commercial paper and long equity positions). The Fund may utilize the collateral obtained 
from securities lending for this cash. The need to maintain cash or other liquid assets in segregated 
accounts could limit the Fund’s ability to pursue other opportunities as they arise.

Non-Diversified Fund Risk. The Fund is non-diversified and may concentrate its investments to a 
greater extent 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 cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a significant 
discount to net asset value (“NAV”) and may face delisting from the Exchange.

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

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

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

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 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.  If a number of investments 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 could cause volatility in global financial markets and negative 
sentiment, 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. 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.  

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

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

The Fund intends to treat its income from the Subsidiary as qualifying income. The tax treatment 
of the Fund’s investment in the Subsidiary may be adversely affected by future legislation, court 
decisions, Treasury Regulations and/or guidance issued by the IRS that could affect whether income 
derived from such investments is “qualifying income” under Subchapter M of the Internal Revenue 
Code, or otherwise affect the character, timing and/or amount of the Fund’s taxable income or any 
gains or distributions made by the Fund.

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 may decline or be negative for short or long periods of time.

Investments in Investment Companies Risk. The Fund may invest in other investment companies, 
including those advised, sponsored or otherwise serviced by Krane or MLIA.  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.  Krane and MLIA are subject to conflicts of interest in allocating Fund assets to 
investment companies that are advised, sponsored or otherwise serviced by Krane, MLIA and/or 
each of 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, including foreign investment 
companies, it will not enjoy the protections of the U.S. law.

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

Performance Information

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

Investment Adviser and Sub-Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”) serves as the investment adviser to the Fund. Mount 
Lucas Index Advisers LLC (“MLIA” or “Sub-Adviser”) serves as the investment sub-adviser to the Fund.

Portfolio Managers

Timothy J. Rudderow Sr., Chief Executive Officer and Chief Investment Officer of MLIA; Gerald L. Prior, 
III, Chief Operating Officer and Senior Portfolio Manager of MLIA; and David Aspell, Portfolio Manager 
of MLIA are the Fund’s Portfolio Managers and are jointly and primarily responsible for the day to 
day management of the Fund’s portfolio. Messrs. Ruderrow, Prior, and Aspell have served as portfolio 
manager of the Fund since its inception.

Purchase and Sale of Fund Shares 

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

Tax Information 

Fund distributions are generally taxable as ordinary income, 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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Each of the policies described in this Prospectus, including the Fund’s investment objective is a non-
fundamental policy that may be changed by the Board of Trustees of the Trust without shareholder 
approval.  Certain fundamental policies of the Fund are set forth in the SAI. 

Additional Information About the Index

The Index is a modified version of the MLM Index, which is an index constructed of a portfolio of 
commodity, currency, and global fixed income futures contracts traded on U.S. and foreign exchanges 
using a trend following methodology.  The Index determines weightings of these three types of futures 
contracts by the relative historical volatility of each type of futures contract as determined by the 
MLM Index Committee.  Within each type of futures contract, the underlying constituent markets are 
equal dollar weighted.  The Index will roll futures contracts forward on a market by market basis as 
each constituent market nears expiration.  

Futures markets (or exchanges) are public marketplaces where futures are contracted for purchase 
or sale at an agreed upon price for delivery at a specified date. The Index generally consists of 
the largest, most liquid (as defined by total open interest) U.S. and foreign futures markets.  The 
Index participates in the following futures markets and exchanges: CME Group, COMEX, NYMEX, ICE, 
Montreal Exchange, EUREX, and Osaka Exchange. The selection of the constituent markets occurs 
annually and, except in unusual circumstances, markets are not added to or deleted from the Index 
during a year. The constituent markets of the futures contracts for the Index currently consist of the 
following commodities (corn, crude oil, copper, gold, heating oil, cattle, natural gas, soybeans, sugar, 
wheat and gasoline), currencies (British pound, Canadian dollar, Australian dollar, Euro, Japanese 
Yen, and Swiss francs), and global bond markets (Canadian government bond, Euro bund, Japanese 
government bond, Long gilt and Ten-year Treasuries).  Constituent markets are traded both long and 
short based on each market’s trading signals.

The Index evaluates market trading signals on a daily basis and rebalances on the first day of the 
month.  In addition, the Index has a target average annualized volatility of 15% over time.  

As of August 31, 2020, the Index was invested in the futures contracts of 11 commodities, 6 
currencies, and 5 global bond markets listed above.

The Index is provided by Fuzzy Logix, Inc. (doing business as “FastINDX”) (“Index Provider”). The Index 
Provider determines the components and the relative weightings of the component securities in the 
Index. The Index Provider is not affiliated with the Fund, Krane or MLIA. Additional information about 
the Index is available on FastINDX’s website, https://www.fastindx.com/.

Principal Investment Risks

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

Commodity Risk. The Fund’s and the Subsidiary’s investment exposure to the commodities markets 
and/or a particular sector of the commodities markets may subject the Fund and the Subsidiary to 
greater volatility than investments in traditional securities. The commodities markets are impacted 
by a variety of factors, including market movements, resource availability, commodity price volatility, 
speculation in the commodities markets, domestic and foreign political and economic events and 
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policies, trade policies and tariffs, war, acts of terrorism, changes in domestic or foreign interest 
rates and/or investor expectations concerning interest rates, domestic and foreign inflation rates 
and investment and trading activities in commodities. Prices of various commodities may also be 
affected by factors such as drought, floods, weather, livestock disease, embargoes, tariffs and other 
regulatory developments. The frequency, duration and magnitude of such changes often cannot 
be predicted. The prices of commodities can also fluctuate widely due to supply and demand 
disruptions in major producing or consuming regions. Certain commodities may be produced in a 
limited number of countries and may be controlled by a small number of producers or groups of 
producers. As a result, political, economic and supply related events in such countries could have a 
disproportionate impact on the prices of such commodities. No active trading market may exist for 
certain commodities investments, which may impair the ability of the Fund to sell or to realize the full 
value of such investments in the event of the need to liquidate such investments. In addition, adverse 
market conditions may impair the liquidity of commodities investments. Because the Fund’s and the 
Subsidiary’s performance is linked to the performance of potentially volatile commodities, investors 
should be willing to assume the risks of significant fluctuations in the value of the Fund’s shares.

Agricultural and Soft Commodities Sector Risk. Risks of investing in agricultural sector 
commodities include, in addition to other risks, the impact of government policies on planting of certain 
crops and possible alternative uses of agricultural resources, the location and size of crop production, 
trading of unprocessed or processed commodity products, and the volume and types of imports and 
exports. Climate change may severely impact the viability of certain crops in certain regions. Trade 
wars have introduced considerable uncertainty into some previously established international markets 
for agricultural products and could produce abrupt and substantial price changes.

Energy Sector Risk. Risks of investing in energy sector commodities include, in addition 
to other risks, price fluctuation caused by real and perceived inflationary trends and political 
developments, the cost assumed in complying with environmental and other safety regulations, 
supply of and demand for energy fuels, energy conservation efforts, capital expenditures on and the 
success of exploration and production projects, increased competition and technological advances, 
tax and other government regulations, and policies of the Organization of the Petroleum Exporting 
Countries (OPEC) and oil importing nations. In addition, companies in the energy sector are at risk of 
liability from accidents resulting in pollution or other environmental damage claims and at risk of loss 
from terrorism, natural disasters, fires and explosions. There is growing political pressure to reduce 
the use of fossil fuels, which could begin to impact the securities of companies in that industry and 
the prices of related commodities.

Industrial Metals Sector Risk. Risks of investing in industrial metals sector commodities 
include, in addition to other risks, substantial price fluctuations over short periods of time, imposition 
of import controls, increased competition and changes in industrial, governmental, and commercial 
demand for industrial metals.

Precious Metals Sector Risk. Risks of investing in precious metals sector commodities 
include, in addition to other risks, changes in the level of the production and sale of precious metals 
by governments or central banks or other large holders.

Commodity-Linked Derivatives Risk. The value of a commodity-linked derivative investment is 
typically based upon the price movements of a physical commodity (such as heating oil, precious 
metals, livestock, or agricultural products), a commodity futures contract or commodity index, or 
some other readily measurable economic variable. Commodity-linked derivatives provide exposure, 
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which may include long and/or short exposure, to the investment returns of physical commodities 
that trade in the commodities markets without investing directly in physical commodities. The 
value of commodity-linked derivative instruments may be affected by changes in overall market 
movements, volatility of the underlying index, changes in interest rates, or factors affecting a 
particular industry or commodity, such as drought, floods, weather, livestock disease, embargoes, 
tariffs and international economic, political and regulatory developments. The value of commodity-
linked derivatives will rise or fall in response to changes in the underlying commodity or related index. 
Investments in commodity-linked derivatives may be subject to greater volatility than non-derivative 
based investments. A highly liquid secondary market may not exist for certain commodity-linked 
derivatives, and there can be no assurance that one will develop.

Commodity Pool Registration Risk. Under amended regulations promulgated by the U.S. Commodities 
Futures Trading Commission (“CFTC”), the Fund and the Subsidiary will be considered commodity 
pools upon commencement of operations, and therefore each will be subject to regulation under 
the Commodity Exchange Act and CFTC rules. The Adviser will register as a commodity pool operator 
and will manage the Fund and the Subsidiary in accordance with CFTC rules, as well as the rules 
that apply to registered investment companies. Commodity pools are subject to additional laws, 
regulations and enforcement policies, all of which may potentially increase compliance costs and 
may affect the operations and financial performance of the Fund and the Subsidiary. Additionally, 
positions in futures and other derivative contracts may have to be liquidated at disadvantageous 
times or prices to prevent the Fund from exceeding any applicable position limits established by the 
CFTC. Such actions may subject the Fund to substantial losses.

Concentration Risk. Because the Fund’s assets are expected to be concentrated in an industry or 
group of industries to the extent that the Index concentrates in a particular industry or group of 
industries, the Fund is subject to loss due to adverse occurrences that may affect that industry or 
group of industries or sector.  Market conditions, interest rates, and economic, regulatory, or financial 
developments could significantly affect a single industry or a group of related industries, and the 
securities of companies in that industry or group of industries could react similarly to these or other 
developments.  

Currency Risk. To the extent that the Fund is exposed directly or indirectly to foreign currencies, 
including through its investments, or invests in securities or other instruments denominated in or 
indexed to foreign currencies, changes in currency exchange rates could adversely impact investment 
gains or add to investment losses. Domestic issuers that hold substantial foreign assets may be 
similarly affected. Currency exchange rates may fluctuate significantly over short periods of time and 
can be affected unpredictably by intervention, or failure to intervene, by U.S. or foreign governments 
or central banks or by currency controls or political developments in the U.S. or abroad. To the extent 
the Fund invests or hedges based on the perceived relationship between two currencies, there is a 
risk that the correlation between those currencies may not behave as anticipated.

Derivatives Risk. Derivatives are financial instruments, such as swaps, futures, forwards, structured 
notes and options, whose values are based on the value of one or more reference assets, such as 
a security, asset, currency, interest rate or index. Derivatives involve risks different from, and possibly 
greater than, the risks associated with investing directly in securities and other more traditional 
investments. For example, derivatives involve the risk of mispricing or improper valuation and the 
risk that changes in the value of a derivative may not correlate perfectly with the reference asset(s). 
Derivative transactions can create investment leverage, which implicates risks greater than those 
associated with investing directly in a reference asset, because a small investment in a derivative 
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can result in a large impact on the Fund and may cause the Fund to be more volatile. Many derivative 
transactions are entered into “over-the-counter” (not on an exchange or contract market); as a 
result, the value of such a derivative transaction will depend on the ability and the willingness of 
the Fund’s counterparty to perform its obligations under the transaction. If a counterparty were 
to default on its obligations, the Fund’s contractual remedies against such counterparty may be 
subject to bankruptcy and insolvency laws, which could affect the Fund’s rights as a creditor (e.g., 
the Fund may not receive the net amount of payments that it is contractually entitled to receive). 
A liquid secondary market may not always exist for the Fund’s derivative positions at any time. If a 
derivative transaction is centrally cleared, it will be subject to the rules of the clearing exchange and 
subject to risks associated with the exchange. Derivatives can be illiquid and imperfectly correlate 
with the reference asset(s), resulting in unexpected returns that could materially adversely affect the 
Fund. Some derivatives can have the potential for unlimited loss. Many derivatives are subject to 
segregation requirements, pursuant to which the Fund must segregate the market or notional value 
of the derivatives and which could impede the portfolio management of the Fund. It is possible 
that developments in the derivatives market, including ongoing or potential government regulation, 
could adversely affect the Fund’s ability to enter into new derivatives agreements, terminate existing 
derivative agreements or to realize amounts to be received under such instruments.

Counterparty Risk. Because many derivatives are an obligation of the counterparty rather 
than a direct investment in the reference asset, the Fund may suffer losses potentially equal to, or 
greater than, the full value of the derivative if the counterparty fails to perform its obligations under 
the derivative agreement as a result of bankruptcy or otherwise. Any loss would result in a reduction 
in the NAV of the Fund and will likely impair the Fund’s ability to achieve its investment objective. 
If there are only a few potential counterparties, the Fund, subject to applicable law, may enter into 
swap, option, or other derivative transactions with as few as one counterparty at any time.

Forward Currency Contracts Risk. A forward foreign currency contract involves a negotiated 
obligation to purchase or sell a specific currency at a future date (with or without delivery required), 
which may be any fixed number of days from the date of the contract agreed upon by the parties, at a 
price set at the time of the contract. Forward foreign currency contracts are not traded on exchanges; 
rather, a bank or dealer will act as agent or as principal in order to make or take future delivery, 
exposing the Fund to counterparty risk.  

Futures Risk. In addition to the above, risks associated with the use of futures contracts 
include the following: (i) an imperfect correlation between movements in prices of futures contracts 
and movements in the value of the reference asset(s) it is designed to simulate; and (ii) the 
possibility of an illiquid secondary market for a futures contract and the resulting inability to close a 
position prior to its maturity date. When the Fund purchases or sells a futures contract, it is subject 
to daily variation margin calls that could be substantial. If the Fund has insufficient cash to meet 
daily variation margin requirements, it might need to sell securities at a time when such sales are 
disadvantageous.

Leveraging Risk. The Fund’s investment in derivative instruments provide leveraged exposure. 
The Fund’s investment in these instruments generally requires a small investment relative to the 
amount of investment exposure assumed. As a result, such investments may give rise to losses that 
exceed the amount invested in those instruments. The use of derivatives may expose the Fund to 
potentially dramatic losses (or gains) in the value of a derivative or other financial instrument and, 
thus, in the value the Fund’s portfolio. The cost of investing in such instruments generally increases 
as interest rates increase, which will lower the Fund’s return.
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Options Risk. An option is a contract that gives the purchaser (holder) of the option, in return 
for a premium, the right to buy from (call) or sell to (put) the seller (writer) of the option the 
security or currency underlying the option at a specified exercise price at any time during the term 
of the option (normally not exceeding nine months). The writer of an option has the obligation upon 
exercise of the option to deliver the underlying security or currency upon payment of the exercise 
price or to pay the exercise price upon delivery of the underlying security or currency.  Options are 
derivatives, which, as described above, can be illiquid, can imperfectly correlate with the reference 
asset(s), and are subject to segregation requirements.

Options on Futures Contracts Risk. An option on a futures contract provides the holder with 
the right to enter into a “long” position in the underlying futures contract, in the case of a call option, 
or a “short” position in the underlying futures contract in the case of a put option, at a fixed exercise 
price to a stated expiration date. Upon exercise of the option by the holder, the contract market 
clearing house establishes a corresponding short position for the writer of the option, in the case of 
a call option, or a corresponding long position, in the case of a put option.  Options are derivatives, 
which, as described above, can be illiquid, can imperfectly correlate with the reference asset(s), and 
are subject to segregation requirements.

Swaps Risk. To the extent the Fund invests in swaps, it will be subject to the risk that the 
number of counterparties able to enter into swaps to provide exposure to a desired reference asset 
may be limited. Swaps are of limited duration and there is no guarantee that swaps entered into 
with a counterparty will continue indefinitely. Accordingly, the duration of a swap depends on, among 
other things, the ability of the Fund to renew the expiration period of the relevant swap at agreed 
upon terms.

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 cannot or are otherwise 
unwilling to engage in creation and redemption transactions with the Fund and no other Authorized 
Participant steps in, shares of the Fund may trade like closed-end fund shares at a significant 
discount to net asset value and may face delisting from the Exchange.

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

Premium/Discount Risk. The NAV of the Fund’s shares will generally fluctuate with changes 
in the market value of the Fund’s securities holdings. The market prices of Fund shares will generally 
fluctuate in accordance with changes in the Fund’s NAV and supply and demand of shares on the 
secondary market. It cannot be predicted whether Fund shares will trade below (at a discount), at 
or above (at a premium) their NAV. As a result, shareholders of the Fund may pay more than NAV 
when purchasing shares and receive less than NAV when selling Fund shares. This risk is heightened 
in times of market volatility or periods of steep market declines. In such market conditions, market 
or stop-loss orders to sell the 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 Index trading individually. The market prices of 
Fund shares may deviate significantly from the NAV of the shares during periods of market volatility 
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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 varies over time for shares based on trading volume and market liquidity, 
and is generally lower if the Fund’s shares have more trading volume and market liquidity and higher 
if the Fund’s shares have little trading volume and market liquidity. Increased market volatility may 
cause increased bid-ask spreads.

Although Fund shares are listed for trading on the Exchange, there can be no assurance that an 
active trading market for such shares will develop or be maintained or that the Fund’s shares will 
continue to be listed. Trading in Fund shares may be halted due to market conditions or for reasons 
that, in the view of the Exchange, make trading in shares inadvisable. In addition, trading in shares 
is subject to trading halts caused by extraordinary market volatility pursuant to Exchange “circuit 
breaker” rules. There can be no assurance that the requirements of the Exchange necessary to 
maintain the listing of any Fund will continue to be met or will remain unchanged or that the shares 
will trade with any volume, or at all.

ETF Risk – Cash Transactions Risk. Like other ETFs, the Fund sells and redeems its shares only 
in large blocks called Creation Units and only to Authorized Participants. Unlike most other ETFs, 
however, the Fund expects to effect its creations and redemptions at least partially or fully for cash, 
rather than in-kind securities. 

Other ETFs generally are able to make in-kind redemptions and avoid realizing gains in connection 
with redemption requests. Effecting redemptions for cash may cause the Fund to sell portfolio 
securities in order to obtain the cash needed to distribute redemption proceeds. Such dispositions 
may occur at an inopportune time, resulting in potential losses to the Fund or difficulties in meeting 
shareholder redemptions, and involve transaction costs. If the Fund recognizes gain on these sales, 
this generally will cause the Fund to recognize gain it might not otherwise have recognized if it were 
to distribute portfolio securities in-kind or to recognize such gain sooner than would otherwise have 
been required. The Fund generally intends to distribute these gains to shareholders to avoid being 
taxed on this gain at the Fund level and otherwise comply with the special tax rules that apply to 
it. This strategy may cause shareholders to be subject to tax on gains they would not otherwise be 
subject to, or at an earlier date than, if they had made an investment in another ETF.

In addition, cash transactions may have to be carried out over several days if the securities market in 
which the Fund is trading is less liquid and may involve considerable transaction expenses and taxes. 
These brokerage fees and taxes, which will be higher than if the Fund sold and redeemed its shares 
principally in-kind, may be passed on to purchasers and redeemers of Creation Units in the form of 
creation and redemption transaction fees. However, the Fund has capped the total fees that may be 
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charged in connection with the redemption of Creation Units at 2% of the value of the Creation Units 
redeemed. To the extent transaction and other costs associated with a redemption exceed that cap, 
those transaction costs will be borne by the Fund’s remaining shareholders. These factors may result 
in wider spreads between the bid and the offered prices of the Fund’s shares than for other ETFs.

ETF Risk – New Fund Risk. The Fund is new and does not yet have a significant number of shares 
outstanding. If the Fund does not grow in size, it will be at greater risk than larger funds of wider 
bid-ask spreads for its shares, trading at a greater premium or discount to NAV, liquidation and/or a 
trading halt.  The Fund also is subject to the continued listing standards of the Exchange, with which 
the Fund must comply in order to continue being listed on the Exchange. Among other requirements, 
the continued listing standards require a minimum number of shareholders.

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

Credit Risk. The Fund could lose money if the issuer of a fixed income security is unable to 
meet its repayment obligations in a timely manner, or if negative perceptions of the issuer’s ability to 
make such payments cause the price of the bond to decline.

Income Risk. The Fund’s income may decline due to falling interest rates. During a period 
of falling interest rates, income risk is generally higher for short term bond funds, moderate for 
intermediate term bond funds and low for long term bond funds. Therefore, investors should expect 
a Fund’s income to fluctuate accordingly.

Interest Rate Risk. Interest rate risk is the risk that the securities in the Fund’s portfolio 
will decline in value because of increases in market interest rates. Fixed income securities with 
longer durations tend to be more sensitive to changes in interest rates, usually making them more 
volatile than debt securities with shorter durations. Duration is a measure of a fixed income security’s 
sensitivity to changes in interest rates. For every 1% change in interest rates, a bond’s price generally 
changes approximately 1% in the opposite direction for every year of duration. For example, if a 
portfolio of fixed income securities has an average weighted duration of three years, its value can 
be expected to fall about 3% if interest rates rise by 1%. Conversely, the portfolio’s value can be 
expected to rise approximately 3% if interest rates fall by 1%. Unlike maturity, which considers only 
the date on which the final repayment of principal will be made, duration takes account of interim 
payments made during the life of the security. Duration is typically not equal to maturity. Interest 
rates have recently been historically low but have recently increased and may continue to increase, 
potentially quickly and significantly, thereby heightening the Fund’s exposure to the risks associated 
with rising rates.

Issuer Risk. There may be economic or political changes that impact the ability of issuers to 
repay principal and to make interest payments on securities. Changes to the financial condition or 
credit rating of issuers may also adversely affect the value of the Fund’s securities.

Reinvestment Risk. The Fund’s performance may be adversely impacted when interest rates 
fall because the Fund must invest in lower-yielding bonds as bonds in its portfolio mature.

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

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

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

Futures Strategy Risk. Successful use of futures contracts draws upon the Adviser’s skill and 
experience with respect to such instruments and is subject to special risk considerations. The primary 
risks associated with the use of futures contracts include: (a) an imperfect correlation between the 
change in market value of the reference asset and the price of the futures contract; (b) possible 
lack of a liquid secondary market for a futures contract and the resulting inability to close a futures 
contract when desired; (c) losses caused by unanticipated market movements, which are potentially 
unlimited; (d) the inability to predict correctly the direction of market prices, interest rates, currency 
exchange rates and other economic factors; and (e) if the Fund has insufficient cash, it may have to 
sell securities from its portfolio to meet daily variation margin requirements, and the Fund may have 
to sell securities at a loss. 

As a futures contract the Fund owns approaches its settlement date, the Fund may sell that futures 
contract and reinvest the proceeds in a similar contract with a more distant settlement date. This 
process is referred to as “rolling” a futures contract. The successful use of such a strategy depends 
upon the Adviser’s skill and experience. Although the Fund will attempt to roll from an expiring 
futures contract to another contract that the Adviser believes will generate the greatest yield for the 
Fund, the Fund nevertheless may incur a cost to “roll” the contract. In a commodity futures market 
where current month expiring contracts trade at a lower price than next month’s contract, a situation 
referred to as “contango,” absent the impact of the overall movement in commodity prices, the Fund 
may experience an adverse impact because it would be selling less expensive contracts and buying 
more expense contracts. In the event of a prolonged period of contango, and absent the impact of 
rising or falling commodity prices, there could be a significant negative impact on the Fund when it 
“rolls” its futures contract positions.

Investment in exchange-traded futures contracts may expose the Fund to the risks of a clearing broker 
(or a futures commission merchant (“FCM”)). Under current regulations, a clearing broker or FCM 
maintains customers’ assets in a bulk segregated account. There is a risk that Fund assets deposited 
with the clearing broker to serve as margin may be used to satisfy the broker’s own obligations or the 
losses of the broker’s other clients. In the event of default, the Fund could experience lengthy delays 
in recovering some or all of its assets and may not see any recovery at all.

Geographic Focus Risk. The Fund’s investments are expected to be focused in a particular country, 
countries, or region to approximately the same degree as the Index and, therefore the Fund will be 
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susceptible to adverse market, political, regulatory, and geographic events affecting those regions. 
The Fund is less diversified across countries or geographic regions and generally riskier than more 
geographically diversified funds.

European Union Risk. Recently, new concerns have emerged in regard to the economic and 
political stability of the European Union. These concerns have led to downward pressure on the 
earnings of certain European issuers and on European financial markets. Secessionist movements in 
various member countries to leave the European Union may have an adverse effect on the economies 
of those member countries and on the European Union as a whole. The economies of the European 
Union are dependent to a significant extent on those of certain key trading partners, including China, 
the United States, and other European countries. A reduction in spending on products and services 
exported from the European Union, or volatility in the financial markets of member countries, may 
have an adverse impact on the broader European Union economy and could adversely affect the 
Fund. Recent developments in relations between the United States and its trading partners have 
heightened concerns of increased tariffs and restrictions on trade between those 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 European 
Union’s export industry and a commensurately negative impact on the Fund. In addition, heavy 
regulation of labor, energy and product markets in the European Union may have an adverse impact 
on European Union markets. Such regulations may negatively impact economic growth or cause 
prolonged periods of recession, which could adversely affect the Fund.

Investment in Investment Companies Risk. The Fund may purchase shares of investment companies, 
such as ETFs, unit investment trusts, closed-end investment companies and foreign investment 
companies, including those that are advised, sponsored or otherwise serviced by Krane, MLIA and/
or each of their affiliates, to gain exposure to particular component securities of the Index 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, including foreign investment 
companies, it will not enjoy the protections of the 1940 Act. In addition, to the extent the Fund 
invests in other investment companies, including ETFs, sponsored, advised or otherwise serviced by 
Krane, its sub-adviser, as applicable, or their 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.
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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 price. If a transaction is particularly large 
or if the relevant market is or becomes illiquid, it may reduce the returns of the Fund because it 
may be unable to sell the illiquid securities at an advantageous time or price, which may cause the 
Fund to suffer 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. 
If a number of investments held by the Fund halt trading or become illiquid, such as due to an 
exchange’s limit up, limit down rules, it may have a cascading effect and cause the Fund to halt 
trading. Volatility in market prices will increase the risk of the Fund being subject to a trading halt.

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

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

Regulatory Risk. The Fund is subject to the risk that a change in U.S. law and related regulations 
will impact the way the Fund operates, increase the particular costs of the Fund’s operations and/
or change the competitive landscape. Additional legislative or regulatory changes could occur that 
may materially and adversely affect the Fund. For example, the regulatory environment for derivative 
instruments in which the Fund may invest is evolving, and changes in the regulation or taxation 
of derivative instruments may materially and adversely affect the ability of the Fund to pursue its 
investment objective or strategies. Such legislative or regulatory changes could pose additional risks 
and result in material adverse consequences to the Fund.

Short Sale Risk. Short sales involve selling a security the Fund does not own in anticipation that the 
security’s price will decline. To complete the transaction, the Fund must borrow the security to make 
delivery to the buyer. The Fund is then obligated to replace the security borrowed by purchasing the 
security at the market price at the time of replacement. The price at such time may be higher or lower 
than the price at which the security was sold by the Fund. If the underlying security goes up in price 
during the period during which the short position is outstanding, the Fund will realize a loss on the 
transaction.

Short sales, at least theoretically, present a risk of unlimited loss on an individual security basis, 
since the Fund may be required to buy the security sold short at a time when the security has 
appreciated in value, and there is potentially no limit to the amount of such appreciation. Because 
the Fund may invest the proceeds of a short sale, another effect of short selling on the Fund is 
leverage, in that it amplifies changes in the Fund’s net asset value since it increases the exposure of 
the Fund to the market and may increase losses and the volatility of returns.

The Fund may not always be able to close out a short position at a favorable time or price. A lender 
may request that borrowed securities be returned to it on short notice, and the Fund may have to 
buy the borrowed securities at an unfavorable price, which will potentially reduce or eliminate any 
gain or cause a loss to the Fund. The Fund incurs expenses for borrowing securities that may include 
fees paid to the lender and amounts equal to dividends or interest paid by the borrowed security.
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When the Fund is selling a security short, it must maintain a segregated account of cash or high-
grade securities equal to the margin requirement. (Margin posted with the broker, not including the 
proceeds of the short sale, counts toward this requirement.) As a result, the Fund may maintain 
high levels of cash or other liquid assets (such as U.S. Treasury bills, money market instruments, 
certificates of deposit, high quality commercial paper and long equity positions) or may utilize the 
collateral obtained from securities lending for this cash. The need to maintain cash or other liquid 
assets in segregated accounts could limit the Fund’s ability to pursue other opportunities as they 
arise.

Subsidiary Investment Risk. Investment in the Subsidiary will not exceed 25% of the value of the 
Fund’s total assets (ignoring any subsequent market appreciation in the Subsidiary’s value). This 
limitation is set pursuant to the Internal Revenue Code of 1986, as amended, and is measured 
at each taxable year quarter-end. The Subsidiary, which is organized under the laws of the Cayman 
Islands, is wholly-owned and controlled by the Fund. The Fund will invest in the Subsidiary in order 
to gain exposure to the investment returns of the commodities markets within the limitations of the 
federal tax law requirements applicable to regulated investment companies. The Subsidiary will 
invest principally in commodity futures, options and swap contracts, as well as certain fixed-income 
investments intended to serve as margin or collateral for the Subsidiary’s derivatives positions. 
Unlike the Fund, the Subsidiary may invest without limitation in commodity-linked derivatives, 
though the Subsidiary will comply with the same 1940 Act asset coverage requirements with 
respect to its investments in commodity-linked derivatives that apply to the Fund’s transactions 
in these instruments. To the extent applicable, the Subsidiary otherwise is subject to the same 
fundamental and non-fundamental investment restrictions as the Fund, and, in particular, to the 
same requirements relating to portfolio leverage, liquidity, and the timing and method of valuation 
of portfolio investments and Fund shares, described elsewhere in this Prospectus and in the SAI. By 
investing in the Subsidiary, the Fund is indirectly exposed to the risks associated with the Subsidiary’s 
commodity-linked derivatives investments. 

The Subsidiary is not registered with the SEC as an investment company under the 1940 Act, and 
is not subject to the investor protections of the 1940 Act. As an investor in the Subsidiary, the Fund 
does not have the same protections offered to shareholders of registered investment companies. 

The Fund and the Subsidiary may not be able to operate as described in this Prospectus in the event 
of changes to the laws of the United States and/or the Cayman Islands. If the laws of the Cayman 
Islands required the Subsidiary to pay taxes to a governmental authority, the Fund would be likely to 
suffer decreased returns.

Tax Risk. In order to qualify for the favorable tax treatment generally available to regulated investment 
companies, the Fund must satisfy certain income and distribution requirements each year and 
certain asset diversification requirements at the end of each quarter of its taxable year. With respect 
to the latter, the Fund generally may not acquire a security if, as a result of the acquisition, at the 
end of a quarter the Fund would not satisfy the following requirements: (a) that at least 50% of the 
value of its total assets be represented by (i) cash, cash items, Government Securities and securities 
of other regulated investment companies, and (ii) other securities limited in respect of any of the 
security to an amount not greater than 5% of the Fund’s total assets and to not more than 10% 
of the voting securities of such issuer; and (b) not more than 25% of the total value of the Fund’s 
assets can be invested in the securities (other than Government Securities or the securities of other 
regulated investment companies) of any one issuer, the securities of two or more issuers that the 
Fund controls and are engaged in the same or similar (or related) trades or businesses, or the 
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securities of one or more qualified publically traded partnerships. If the Fund were to fail to qualify as 
a regulated investment company, it would be taxed in the same manner as an ordinary corporation, 
and distributions to its shareholders would not be deductible by the Fund in computing its taxable 
income, which would adversely affect its performance.

In order to qualify for the favorable tax treatment generally available to regulated investment 
companies and avoid Fund-level taxes, the Fund must also satisfy certain distribution requirements. 
If the Fund fails to satisfy the distribution requirement necessary to qualify for treatment as a 
regulated investment company for any taxable year, the Fund would be treated as a corporation 
subject to U.S. federal income tax, thereby subjecting any income earned by the Fund to tax at the 
corporate level. If the Fund fails to satisfy a separate distribution requirement, it will be subject 
to a Fund-level excise tax. These Fund-level taxes will apply in addition to taxes payable at the 
shareholder level on distributions.

To the extent the Fund does not distribute to shareholders all of its investment company taxable 
income and net capital gain in a given year, it will be required to pay U.S. federal income tax on the 
retained income and gains, thereby reducing the Fund’s return. The Fund may elect to treat its net 
capital gain as having been distributed to shareholders. In that case, shareholders of record on the 
last day of the Fund’s taxable year will be required to include their attributable share of the retained 
gain in income for the year as a long-term capital gain despite not actually receiving the dividend, 
and will be entitled to a tax credit or refund for the tax deemed paid on their behalf by the Fund as 
well as an increase in the basis of their shares to reflect the difference between their attributable 
share of the gain and the related credit or refund.

Investments in swaps and other derivatives may be subject to special U.S. federal income tax rules 
that could adversely affect the character, timing and amount of income earned by the Fund (e.g., 
by causing amounts that would be capital gain to be taxed as ordinary income or to be taken into 
income earlier than would otherwise be necessary). Also, the Fund may be required to periodically 
adjust its positions in its swaps and derivatives to comply with certain regulatory requirements which 
may further cause these investments to be less efficient than a direct investment in the securities 
themselves. For example, swaps in which the Fund may invest may need to be reset on a regular 
basis in order to maintain compliance with the 1940 Act, which may increase the likelihood that the 
Fund will generate short-term capital gains. In addition, because the application of these special 
rules may be uncertain, it is possible that the manner in which they are applied by the Fund may 
be determined to be incorrect. In that event, the Fund may be found to have failed to maintain its 
qualification as a RIC or to be subject to additional U.S. tax liability. Moreover, the Fund may make 
investments, both directly and through swaps or other derivative positions, in companies classified 
as passive foreign investment companies for U.S. federal income tax purposes (“PFICs”). Investments 
in PFICs are subject to special tax rules which may result in adverse tax consequences to the Fund 
and its shareholders.

The Fund intends to treat its income from the Subsidiary as qualifying income. The tax treatment 
of the Fund’s investment in the Subsidiary may be adversely affected by future legislation, court 
decisions, Treasury Regulations and/or guidance issued by the IRS that could affect whether income 
derived from such investments is “qualifying income” under Subchapter M of the Internal Revenue 
Code, or otherwise affect the character, timing and/or amount of the Fund’s taxable income or any 
gains or distributions made by the Fund.
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U.S. Government Obligations Risk. The Fund may invest in securities issued by the U.S. government. 
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. In August 2011, S&P lowered 
its long term sovereign credit rating on the U.S. In explaining the downgrade at that time, S&P cited, 
among other reasons, controversy over raising the statutory debt limit and growth in public spending. 
Any controversy or ongoing uncertainty regarding the statutory debt ceiling negotiations may impact 
the U.S. long-term sovereign credit rating and may cause market uncertainty. As a result, 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, including those 
that are advised, sponsored or otherwise serviced by Krane, MLIA and/or each of their affiliates, 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.

Cash and Cash Equivalents Risk. Cash and cash equivalents generally 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. Holding cash is subject to the credit risk of the depositing institution 
holding the cash.
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Investment Adviser

Krane Funds Advisors, LLC (“Krane” or “Adviser”), a UN PRI signatory, is a registered investment 
adviser located at 280 Park Avenue, 32nd Floor, New York, NY 10017 and serves as investment 
adviser of the Fund. Krane has served as the investment adviser of the Fund since its inception.

Under the Investment Advisory Agreement between the Trust and Krane, Krane is responsible 
for reviewing, supervising and administering the 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 the Fund to operate. Krane may engage a subadviser to assist it in managing 
the Fund’s investments, but will be responsible for overseeing any subadvisers. Krane manages the 
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 Fund. In addition, Krane has contractually agreed to pay all 
operating expenses of the 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 
the Fund.

Under the Investment Advisory Agreement, the Fund pays Krane the fee shown in the table below 
(in addition to the securities lending compensation Krane receives under the Agreement discussed 
below), which is calculated daily and paid monthly, at an annual rate based on a percentage of the 
average daily net assets of the Fund. 

KFA Mount Lucas Index Strategy ETF ........................................................................................        0.89%

The Investment Advisory Agreement has been approved by the Board of Trustees and shareholders 
of the Fund (in this regard, Krane as the sole initial shareholder of the Fund will approve various 
matters and agreements, including the Investment Advisory Agreement for the Fund prior to its public 
offering).

In addition to the above-described services, to the extent the Fund engages in securities lending, 
Krane will: (i) determine which securities are available for loan and notify the securities lending 
agent for the Fund (the “Agent”), (ii) monitor the Agent’s activities to ensure that securities loans are 
effected in accordance with Krane’s instructions and in accordance with applicable procedures and 
guidelines adopted by the Board, (iii) make recommendations to the Board regarding the Fund’s 
participation in securities lending; (iv) prepare appropriate periodic reports for, and seek appropriate 
periodic approvals from, the Board with respect to securities lending activities; (v) respond to Agent 
inquiries concerning Agent’s activities; and (vi) such other related duties as Krane deems necessary 
or appropriate.

Management

24



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

China International Capital Corporation (USA) Holdings Inc., a wholly-owned, indirect subsidiary 
of China International Capital Corporation Limited owns a majority stake in Krane. As of March 31, 
2020, Central Huijin Investment Limited, a mainland Chinese-domiciled entity, held approximately 
44.32% 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, 
NY 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.

Investment Sub-Adviser

Mount Lucas Index Advisers LLC (“MLIA” or “Sub-Adviser”) serves as Sub-Adviser to the Fund.  For the 
services it will provide, Krane will pay MLIA a fee equal to 32% of the Net Revenue received by the 
Krane from the Fund. Net Revenue is defined for these purposes as gross revenue under Schedule 
A of the Advisory Agreement minus gross fund-related expenses (including any waiver by the Adviser 
of its compensation under the Advisory Agreement and any reimbursements by the Adviser of the 
Fund’s expenses).  

A discussion regarding the basis for the Board’s approval of the Fund’s investment sub-advisory 
agreement will be available in the Fund’s first report to Shareholders.

Krane has received “manager of managers” exemptive relief from the SEC that permits Krane, subject 
to the approval of the Board of Trustees, to appoint a “wholly-owned” or unaffiliated sub-adviser, as 
defined in the exemptive relief, or to change the terms of a sub-advisory agreement with a “wholly-
owned” or unaffiliated sub-adviser without first obtaining shareholder approval. The exemptive order 
further permits Krane to add or to change a “wholly-owned” or unaffiliated sub-adviser or to change 
the fees paid to such parties from time to time without the expense and delays associated with 
obtaining shareholder approval of the change and to disclose sub-advisers’ fees only in the aggregate 
in its registration statement. Any increase in the aggregate advisory fee paid by any Fund remains 
subject to shareholder approval. Krane continues to have ultimate responsibility (subject to oversight 
by the Board of Trustees) to oversee the sub-advisers and recommend their hiring, termination, and 
replacement. The Fund will notify shareholders of any change of the Fund sub-adviser. 

Portfolio Managers

Timothy J. Rudderow Sr., is the Chief Executive Officer and Chief Investment Officer of MLIA and its 
managing member, Mount Lucas Management LP. Mr. Rudderow helped to establish Mount Lucas 
Management Corporation in 1986. Prior to the mergers that took place in October 1999, Mr. Rudderow 
was also a principal of Little Brook Corporation in New Jersey, which he joined in 1983 as Director 
of Research and Development, and of CA Partners, Inc., a company he helped form in 1990. From 
1984 to 2000, he was registered as a Commodity Trading Advisor in his own name. Prior to joining 
Little Brook, Mr. Rudderow was employed by Commodities Corporation with responsibilities for the 
design and management of technical trading systems. Before joining Commodities Corporation, Mr. 
Rudderow taught Economics at Drexel University. Mr. Rudderow received a B.A. in Mathematics from 
Rutgers University in 1977 and an M.B.A. in Management Analysis from Drexel University in 1979.  

Management

25



Gerald L. Prior, III is Chief Operating Officer and Portfolio Manager of MLIA and its managing member, 
Mount Lucas Management LP. Mr. Prior joined the predecessor to Mount Lucas Management LP 
(Mount Lucas Management Corp.) in 1997. He served as portfolio manager for MLM Index™, for 
MLM Symmetry™ and for custom quantitative derivative products. Previously, he was responsible 
for maintaining the firm’s investment technology infrastructure and for conducting extensive 
portfolio research using futures modelling. Mr. Prior’s particular expertise is in the development, 
implementation, and oversight of the firm’s proprietary models, and their execution through the 
trading operation. Mr. Prior graduated cum laude in 1997 from Villanova University with a B.S. in 
Mathematics. 

David Aspell, Portfolio Manager, joined MLIA’s managing member, Mount Lucas Management LP, in 
2011 as the Chief Risk Officer. Prior to joining Mount Lucas, Mr. Aspell spent approximately 6 years 
at Man Group as a Senior Risk Manager, working in London, New York, and Chicago. Mr. Aspell holds 
a Masters degree from Nottingham University. 

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

Other Service Providers

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

SEI Investments Distribution Co. (“Distributor”), an affiliate of the Administrator, serves as the 
Fund’s distributor. Shares in less than Creation Units are not distributed by the Distributor, and the 
Distributor does not maintain a secondary market in the shares of the Fund.

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

The Fund calculates its NAV by:

 � Taking the current market value of its total assets

 � Subtracting any liabilities and withholdings (if any)

 � Dividing that amount by the total number of shares owned by the shareholders

The Fund normally calculates NAV as of the regularly scheduled close of normal trading on each day 
that the NYSE is scheduled to be open for business (a ‘‘Business Day’’) (normally, 4:00 p.m., Eastern 
time). Any assets or liabilities denominated in currencies other than the U.S. dollar are converted into 
U.S. dollars at the current market rates on the date of valuation as quoted by one or more sources.

In calculating the values of the Fund’s portfolio securities, securities listed on a securities exchange, 
market or automated quotation system for which quotations are readily available (except for 
securities traded on NASDAQ), including securities traded over the counter, are valued at the last 
reported sale price on the primary exchange or market (foreign or domestic) on which they are 
traded (or at the time as of which the Fund’s NAV is calculated if a security’s exchange is normally 
open at that time). If there is no such reported sale, such securities are valued at the most recently 
reported bid price. For securities traded on NASDAQ, the NASDAQ Official Closing Price will be used. 
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 value of a swap contract is equal to the obligation (or 
rights) under the swap contract, which will generally be equal to the net amounts to be paid or 
received under the contract based upon the relative values of the positions held by each party to the 
contract as determined by the applicable independent, third party pricing agent. Exchange-traded 
options are valued at the last reported sales price on the exchange on which they are listed. If there 
is no such reported sale on the valuation date, long positions are valued at the most recent bid price, 
and short positions are valued at the most recent ask price. OTC options are valued based upon 
prices determined by the applicable independent, third party pricing agent. Futures are valued at the 
settlement price established by the board of trade on which they are traded. Foreign currency forward 
contracts are valued at the current day’s interpolated foreign exchange rate, as calculated using the 
current day’s spot rate and the 30-, 60-, 90- and 180-day forward rates provided by an Independent 
Pricing Agent. The exchange rates used for valuation are captured as of the close of the London Stock 
Exchange each day normally at 4:00 p.m. Greenwich Mean Time. Prices for most securities held by 
the Fund are provided daily by independent pricing agents. If a security price cannot be obtained 
from an independent, third-party pricing agent, the Fund seeks to obtain bid and ask prices from two 
broker-dealers who make a market in the portfolio instrument and determines the average of the two.

Investments in open-end investment companies that do not trade on an exchange are valued at the 
end of day NAV per share. Investments in open-end investment companies that trade on an exchange 
are valued at the last reported sale price or official closing price as of the close of the customary 
trading session on the exchange where the security is principally traded. If there is no such reported 
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sale, such securities are valued at the most recently reported bid price. With respect to the Fund’s 
assets that are invested in the Subsidiary, the value of such investment will be calculated based 
upon the Subsidiary’s NAV, which will be determined using the same pricing policies and procedures 
applicable to the Fund.

Securities for which market prices are not ‘‘readily available,’’ or are not deemed to reflect current 
market values, or are instruments where no evaluated price is available from the Trust’s third-party 
pricing agents pursuant to established methodologies, are fair valued in accordance with the Trust’s 
valuation policies and procedures approved by the Board of Trustees. Some of the more common 
reasons that may necessitate that a security be valued using ‘‘fair value’’ pricing may include, but are 
not limited to: the security’s trading has been halted or suspended; the security’s primary trading 
market is temporarily closed; or the security has not been traded for an extended period of time. The 
Fund may fair value certain of the foreign securities held by the Fund each day the Fund calculates 
its NAV.

In addition, the Fund may fair value its securities if an event that may materially affect the value of the 
Fund’s securities that trade outside of the United States (a ‘‘Significant Event’’) has occurred between 
the time of the security’s last close and the time that the Fund calculates its NAV. A Significant 
Event may relate to a single issuer or to an entire market sector, country or region. Events that may 
be Significant Events may include: government actions, natural disasters, armed conflict, acts of 
terrorism and significant market fluctuations. If Krane becomes aware of a Significant Event that has 
occurred with respect to a portfolio instrument or group of portfolio instruments after the closing of 
the exchange or market on which the portfolio instrument or portfolio instruments principally trade, 
but before the time at which the Fund calculates its NAV, it will notify the Administrator and may 
request that an ad hoc meeting of the Fair Valuation Committee be called.

With respect to trade-halted securities, the Trust typically will fair value a trade-halted security by 
adjusting the security’s last market close price by the security’s sector performance, as measured 
by a predetermined index, unless Krane recommends and the Trust’s Fair Valuation Committee 
determines to make additional adjustments. Certain foreign securities exchanges have mechanisms 
in place that confine one day’s price movement in an individual security to a pre-determined price 
range based on that day’s opening price (‘‘Collared Securities’’). Fair value determinations for 
Collared Securities will generally be capped by Krane based on any applicable pre-determined ‘‘limit 
down’’ or ‘‘limit up’’ prices established by the relevant foreign securities exchange. As an example, 
China A-Shares can only be plus or minus ten percent in one day of trading in the relevant mainland 
China equity market. As a result, the fair value price determination on a given day will generally be 
capped at plus or minus ten percent.

Fair value pricing involves subjective judgments and it is possible that a fair value determination for 
a security is materially different than the value that could actually be realized upon the sale of the 
security or that another fund that uses market quotations or its own fair value procedures to price the 
same securities. In addition, fair value pricing could result in a difference between the prices used to 
calculate the Fund’s NAV and the prices used by the Index. 

Trading in securities on many foreign exchanges is normally completed before the close of business 
on each Business Day. In addition, securities trading in a particular country or countries may not 
take place on each Business Day, including those that are advised, sponsored or otherwise serviced 
by Krane and/or its affiliates,  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 the Fund’s NAV is not 
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calculated and on which Fund shares do not trade and sales and redemptions of shares do not 
occur. As a result, the value of the Fund’s portfolio securities and the net asset value of its shares 
may change on days when you will not be able to purchase or sell your shares.

Buying and Selling Fund Shares

Shares of the Fund may be purchased or redeemed directly from the Fund only in Creation Units 
or multiples thereof. Only a broker-dealer (“Authorized Participant”) that enters into an Authorized 
Participant Agreement with the Fund’s distributor, SEI Investments Distribution Co. (the “Distributor”), 
may engage in creation and redemption transactions directly with the Fund. Purchases and 
redemptions directly with the Fund must follow the Fund’s procedures, and are subject to transaction 
fees, which are described in the SAI. The transaction fee will not exceed 2.00% of the value of the 
Creation Units purchased or redeemed, which is used to compensate the Fund for any difference 
for the expenses incurred by it in connection with the purchase or redemption order. Orders for such 
transactions may be rejected or delayed if they are not submitted in good order and subject to the 
other conditions set forth in this prospectus and the SAI.

Purchases and redemptions of Creation Units will take place in-kind and/or for cash at the discretion 
of the Fund. The determination of whether purchases and redemptions of Creation Units will be 
for cash or in-kind depends primarily on the regulatory requirements and settlement mechanisms 
relevant to the Fund’s portfolio holdings and the Fund is not limited to engaging in in-kind transactions 
to any particular market circumstances. As further described in the SAI, Creation Units typically are 
issued on a two Business Days (“T+2”) basis after a purchase order has been received in good order 
and the transfer of good title to the Fund of any in-kind securities and/or cash required to purchase 
a Creation Unit have been completed (subject to certain exceptions). Similarly, and also as further 
described in the SAI, deliveries of redemption proceeds by the Fund generally will be made on a T+2 
basis after a redemption order has been received in good order and the requisite number of Fund 
shares have been delivered (subject to certain exceptions). The Fund reserves the right to settle 
Creation Unit transactions on a basis other than T+2 in order to, among other matters, accommodate 
non-U.S. market holiday schedules, closures and settlement cycles, to account for different treatment 
among non-U.S. and U.S. markets of dividend record dates and ex-dividend dates (i.e., the last day 
the holder of a security can sell the security and still receive dividends payable on the security) and 
in certain other circumstances. The Fund has received exemptive relief to delay such settlement for 
up to 14 days from the date an order has been submitted in good order and the requisite cash and/
or assets delivered to the relevant Fund to accommodate foreign holidays, as further described in 
the SAI, and otherwise may delay redemptions up to 7 days or longer as permitted by applicable 
law, regulations and interpretations such as where unusual market conditions affect the NYSE or an 
emergency exists which makes it impracticable for the Fund to dispose of or value securities it owns 
or the Fund has received an SEC order.

The Fund intends to comply with the U.S. federal securities laws in accepting securities for deposit 
and satisfying redemptions with redemption securities by, among other means, assuring that any 
securities accepted for deposit and any securities used to satisfy redemption requests will be sold in 
transactions that would be exempt from registration under the Securities Act. Further, an Authorized 
Participant that is not a “qualified institutional buyer,” as such term is defined under Rule 144A of 
the Securities Act, will not be able to receive restricted securities eligible for resale under Rule 144A.

Once created, shares are listed on the Exchange and trade in the secondary market. When you buy or 
sell the Fund’s shares in the secondary market, you will pay or receive the market price. Shares can 
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be bought and sold throughout the trading day like other publicly traded securities. Most investors 
will buy and sell shares through a broker and, thus, will incur customary brokerage commissions and 
charges when buying or selling shares.

The secondary markets are closed on weekends and also are generally closed on the following 
holidays: New Year’s Day, Martin Luther King, Jr. Day, Presidents’ Day, Good Friday, Memorial Day 
(observed), Independence Day, Labor Day, Columbus Day, Veterans’ Day, Thanksgiving Day, and 
Christmas Day.

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

Share Trading Prices and Intraday Indicative Value

The trading prices of the Fund’s shares listed on its Exchange may differ from the Fund’s daily NAV 
and can be affected by market forces of supply and demand, economic conditions and other factors. 
The Exchange intends to disseminate the approximate value of the portfolio underlying a share of the 
Fund every fifteen seconds. This approximate value should not be viewed as a “real-time” update of 
the NAV of the Fund because the approximate value may not be calculated in the same manner as 
the NAV, which is computed once a day. The Fund is not involved in, or responsible for, the calculation 
or dissemination of such values and makes no warranty as to their accuracy.

Premium/Discount Information

Information showing the number of days the market price of the Fund’s shares was greater than 
the Fund’s NAV per share (i.e., at a premium) and the number of days it was less than the Fund’s 
NAV per share (i.e., at a discount) for various time periods will be available by visiting the Fund’s 
website at www.kraneshares.com. The premium and discount information contained on the website 
will represent past performance and cannot be used to predict future results.

Portfolio Holdings Information 

A description of the Fund’s policies and procedures with respect to the disclosure of Fund portfolio 
securities is available in the Fund’s Statement of Additional Information (“SAI”). The holdings of the 
Fund can be found on the Fund’s website at www.kraneshares.com.

Active Investors and Market Timing

The Trust’s Board of Trustees has determined not to adopt policies and procedures designed to 
prevent or monitor for frequent purchases and redemptions of the Fund’s shares because the Fund 
sells and redeems its shares at NAV only in Creation Units pursuant to the terms of an Authorized 
Participant Agreement between the Authorized Participant and the Distributor, and such direct trading 
between 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 the Fund directly and therefore does not cause the Fund to experience many 
of the harmful effects of market timing, such as dilution and disruption of portfolio management. 
In addition, the 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 The 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.
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Investments by Registered Investment Companies

Section 12(d)(1) of the 1940 Act restricts investments by investment companies in the securities 
of other investment companies, including shares of the Fund. Registered investment companies are 
permitted to invest in the Fund beyond the limits set forth in Section 12(d)(1) subject to certain 
terms and conditions set forth in an SEC exemptive order issued to the Trust, including that such 
investment companies enter into an agreement with the Fund.  However, since the Fund does not 
currently intend to limit its investments in other investment companies as required by Section 12(d)
(1)(A), other registered investment companies generally will not be able to invest in the Fund beyond 
the limits set forth in Section 12(d)(1).

Continuous Offering

The method by which Creation Units of Fund shares are created and traded may raise certain issues 
under applicable securities laws. Because new Creation Units of shares are issued and sold by the 
Fund on an ongoing basis, a “distribution,” as such term is used in the Securities Act, may occur at 
any point. Broker-dealers and other persons are cautioned that some activities on their part may, 
depending on the circumstances, result in their being deemed participants in a distribution in a 
manner which could render them statutory underwriters and subject them to the prospectus delivery 
requirement and liability provisions of the Securities Act.

For example, a broker-dealer firm or its client may be deemed a statutory underwriter if it takes 
Creation Units after placing an order with the Distributor, breaks them down into constituent shares 
and sells the shares directly to customers or if it chooses to couple the creation of a supply of new 
shares with an active selling effort involving solicitation of secondary market demand for shares. 
A determination of whether one is an underwriter for purposes of the Securities Act must take into 
account all the facts and circumstances pertaining to the activities of the broker-dealer or its client 
in the particular case, and the examples mentioned above should not be considered a complete 
description of all the activities that could lead to a characterization as an underwriter.

Broker-dealer firms should also note that dealers who are not “underwriters” but are effecting 
transactions in shares, whether or not participating in the distribution of shares, are generally 
required to deliver a prospectus. This is because the prospectus delivery exemption in Section 4(3) 
of the Securities Act is not available in respect of such transactions as a result of Section 24(d) of 
the 1940 Act. As a result, broker-dealer firms should note that dealers who are not “underwriters” 
but are participating in a distribution (as contrasted with engaging in ordinary secondary market 
transactions) and thus dealing with the shares that are part of an overallotment within the meaning 
of Section 4(3)(C) of the Securities Act, will be unable to take advantage of the prospectus delivery 
exemption provided by Section 4(3) of the Securities Act. For delivery of prospectuses to exchange 
members, the prospectus delivery mechanism of Rule 153 under the Securities Act is only available 
with respect to transactions on a national exchange.

Dealers effecting transactions in the 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 the Fund through a broker-dealer or other financial intermediary (such as 
a bank), Krane, any Fund sub-adviser or an affiliate 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 
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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

The 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, the 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 the 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

The Fund pays out dividends to shareholders at least annually. The Fund distributes its net capital 
gains, if any, to shareholders annually. The Fund may make distributions on a more frequent basis. 
The Fund reserves the right to declare special distributions, including if, in its reasonable discretion, 
such action is necessary or advisable to preserve the status of the Fund as a regulated investment 
company under Subchapter M of the Code, to avoid imposition of income or excise taxes on 
undistributed income.
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The following is a summary of some important tax issues that affect the Fund and its shareholders. The 
summary is based on current tax laws, which may be changed by legislative, judicial or administrative 
action. You should not consider this summary to be a detailed explanation of the tax treatment of 
the Fund, or the tax consequences of an investment in the Fund. More information about taxes is 
located in the SAI. You are urged to consult your tax adviser regarding specific questions as to 
federal, state and local income taxes.

Tax Status of the Fund

The 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 the 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

The Fund will, at least annually, distribute substantially all of its net investment taxable income and 
net capital gains.

The income dividends you receive from the Fund (which include the Fund’s short-term capital gains) 
will be taxed as either ordinary income or qualified dividend income. For non-corporate shareholders, 
dividends that are reported as qualified dividend income are generally taxable at reduced maximum 
tax rates to the extent that the Fund receives qualified dividend income and subject to certain 
limitations and holding period requirements.

Distributions of the Fund’s short-term capital gains are generally taxable as ordinary income. Any 
distributions of net capital gain (the excess of the Fund’s net long-term capital gains over its net 
short-term capital losses) are taxable as long-term capital gains regardless of how long you have 
owned your shares. Long-term capital gains are taxable at reduced maximum tax rates.

If the Fund makes distributions to a shareholder in excess of the Fund’s current and accumulated 
earnings and profits in any taxable year, the excess distribution will be treated as a return of capital 
to the extent of the shareholder’s tax basis in its shares, and thereafter as capital gain. A return of 
capital is not taxable, but reduces a shareholder’s tax basis in its shares, thus reducing any loss or 
increasing any gain on a subsequent taxable disposition by the shareholder of its shares.

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

Dividends and distributions are generally taxable to you whether you receive them in cash or in 
additional shares. Corporate shareholders may be entitled to a dividends-received deduction for 
the portion of dividends they receive that is attributable to dividends received by the Fund from U.S. 
corporations, subject to certain limitations. 

Distributions paid in January but declared by the Fund in October, November or December of the 
previous year may be taxable to you in the previous year. Your broker will inform you of the amount 
of your ordinary income dividends, qualified dividend income, and capital gains distributions shortly 
after the close of each calendar year.
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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 the Fund. If more than 50% of the total assets 
of the Fund at the close of a year consist of non-U.S. stocks or securities, then the Fund may elect, 
for U.S. federal income tax purposes, to treat certain non-U.S. income taxes (including withholding 
taxes) paid by the Fund as paid by its shareholders. The Fund will provide you with the information 
necessary to reflect foreign taxes paid on your income tax return if it makes this election.

If you hold your shares in a tax-qualified retirement account, you generally will not be subject to 
federal taxation on income received with respect to the shares (including Fund dividends and 
distributions, and any gain on the sale of shares), until you begin receiving payments from your 
retirement account. You should consult your tax adviser regarding the tax rules that apply to your 
retirement account.

Tax Status of Share Transactions

Any capital gain or loss upon a sale of the 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 the 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 the 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

The 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).

Non-U.S. Investors

If you are not a citizen or permanent resident of the United States or if you are a non-U.S. entity, 
the Fund’s ordinary income dividends (which include distributions of net short-term capital gains, 
unless the Fund designates such distributions as short-term capital gain dividends) will generally be 
subject to a 30% U.S. withholding tax, unless a lower treaty rate applies, provided that withholding 
tax will generally not apply to any gain or income realized by a non-U.S. shareholder in respect of any 
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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 (1) dividends paid by the Fund to (i) foreign 
financial institutions including non-U.S. investment funds unless they agree to collect and disclose 
to the IRS, or the tax authorities in their home jurisdictions, information regarding their direct and 
indirect U.S. account holders and (ii) certain other foreign entities, unless they certify certain 
information regarding their direct and indirect U.S. owners. A non-U.S. shareholder may be exempt 
from the withholding described in this paragraph under an intergovernmental agreement between the 
United States and a foreign government, provided that the shareholder and the applicable foreign 
government comply with the terms of such agreement.  Recently issued 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 the Fund and ownership of the Fund’s shares may be 
subject to state and local taxes. You should consult your tax adviser regarding how state and local 
tax laws affect your investment in the Fund’s shares.

Taxes on Creations and Redemptions of Creation Units

A person who purchases a Creation Unit by exchanging securities in-kind generally will recognize a 
gain or loss equal to the difference between (i) the sum of the market value of the Creation Units 
at the time of the exchange and any net amount of cash received by the Authorized Participant in 
the exchange and (ii)  the sum of the purchaser’s aggregate basis in the securities surrendered 
and any net amount of cash paid for the Creation Units. A person who redeems Creation Units and 
receives securities in-kind from the Fund will generally recognize a gain or loss equal to the difference 
between the redeemer’s basis in the Creation Units, and the aggregate market value of the securities 
received and any net cash received. The IRS, however, may assert that a loss realized upon an in-kind 
exchange of securities for Creation Units or an exchange of Creation Units for securities cannot be 
deducted currently under the rules governing “wash sales,” or on the basis that there has been no 
significant change in economic position. Persons effecting in-kind creations or redemptions should 
consult their own tax adviser with respect to these matters.

The 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. The Fund also 
has the right to require information necessary to determine beneficial share ownership for purposes 
of the 80% determinations.
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FASTINDX is not affiliated with the Trust, Krane, the Trust’s administrator, custodian, transfer agent or 
Distributor, or any of their respective affiliates. “FASTINDX” is a trademark of Fuzzy Logix, Inc. Krane 
has entered into a license agreement with FASTINDX to use the relevant Index and FASTINDX marks, 
and sublicenses such rights to the relevant Fund at no charge. Krane uses the marks for the purpose 
of promoting and marketing the Funds.

The Fund is neither sponsored nor promoted, distributed or in any other manner supported by 
FASTINDX. The Index is compiled and calculated by FASTINDX. Although FASTINDX shall obtain 
information for inclusion in or for use in the calculation of certain index(es) from sources that 
FASTINDX considers reliable, FASTINDX does not warrant or guarantee the originality, accuracy and/
or the completeness of any FASTINDX index or any data included therein.

FASTINDX will apply all necessary means to ensure the accuracy of the Index. However, FASTINDX 
shall not be liable (whether in negligence or otherwise) to any person for any error in the Index and 
FASTINDX shall be under no obligation to advise any person of any error therein.

All copyrights in the Index values and constituent lists vest in FASTINDX. Neither the publication 
of the Index by FASTINDX nor the granting of a license of rights relating to the Index or to the 
Index Trademark for the utilization in connection with the Fund, represents a recommendation by 
FASTINDX for a capital investment or contains in any manner a warranty or opinion by FASTINDX with 
respect to the attractiveness of an investment in the Fund. 

More information about the Index Provider is located in the SAI.
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Krane and Trust Disclaimer

Neither Krane nor the Trust guarantees the accuracy or the completeness of the Index or any data 
included therein and neither shall have any liability for any errors, omissions or interruptions therein. 
Krane and the Fund further make no representation or warranty, express or implied, to the owners of 
shares of the Fund or any members of the public as to results to be obtained by the Fund from the 
use of any Index, as to any data included therein, or as to the advisability of investing in securities 
generally or in the Fund particularly. Krane expressly disclaims all warranties of merchantability 
or fitness for a particular purpose or use with respect to the Index or Fund. Without limiting any of 
the foregoing, in no event shall Krane have any liability for any special, punitive, direct, indirect or 
consequential damages (including lost 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 track the total return 
performance of the Indexes, if applicable, or the ability of the Indexes to track stock market 
performance. NYSE Arca is not responsible for, nor has it participated in, the determination of the 
compilation or the calculation of the Indexes, nor 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 does not guarantee the accuracy and/or the completeness of the Indexes or any data 
included therein. NYSE Arca makes no warranty, express or implied, as to results to be obtained 
by the Trust on behalf of the 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. 
NYSE Arca makes no express or implied warranties and hereby expressly disclaims all warranties of 
merchantability or fitness for a particular purpose with respect to the Indexes or any data included 
therein. Without limiting any of the foregoing, in no event shall NYSE Arca have any liability for any 
direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if 
notified of the possibility of such damages.

Additional Disclaimers
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Financial Highlights

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

Additional and more detailed information about the Fund is included in the SAI dated November 
30, 2020. 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 or the Annual or Semi-Annual Reports or make inquiries, without 
charge by calling 1.855.857.2638, visiting www.kraneshares.com, or writing the Trust at 280 Park 
Avenue, 32nd Floor, New York, NY 10017. Additional information about the Fund’s investments will 
be available in the Annual and Semi-Annual Reports. Also, in the Fund’s Annual Report, you will find a 
discussion of the market conditions and investment strategies that significantly affected the Fund’s 
performance during its last fiscal year.

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

The Trust enters into contractual arrangements with various parties, including among others, 
the Fund’s investment adviser, sub-adviser(s) (if applicable), distributor, custodian, and transfer 
agent who provide services to the Fund. Shareholders are not parties to any such contractual 
arrangements or intended 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 Fund that you should consider in determining 
whether to purchase Fund shares. Neither this prospectus nor the SAI is intended, or should be read, 
to be or give rise to an agreement or contract between the Trust, the Trustees, or the Fund and any 
investor, or to give rise to any rights in any shareholder or other person other than any rights under 
federal or state law that may not be waived.

The Trust’s Investment Company Act file number is 811-22698.
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